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ABSTRACT

ORGANIZATIONS, INDIVIDUALS, AND LEARNING: A CASE STUDY OF A
NEW ORGANIZATION AND ITS LEADERS

By
Camilla J. Zawacki

Ways of understanding organizational development are enhanced tl.rough career
analysis. This is a study about organizational learning and development that considers
both organizations and individuals. The case study methodology was used to study ways
of learning, but it seems incomplete once career issues are placed alongside the
organizational issues. Organizational learning ideas produced from a career study become
complementary to the case study and provide new ways of thinking about learning and
development in the organizational domain.

This study is about organizations and their development in contemporary times.
Today, organizational research often considers how to create desired changes within a
rapidly changing environment. Though many variables may be considered when
attempting to understand and control necessary changes, individuals, as effective change
agents, are often questioned. Rather than individuals, the work of groups, teams or the
entire organization are considered primary vessels for delivering change.

An heuristic framework is applied to a multi-disciplinary study of one young,
contemporary organization, created primarily to solve a complex, important problem -
rising health care costs. The framework not only produces two studies about
organizational learning — a case study and a career biogra;;hy — but also creates a third set

of ideas by contrasting the two studies.



o First, a complementary, more expansive way of understanding organizational change
emerges when career issues are attached to an organizational analysis.

e Second, the career analysis suggests that ways of learning for the organization,
considered significant in the case study, may not recur or will be adapted as careers
mature.

e Third, unlike the organizational analysis, the career analysis isolates times when an
individual’s ambivalence toward an organization may impact upon the organization’s
development.

When ideas from the two separate analyses are contrasted, the influence of an
individual upon an organization’s development appears significant. The organizational
case study observes that past achievements are ways of learning which aid the
organization’s future development. But, the career analysis suggests that both the past
and future of an organization, at least in part, hinge upon the career development of
individual organizational members. A study about organizational learning should include
not only organizational features, but career considerations, as well. A study that includes
career issues will enrich and draw out new ways of understanding development and

change in the organizational domain.
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Chapter 1

ORGANIZATIONS, INDIVIDUALS, AND CHANGE

I recently met with a German senior manager. ‘In Germany,’ he said,
‘our organizations are largely run by engineers. Such people think of the
organization as a machine, something that can be designed, measured, and
controlled — managed, in other words. It worked well for us in the past, when
our organizations typically produced efficient machines of one sort or another.
In the future, however, we can see that organizations will be very different,
much more like networks than machines. Our brains tell us this,” he went on,
“‘but our hearts are still with the machines. Unless we can change the way we
think and talk about organizations, we will stumble and fall.’

What he said was true not just of German organizations, but of those in
many other countries. Our models of organizations, and the way we talk of
them, has hardly changed for a century. They were thought of as pieces of
engineering, flawed pieces, maybe, but capable of perfectibility, of precision,
of full efficiency. The very word management, with its origins in the running
of the household or some say, of army mule trains, implies control backed by
power and authority, which is perhaps why it is a word that is much disliked
by professional and volunteer groups that value autonomy highly.

The newly emerging language of organizations is very different. The
talk today is of ‘adhocracy,’ of federalism, of alliances, teams, empowerment,
and room for initiative. The key words are options, not plans; the possible
rather than the perfect; involvement instead of obedience. This is the language
of politics, not of engineering; of leadership, not management. ... Soon we
will see political theory take its rightful place as a core course in our business
schools. It will be a recognition, at long last, that organizations are
" communities of individuals, not arrays of human resources. . ..

The new organizations are dispersed. Workers are employed in many
different offices and locations, wear different hats, and do not necessarily owe
all their loyalty to one organization. ... More and more, the organization is a
‘box of contracts’ rather than a home for life for all its people. A virtual
organization is one that you do not necessarily see, certainly not all together
in one place, but that nevertheless delivers the goods.

Virtuality means managing people you cannot see and cannot control in
any detail. This kind of management by remote control can only work when
trust goes in both directions. Trust, like authority, has to be earned, tested,
and if necessary, withdrawn. . . . In response to the requirements of trust,



organizations are beginning to regroup themselves into semi-permanent task
forces in which the members know and understand each other well.
The leadership of these groups is not of the old-fashioned ‘follow-me’

type. You could call it a distributed leadership. (Charles Handy, 1996)

Introduction
Charles Handy, noted economist, describes a need today for thinking and talking
about organizations differently. The way in which we view organizations today has
changed considgrably from when we began studying them early in this century.
Organizations and their development have been studied extensively for most of this
century. Today, this field of study -- organizational analysis — is changing dramatically
from the first “scientific” studies conducted early in the century. This field offers rich
contextual ideas, multidisciplinary perspectives, and is still an emerging field. Hardy,
along with many other organizational researchers, believe this body of research continues
to be limited and of questionable value, as a field of study that effectively informs
practice. (Jacques, 1991, Drucker, 1993, Nonaki and Takeuchi, 1995, Bennis, 1996)
New contemporary research ideas about organizations and their effectiveness,

include ideas about: empowerment, team-based management, participative decision
making and organizational learning, to name just a few. Organizations have grown in
prominence in our society and organizational research continues to develop as a way of
informing practice. Organizational research is intended to increase our understanding of
this important social phenomenon — organizations -- and to prescribe ways of improving
them. While Handy urges us to begin thinking and talking about organizations in new
ways, an historical review of the organizational literature reveals that this field already

has changed and continues to evolve in many new ways.
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This chapter begins with a general overview of the field of organizational research
and how it has changed. Some changes both in thought and practice have been quite
dramatic. Three significant shifts in the field are particularly noteworthy, and therefore
are extensively described in this first chapter. First, a review of the Human Relations
View and Socio-Technical View describes how we have altered our way of thinking
about and studying organizations, today. Included alongside this discussion of changing
research trends, is information about how these changed views affect our ways of
thinking about and studying individuals and their influence upon organizations. The
discussion centers around how organizational research has expanded and now
incorporates many facets of study, but the importance of the individual seems diminutive
in comparison.

Organizational analysis is thought to inform practice. But the role of the
individual toward influencing and otherwise affecting organizations, seems relatively
insignificant in organizational studies. (Barnes, 1976; Farce, Monge and Russell, 1979;
Kast, Fremont and Rosenweig, 1985; Huber, 1990) As new ways are taken to continue to
improve this field of study, introducing or including the individual in more significant
ways in organizational analysis, seems prudent. This study devises an organizing
framework that integrates individual (career) issues into an organizational analysis.
Though this is not a common way of studying organizations, information derived from
the individual analysis complements and expands the other information taken from a
traditional organizational analysis. This chapter begins with an overview of how the
field of organizational research is still changing and discusses how information about

individuals is mostly absent from the literature.



ORGANIZATIONAL RESEARCH: LIMITED ATTENTION TO INDIVIDUALS

Even though research ideas have changed in significant ways, many of us still
think about organizations as machines that become more efficient, just as Handy
suggests. Organizational literature regularly contains contradictions and criticism of this
classical view of organizations. For example, research often describes organizations as
dynamic human and social entities, rendering them difficult and complex to study.
Organizational behaviors are seen as networks and systems, also very complex. Even as
the research (and practice) has expanded to incorporate many new ways of thinking about
and studying organizations, this field of study is still considered limited and narrow.
(Morgan, 1986, Bolman and Deal, 1991, Scott, 1992)

The early scientific, or classical, view of organizations was a closed, narrow view
of organizations. According to this view, individuals were something to optimize for
greater efficiency. Around the 1950’s, organizational studies adopted a more humanistic
approach. The field grew broader, more open, and now considers organizations complex.
Even though new and complex ideas proliferate in the field, most seem to diminish the
importance of the individual in the organization. Organizational studies emphasize and
place high value on factors such as: formal structure, functional design, communication
systems, hierarchical controls, and other orderly (mechanistic) systems. Many
descriptions of organizations, portray the individual, as having a negligible influence on
an organization in relation to such other factors. While many new and important
organizational thoughts are regularly discovered, individual influences upon
organizations have grown more limited except when issues of creativity, or

entrepreneurialism are considered. Individuals are considered when the concept of



leadership is explored, but though closely related, that is a separate field of study. When
individuals are considered, the omniscient view of the organization prevails. Even
though organizations are the subject of the research, to almost always characterize the
organization as supreme, and basically ignoring when or if individuals may hold equal or
even greater power, remains a question about this field of research.

In the organizational literature, the success and future of organizations is generally
described in terms of organizational abilities, rather than individual abilities. Many
aspects of organizations are isolated and analyzed in an effort to better understand this
very powerful force in society, individuals being one of these, occasionally . Ability
based on organizational structure, hierarchy, communication, decision making processes,
and problem solving approaches are scrutinized and analyzed in an effort to increase
organizational effectiveness. Handy describes that organizational structures are changing
into virtual states. He describes that organizational activities today are about what is
possible rather than what is actual. Thus, the potential of the organization is thought to
be limitless and certainly seems to exceed that of the individual, except when there might
be the possibility that a hero is present. (Though encouraging leaders to be heroes is
discouraged, today.) Current thinking suggests that organizational potential should not
reside within just one individual or a few. Thus, the perceived role of an individual
within an organization is relatively insignificant, (or discouraged), when compared to
structural, formal, and procedural organizational features.

In addition to an emphasis on structural/functional features, another reason
individuals have not been elevated in importance as an organizational influence, is the

determination that most organizations need to change dramatically. While technology



has been an impetus for change in the last decade, individuals are considered major
deterrents to change. In fact, research suggests that people resist change, most any type
of change, and most any time. The type of changes needed in organimtioné are thought
immense, ranging from communication systems, control systems, formal and informal
activities, to resolving conflict, changing behaviors and devising new problem solving
techniques. Individual efforts are often seen as resistant to needed change and sometimes
even antagonistic. (Huey, 1993) Yet while the individuals in organizations may resist
change (and are viewed as the problem), they are also considered critical to the solution.
But rather than individually, team-based leadership and group efforts are more often
advocated as ways of reducing individual resistance and arriving at solutions.

Also due to technological advancements, organizational problem solving is now
considered very complex. Though effective leadership is considered helpful in
organizational problems solving, group activities, such as, participative decision making,
team management, continuous quality improvement teams and reengineering groups, are
thought most effective in handling complex technological problems. Handy calls the
emerging leadership, “distributed leadership,” and others describe the new form of
leadership as transformational. (Rost, 1991) Leaders are expected to inspire change and
transform a workforce, while simultaneously sharing, or relinquishing their power and
authority. Internal conflicts that these emerging concepts cause are sometimes
discouraging to leaders. And just as the organizational literature calls for new ideas about
organizational development, leadership literature describes a leadership void in today’s

organizations. (Drucker, 1995, Gardner, 1995)



According to the literature, leaders need to become more collaborative,
cooperative and participative. The power and authority of individual leaders is to be
relinquished through shared, collective, facilitative activities. An emphasis on
democratic organizational processes, the need to guide continuous change, and encourage
participative management has promoted the valuing of groups, not individuals, (and
especially not leaders) in this dynamic environment. Thus the importance of the
individual leader though still considered critical, is overshadowed by the prominence of
groups and teams. Leaders, though important, must share their status and authority with
many others.

Organizational analysis is expansive, and grows every day. Today this field
includes a widening range of factors, considered important to ideas about organizational
development, i.e., change. Organizational studies isolate structural, functional, and
procedural features and stress the need to rely on organizational abilities, not individual
abilities. Analysis of change and development will sometimes describe the individual as a
serious deterrent. The emphasis on shared, or group, efforts is favored over individual
efforts. Leaders are expected to inspire, while giving up some of their control and power.
Finally, as individuals are encouraged to assimilate into groups, to adopt shared views,
and to facilitate change éollaboratively, the unique abilities of one individual and
individual efforts that contribute to an organization — such ideas are being ignored and
lost. (Kast, Fremont and Rosenweig, 1985)

In what ways are individuals able to influence today’s complex, dynamic
organizations? Can individuals control the actions of organizations, even though

organizations are large or unwielding? As individuals pursue their careers in



organizational settings, in what ways are organizations affected? Do career pursuits
hinder or hamper organizational development? This study suggests that individual
influences upon organizations are significant and thus warrant greater consideration
within the organizational research field.

Career Analysis in contrast

Organizational research suggests that individual needs and goals must be
assimilated into organizational goals, if success for the organization is to be achieved. If
individual goals are different ﬁ'om organizational goals and still pursued within the
organization, organizational research suggests that such behaviors will not serve the
interests of the organization. This view seems parochial.

Before suggesting some alternative thinking, an introduction of career
development concepts helps shape a contrast between career development research and
organizational research. Career studies emphasize that individuals should seek out and
create developmental experiences, primarily to enhance their individual careers. Career
literature suggests that careers are developed in two primary ways. First, careers develop
by using and practicing already developed skills and knowledge, (in organizations and
elsewhere). Second, careers can advance through new developmental experiences.
(Super, 1984) Practicing already possessed skills and seeking new experiences are
career-directed behaviors carried out in organizational settings. These concepts, that
include self-initiated and self-directed behaviors, are of particular interest in this study.

Career motivated behaviors are designed, selected, and developed to enhance
existing individual abilities. Individuals make choices and decisions about what activities

and experiences to engage in, and decisions about how careers will be pursued. Career




research suggests that these choices should be made to enhance the career. Individuals
will pursue their work in certain ways and seek new types of experiences, within
organizations, to meet individual needs. How do career motivated behaviors influence
organizational activities? How do career pursuits affect organizational outcomes? For
the most part, neither field of research is very concerned with these questions.

While organizational studies pay attention to meeting organizational needs, career
studies pay attention to meeting individual needs. If both sets of needs are not
compatible, what happens? If the two sets of needs actually conflict, which ones are
pursued? When? Why? Both fields of study acknowledge the need to establish
compatible goals and the literature often suggests ways to try do so; but this may not
always be possible. In the presence of competing goals between organizations and
individuals, career development concepts suggest that individual career needs will often
be pursued. In contrast, organizational studies suggest that when individual and
organizational goals are incompatible, individuals will (should) give precedence to
organizational priorities. From the organizational perspective, what happens when career
needs are pursued over organizational needs?

Finally, the career literature suggests, that when situations pose a significant
career risk, the decision to proceed toward this threat, is unlikely. Instead, individuals
will alter their actions in ways they would expect to avoid the risk and have the greatest
chance of success. Sometimes, individuals will repeat actions that were effective in the
past. How does this avoidance or alteration in actions, career-motivated, affect an
organization? How are organizations shaped and structured differently when an

individual either tries to avoid a potential career disaster, or pursues certain activities
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because, in the past, they brought career success? This study looks at individual career
development actions and their influence on organizations. One way in which career
concepts can be related to organizational development is devised. An organizing
framework facilitates observations about organizational development factors and career
development, and relates the two.

The next part of the chapter, describes three changes to the field of organizational
research, none particularly supportive of individual influences. As these changes are
reviewed, the diminutive view of an individual and his/her career perspective is noted.
Though the field has changed significantly, especially during the last half of the century,
more changes are still thought necessary. Possibly introducing the individual factor into
the research should become one of these improvements. This next section identifies
certain dimensions of three historically significant research views: 1) Early Classical
view of organizations expanded; 2) Human Relations view adds human and behavioral
concepts; 3) Socio-technical offers a compelling view about the need for change. After
reviewing these, their effects upon leadership views are reviewed. The final section of
this chapter sets forth ideas about why career factors have not been, but should be,
considered more extensively in this expanding and lacking field.

HISTORICAL AND SIGNIFICANT CHANGES IN ORGANIZATIONAL
RESEARCH

Three views have expanded the field of organizational research during this

century. Appropriately, the subject of the organization remains central to the analysis,

but the importance of the individual as a significant factor of organizations seems to have
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diminished. As organizations are viewed more complexly and from new disciplinary
vantage points, individuals have grown less important.

The following table identifies three views of organizations, that both practitioners
and researchers identify. This section reviews each of these views, in two primary ways.
First, as organizations have changed, so too has the way in which we study them. Next,
the influence of the individual upon the organization, both in practice and in study has
been altered, but not increased, according to these views. Today, there is considerable
doubt about how much individual efforts do affect organizations. The design of related
studies perpetuates this doubt. (Roethlisberger, 1968)

CHANGES IN ORGANIZATIONAL RESEARCH

Table 1.1 .

Time Period Organizational Research Changes

1920’s Classical view - Mechanistic, scientific studies to improve
organizational efficiency

1950°s Human Relations view - open, socialization, and cultural
themes establish contingency view of organizations

1970’s Socio-technical view - Changing and adapting organizations
due to technological advancements

Charles Handy, who was quoted at the beginning of this chapter, implores us to
begin to think and talk about organizations in new ways. Yet, the ways in which we think
and talk about organizations since eighty years ago, has already changed dramatically.

As our views of organizations evolves, the factor of career pursuits has either been
considered less significant than other factors, like organizational structure, or has been
portrayed as an undesii'able feature of organizations, not worthy of study. Though

organizational researchers admit that career-related activities may, sometimes, be an
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important organizational consideration, many argue that factors such as structure,
hierarchy, authority, communication systems, process and procedure should take
precedence. (Daft, 1995) This study suggests that career issues deserve more prominence
in the organizational literature, especially given the changing nature of organizations.

Today, organizations are a dominant force in society and upon individual lives.
Organizations influence people in many profound ways. But recently, the value and
contribution of organizations upon individual lives has increasingly come under scrutiny,
and criticism of organizations has accelerated. (Victor and Stephens, 1994) During the
last few decades, organizations have changed. Studies during that same time suggest that
the functionality of organizations is shrinking in many ways. (Peters, 1987, Mintzberg,
1989, Quinn, 1992, Drucker, 1991) Organizations are changing, and they continue to
influence our lives in profound ways. At the same time, many people are growing very
wary of the effects organizations upon not only on our lives but also in society. (Drucker,
1991)

This section looks at how organizational analysis has expanded during this century.
Ways in which organizations influence individuals and conversely, the influence of -
individuals on organizations is considered. In this way, we begin this study about how
individuals are thought to pursue their goals within organizational settings.

Organizational analysis began soon after the industrial revolution and changes in
analysis closely parallel changes in organizations, or vice versa. Organizational analysis
contains applied theoretical concepts to help inform organizational practice. At times,
organizational practice informs organizational analysis. Though careers are routinely

carried out within organizations, the effects of career development activities upon the
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organization are generally not a part of analyses known as organizational analysis. In this
section, as organizational research ideas are presented, the effects of needed change and
the limited ways in which career concepts are associated are included. Later in the
chapter, the merit in expanding career concepts to this expanding field are offered.
Early Classical View

Soon after the onset of the industrial revolution, Max Weber set forth a classical
bureaucratic model for organizations. Weber is recognized as having developed the single
most powerful theory of organizations, and his “ideal” type of bureaucracy was and still

is a starting point for many organizational analyses. (Myers, 1996))

Weber’s bureaucratic organization is a rational model of a closed system. Weber
considered the “human” dimension of organizations as one way of meeting an
organizational objective. Weber stressed the need for impersonal relationships and a
clear distinction between private lives and “official” lives for members of organizations.
He ascribed to highly-mechanized, formal organizational structures, where specialization
and differentiation of tasks prevailed. Normalized task specifications, formal rules,
formal spans of control, and role differentiation created a mechanistic view that theorists
continue, today, to study extensively. Many of Webers’ ideas, and other economic and
bureaucratic ideas, though seriously questioned, have not been totally rejected. (Farce,
Monte & Russell, 1977)

Up to the middle of the century, most organizational theory suggested that tightly-
controlled, non human, organizational structures were “best” for achieving overall

efficiency; and that a high degree of specialization among workers was most effective.
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The scientific management of organizations was thought to result in achieving high
outputs, standardized products and profit maximization. The total organization was
viewed as an efficient machine, including its “human” dimensions. As this view was
widely embraced, other theorists began recognizing that individual workers within the
scientific management schematic had sometimes-intense feelings of boredom and stress.
Thus, some organizational studies began to suggest that the classical theory was too

narrow and uninformed. (Greenberg and Baron, 1990).

The Hawthorne Studies, generally considered very unscientific, are credited with
beginning to recognize the importance of human behavior in organizations. As these
concepts began being explored, research objectives and research methods remained
rational and mechanistic. The human dimension was studied to determine ways people
could operate most efficiently, thus the economic model persisted. Tasks were assigned
according to individual skills and abilities and organizational roles were formal and well-
established. Centering around organizational needs, individual careers might be extended
through formal training. Such training was intended primarily to maximize
organizational efficiency. Early research on the human dimension of the organization

therefore, remained rational, technical and economic. (Greenberg and Baron, 1990)

Continuing with this brief review of the classical view of organizations and how
individuals were viewed, ways in which organizational analysis first dealt with the
subject of career development is pertinent. Careers were still largely thought to be
determined by social and economic class. Some careers developed around functional

specialties but these were defined by and tightly controlled to meet organizational needs.
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Thus, the omniscient organizational machine controlled career development. Conversely,
an individual’s influence upon the machine was of little interest and was thought to exist

as a part of formal authoritarian designs.

As the machine metaphor was expanded to incorporate the human relations model
of organizations, eventually a more open, flexible, systems views of organizations
emerged. Along with this change, the effect of individuals upon organizations has

become more notable, and organizational views more multi-disciplinary.
Human Relations View

The human relations view of organizations demonstrates the importance of
organizations on lives and to society. This view began in the early 1950’s and continues
to evolve today. But, often the human relations view of organizations become only
supplemental to the classical view.

The shape and scope of organizational analyses changed dramatically when social and
behavioral scientists began studying organizations. Organizations began being studied as
open, not closed, systems. They were viewed as communities of individuals who adapt to
the world of work, often through social, and political, processes. As early as the 1960’s,
cultural properties were associated with organizations, including the concepts of morals
and ethics. Therefore within the human relations view, three sets of ideas have emerged
in significant ways. These have affected the way in which organizations are studied and
described. The three sets of ideas are: open systems, socialization processes, and cultural

dimensions. Before covering each of these, a general description of the human relations
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view is provided. Perspectives about change and individuals influencing organizations
are included.

A general description. Since mid-century, the mechanical, rational, non human view
of organizations has been gradually eroded by the human relations view. Though
organizational efficiency still remains an important goal of organizational studies, new
themes have emerged from the social, behavioral, and psychological analyses about
organizations. Ways of motivating, inspiring, organizing, and cultivating relationships
among organizational members has surfaced in the literature. Even with this change, no
significant body of knowledge has replaced Weber’s classical bureaucratic model of
organizations. (Bennis, 1994)

Organizations are studied by many disciplines, including psychology, sociology,
anthropology, political science, economics and history. Social and human dimensions of
organizations, called human relations models, became an important part of this area of
study around the 1970’s, often pushing the bureaucratic model to the background, (but
Dot replacing it). One of the most famous, the Harvard Human Relations Theory of
Organizations still studied organizations from a Weberian viewpoint. Essentially, this
mode] regarded organizations as social systems with two major functions: producing a
Product (a formal achievement), and the function of creating and distributing satisfaction
among the individual members of the organization (group-needs satisfaction). Elton
Mayo’s Hawthorne studies established that social and environmental factors affected
Organizations (and organizational performance). Together, researchers begin paying
Inore attention to informal features of organizations, especially human relationships. The

Harvard Human Relations Theory minimized the importance of formal rules and
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emphasized that many patterns of human interaction were not represented on a
organization’s formal hierarchical chart. Thus, informal activities were thought
significant when attempting to understand organizations in more comprehensive ways.

(Farce, Monte & Russell, 1977)

The human relations model heightened awareness about human interaction in
organizations and identified the value in studying both the desirable and undesirable
forms of human interactions. For example, persuasion, influence, coercion, and control
became a part of organizational analysis. Both the benefits and potential drawbacks of
such behaviors were often explored. (McGregor, 1985)

For some, studies of organizations are considered fundamental and rudimentary, and
serve as warnings that organizational analysis is inadequate and limited. (Bennis, 1994,
Drucker, 1993). In this study, the effects of career development upon organizational
activities, or the effects of individual efforts upon organizations, represents a change to
the research. Placing a higher value on l(cnowing about career intentions, motives and
actions related to career development, and the effect of these upon organizations, is the
main purpose of this study.

Human Relations Themes. Before discussing the incorporation of career
development issues into organizational research, three major themes within the human
relations view, are described. The last view in this field — a socio-technical view —
Completes the review of this area of research. As each set of ideas is covered, the

significance of the individual is also considered.
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#1: Organizations as open systems. The study of behavioral and social features of
organizations has extended the organizational body of knowledge, but no single, well-
formed way of thinking about organizations has emerged. Organizational research, even
from the systems perspective, does not sufficiently explain, nor inform practice, in
important and valuable ways. (Bennis, Parikh and Lssem, 1994) For example,
contemporary studies identify and recommend that organizations need to become less
formal and will benefit from more complex communication networks. This open view
advocates organizations that are dynamic, adaptable, flexible, and quickly responsive to
external environmental influences. The open view suggests that decision making
approaches should vary and adapt depending on each set of circumstances. This way of
thinking about organizations is sometimes called the contingency view.

Unlike Weber’s highly structured organizational model, the open view, or
contingency view, suggests that when one organizational design is applied to two
different organizations, results or outcomes will be different. (Myers, 1996) While the
open view has expanded by studying a great variety of organizational features, the result
also has been that organizational studies are less able to predict, or generalize about, how
and when certain factors produce desired organizational results. Many prominent
Organizational researchers suggest that the value and benefit derived from organizational
Studies should be heavily scrutinized, questioned and challenged. (Drucker, 1994)

The open systems perspective has helped establish the importance of
““demanding unique situations and different circumstances. Contemporary studies have
Moved past being concerned about individual needs and motives, and instead study the

Uniqueness of organizations. The organization is often regarded as a separate and
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independent force — apart from its individuals members. Scott refers to organizations as
“the subject” and as something that dominants and is very prominent in our lives. This
perspective advances our thinking to the point where meeting organizational needs is
thought to sustain an organization, and meeting the individual needs of organizational

members is not necessarily significant as organizational success is studied.

The open view has led some researchers to believe that we should understand
organizations as a single, separate unit of analysis. A holographic metaphor aptly
describes the philosophy behind this idea. Bennis sees the universe of organizations as
one gigantic hologram. In the realm of time, space, things and events that are separate
and discrete, organizations, not its parts, is one entity and undivi.ded. “The part is in the
whole and the whole is in each part.” (Bennis, 1993.) Similarly, Morgan applies the
holographic view to organizations in this way: “(T)he the parts reflect the nature of the
whole, since they take their specific shape at any one time in relation to the contingencies

and problems arising in the total situation.” (Morgan, 1986)

Organizational studies emphasize the parts as well as the whole. One stream of
literature emphasizes the separateness of “process,” “system,” and “outcomes,” which
also diminishes the significance of individual members and their actions upon
Organizations. Birnbaum developed the concept of “organized anarchies.” He concluded
that “decisions of the system are a consequence produced by the system, intended by no
one and decisively controlled by no one.” He suggested that this is why some
Organizations are counterintuitive. Thus, he suggests that the organization is a machine

(or human-Jike entity) that is sometimes out-of-control. (Birnbaum, 1991)
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Bimbaum believes that organizational behaviors are no longer a process where
thinking precedes action, where action serves a purpose, nor a place where purpose is
related to consistent goals. Similarly, Pfeffer (1982) studied how the outcomes from
organizations were not controlled by organizational participants, but instead were
determined by the resources produced from organizational structures and procedures.
This type of thinking guides the inquiry of organizations, and the study of practice, today.
This type of thinking diminishes the role of the individual within and upon the
organization. The open view expanded our understanding of organizations considerably,

but has stifled thinking about the importance of individuals in this societal phenomenon.

As careers are pursued, individuals may try to diminish or control the power that
organizations. Making career decisions may mean that organizations are simply an
environment in which to carry out individual career activities. Some research suggests
that organizations are a source of ills besetting our society. They are sometimes viewed as
a power source that only aids the “elite,” or are a way to perpetuating class structure.
Organizations are socialized units in a larger environment, according to the open view.
Organizations are controlling forces, rather than forces to be controlled. (Scott, 1992)
Thus, much of the organizational literature suggests that career development should be

restricted and controlled by the organization.

#2: Socialization processes. Just as the open systems view has increased the
Perceived power of organizations over individuals, studies about communities, group
activities and other social activities have done the same. Unlike the rational (classical)

view of organizations, the social view of organizations proclaims the significance of the
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emotional, political, social and other unpredictable aspects of organizations, all caused by
humans. The power of the organization, not only as the collective power of its members,
but as a social system, has become an intriguing way of studying organizations — one that
has gathered pace in the last two decades.

Today, organizations are viewed as systems or networks of interrelationships.
Team and group activities are a series of interconnected processes. Viewing
organizations as societies, or as social constructions, connotes that individuals are not
self-contained units. Individuals derive their identities from both relating to and
distinguishing themselves from others in various groups. The risk of individuals is not to
appear too individualistic or they might be perceived as manipulative, as seeking
obedience or being closed to the ideas of others. As groups have become a key
organizational mechanism, individualism is perceived as a form of separateness and, thus,
unhealthy for the organization. (Again, this thinking is altered when considering
innovation and creativity needs of the organization.) The socialized view of
organizations suggests that an individual cannot perform assigned work effectively, or
fulfill organizational responsibilities without first establishing on-going, working
relationships with others. (Schein, 1970, Taylor and Hobday, 1992) |

Career theorist, Edgar Schein, studied group relationships and their effectiveness
in the early 1970’s. He recognized that groups were important to self-development, as
Was our need for affiliation and self-actualizing. Groups build one’s self-esteem, provide
an opportunity to test reality, develop a sense of security and are often very stimulating
from more mundane job responsibilities. Yet, the effectiveness of group efforts over

individual efforts was still very much in doubt in that era. At first when Schein
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recognized the influence of groups upon career development, he concluded: “A great
deal of research has been devoted to the question of whether fhe group or isolated
individuals, whose work can be pooled, is the more effective problem-solving instrument.
No definitive answer has yet been reached, but some key variables have been identified
and some myths have been exploded.” (Schein, 1970)

Since then, émly negative perceptions about groups have been balanced with the
contributions to the organization from group (team) efforts. Effective organizational
small-group models have grown both in practice and analysw Continuous quality
improvement, or quality circles, were one of the first to become favored, though,
questions still abound about groups. Do they produce more conservative decisions? Are
groups slower and inefficient? Do groups stimulate or stifle creativity? Are groups less
prone to err in judgment than individuals, or are they really better informed than
individuals? Though the effectiveness of groups is widely debated, their growth within
organizations has been phenomenal in recent years. (Taylor and Hobday, 1992)

The most significant outcome from this growth has been the ;'ecognition that
groups will develop peculiarities. Also, there is a realization that not all situations nor
problems within organizations should be handled by groups. Sometimes individual
efforts are better. It seems that those times when individual efforts are best, however,

have grown less common. Factors like the type of task, environmental differences, the
history of groups, and available leadership available, all applied to group activities,
informs ways of designing and implementing organizational solutions and change.

By the 1990’s many organizations had moved, at least in part, to team-based

structures. In 1970, Schein predicted quite the opposite, “So much emphasis is given to
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challenging each individual and so little emphasis in given to collective effort, since
individual contributions are too difficult to judge. Groups are not likely to be encouraged
to develop.” Yet Schein’s concerns about the inability to recognize individual
contributions sometimes accompany the investigation of organizational groups.

As American companies began developing more global views, Japanese
management, organized around small socially-influenced groups, was emulated in the
United States. Though our country’s history began with rich examples of individualism,
groups were thought to generate an esprit de corps, empower employees, and improve
communications within and outside organizations. Today, synergy and empowerment is
thought to produce positive attitudes among employees. A desire to achieve a
cooperative spirit, an emphasis on mutual gains and efforts to achieve group objectives,
are favored. Ideas that promote the collective nature of individuals within groups, also
reduces the valuing and recognition of individual solitary efforts. (Leavitt and Bahrami,
1988)

Groups, like organizations, require the integration of personal needs into
organizational needs. If individuals resist group efforts or seem to favor personal
interests, either inside our outside a group setting, they risk being accused of dogmatism
and infringement upon others. Individuals pursuing personal interests put the
Organization at risk. (Elfrey, 1982) An emphasis on personal aspiration and personal
interests has been replaced with an emphasis on the human need to affiliate. Still some
Tesearch favors groups, cautiously, since groups may produce too much conformity, have
closed or single-minded views or can perpetuate nepotism. Yet, the ability of groups to

Promote mutual gain, a cooperative spirit, integrate efforts, and produce harmony among
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organizational members is highly sought through group activities. Inter and intra
organizational groups, available in a vast quantity of shapes and sizes, have now become
standard to organizational designs. (Fiol, 1994)

Efforts to create shared frameworks and develop a consensus, while still
recognizing individual differences -- is the challenge of the 90’s. Joint efforts, harmony
and cooperative approaches are considered important organizational objectives. An
organization’s ability to sustain group processes that produces desired results is
sometimes characterized as collective learning. The socialized theme within the human
relations view has expanded this field to consider ideas about learning, but mainly from
the group or organizational perspective. The role of individual learning appears related,
but secondary.

Finally on the subject of socialization, group decision making may be thought of
as an aggregation of individuals’ meanings, but this is often disputed in contemporary
research because of the complex nature of most organizations. “Group thinking does not
equal the sum of its individual parts.” (Fiol, 1994) Instead, the prevailing thinking
comes from the organizational viewpoint, and discourages separateness and
individualism. In 1994, Bennis expresses the present-day balancing act between
individual efforts and group efforts, in this case from the leadership perspective:

You cannot do truly good work, fulfill your function of effectively
organizing the task of your groups, unless you yourselves connect with

your group members on the basis of reciprocation. . .. People join a

company as individuals for a variety of personal reasons, each with his

own objectives and aspirations. They have to be integrated into the work-

team that knows its tasks and the reasons behind them. It devolves upon

you to articulate the corporate aims. . . . As a new-paradigm manager,

whatever your position in the hierarchy, you remain open to being
influenced, if you want to influence. Otherwise, you revert to the old
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outmoded command — obedience syndrome, or your influencing become

simply manipulating techniques, neither of which works well in the

emerging business world.” (Bennis, 1994)

Individuals are thought to gain a sense of identity and achieve success primarily as a
member of different groups. The problem that Schein identified — the difficulty in
judging individual contributions — remains a dilemma to this way of thinking and
studying organizations. (Victor and Stephens, 1994)

The human relations view values human contributions to organizations, and the
upshot of the social view of organizations is an increase in our understanding
relationships and interconnectedness among individuals. Yet, the emphasis on the worth
of individual effort has been substituted for the collective efforts of affiliating individuals
striving toward a shared purpose. Analysis of the human dimension of organizations has
created a more comprehensive and informed view, than the classical view. Organizations
viewed as open, social systems have been extremely helpful. A third important stream of
research has also come out of this human relations view — organizational cultures.

#3:. Organizational cultures. The third large body of research, originating from
the human relations view, has further expanded our understanding of organizations as
social and human phenomena. Organizations are now thought to contain cultural
dimensions. Closely related are the ethical and moral dimensions of organizations. Not
only has the human relations view led us to understand organizations as open systems and
a series of interrelated social activities, organizations as an embodiment of a culture, or

several cultures, is now a widely accepted view.
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Ideas about corporate, or organizational, cultures began in the early 1980’s.
Research by Deal and Kennedy (1982), provided an extensive discussion about the nature
of culture, the types of culture and ways of managing culture. The Administrative
Science Quarterly, in 1983, prepared a special edition devoted entirely to issues of
organizational cultures. A variety of perspectives and studies about cultural features of
organizations were considered in that edition. Initially, little was known about how they
formed, or about ways of discovering specific features of a culture. Studies asked, “How
do organizational cultures?” Though little was known or understood, the importance of

culture upon organizational activities grew.

Organizational cultures are shared beliefs, attitudes, values and expectations
among organizational members. Early founders of organizations are generally thought to
create an organization’s culture, and organizational members are thought to have a role in
sustaining it. As time passes since an organization was formed, an individual’s ability to
change the organizational cultures becomes more difficult. (Daft, 1995) Norms that
govern behaviors in organizations are studied as corporate philosophies, formal
procedures and rules, communication systems, reward systems — all things that reinforce
certain behaviors and sustain culture. Researchers now recognize that an organization
does not have just one culture, but many subcultures. Researchers believe that by
studying features of the primary culture, we learn more about managing change. (Bolman

and Deal, 1992)

Morgan’s metaphorical view of organizations, offers an interesting view of

organizational cultures from an open systems perspective:
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Organization rests in the system of meaning. It does not depend

on the existence of bureaucratic structures or rules. . . . A culture metaphor

. . .points to a way of organizing through shared norms, values, ideas and

beliefs and thus shared visions and directions for future development. . ..

Through the political metaphor, we see how it may be possible to organize

around the interplay of competing interests, forging unity through

negotiation, wheeling and dealing, or perhaps even through raw coercion.

. . . These examples serve to illustrate the point that our thinking about

organizations influences how we organize. We can overcome familiar

problems by learning to see and understand organizations in new ways, so

that new courses of action emerge. (Morgan, 1986)

Unified actions based on shared values, according to this culturally-constructed
view of organizations, is also tied to ethical and moral concepts that affect organizations.
Organizational studies about culture seek answers to questions about the responsibility of
organizations, to both its members and to society. These studies seek to understand ways
that organizational ethics contribute to organizational successes. Ethical and moral
studies are a relatively new contribution to the field of organizational analysis. (Beck,

1992, Bennis, 1994)

Acknowledging the existence of organizational cultures challenges the notion that
organizations consist of only narrow economic goals, centered around the production of
goods or services. The socialized view of organizations creates a complex view of how
organizations reach desired levels of efficiency and profit. The cultural view defines
organizations as powerful social, political, and economic forces that need to assume their
“proper” place in society. Furthermore, studies suggest that organizational cultures,
including subcultures, morals, and ethics, have not been given enough attention by

organizational theorists. These concepts are thought to be a significant part of
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understanding how organizations develop and change, and thus are very important factors

to consider in many organizational studies. (Bennis, 1994)

There is no such thing as a “good organization” in any absolute
sense. Always it is relative; and an organization that is good in one
context or under one criterion may be bad under another. (W. Ross
Ashby, 1970)

As organizational cultural values were becoming prominent features of
organizations, the view of the individual, again, was devalued. The ethical and moral
dimensions of organizations, in some studies, challenged the notion that organizations are
motivated only by purely economic motives. Some organizations were being judged
according to moral ethical values. Research suggested that organizational goals and
initiatives are, and should be judged by much larger constituencies, and thus
organizational responsibility has been broadened beyond economic motives. All this

thinking about the organizational values, supersedes individual values.

Though individual morals and personal ethics are considered in this cultural view,
studies suggest that individuals will/should conform their personal values to
organizational values, and adopt the ethics and morals of the organization. The literature
implies that if individuals cannot assimilate into the organization’s culture, then they are
more likely to move to another organization rather than try to change it. If an individual
tries to change the culture of an organization, such changes are identified as slow, tedious

and often unsuccessful. (Aubrey and Cohen, 1995)

Organizational analysis has expanded our understanding of organizations in new
and interesting ways, especially through various human relations views. The open

systems concept, socialization and cultural considerations sometimes contradict the
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classical rational view, but more often become supplemental to the original view of
organizations. Whether a study examines morals, motives, justice or the ethics of caring,
organizational hierarchy and formal structures are assumed present and desired. As
discussed above, an emphasis on open systems, social groups and organizational cultures
all seem to diminish the sense that individuals are, or can be, an important influence upon
organizations. Organizational analysis has changed significantly in many ways, but
continues to suggest that individuals succumb to the power of the organization.

In contrast, the career perspective realizes that individuals bring knowledge, skills
and experience, that has been learned over a lifetime, to organizations. Individuals use
these abilities to develop their careers within organizations. They may be influenced by
the social, political or cultural elements of the organization, but individuals are told that
to enhance their careers they should make choices that effectively capitalize on their
present set of skills and abilities in new situations. Interacting with others in well-
understood, historically effective ways, and to cast their moral and ethical values upon
decisions are important career activities. The importance of individual actions based on
lifelong experiences and knowledge acquired in the past, is a part of career development.
Such actions are also a part of organizational development and should not be ignored or
discounted in the organizational literature. Individual career-motivated activities
influence organizations, but the ways are uncertain. More studies that reveal how
individuals influence organimtjons are needed.

One final area of research about organizations, that has significantly altered our

view of organizations, is the socio-technical view. Technological advancements have
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thrust organizations into rapid, turbulent times. Technology has creates a state of “flux”
in organizations and sometimes caused organizations to spiral out of control. Though
changing demographics and a global marketplace, have also created new challenges for
organizations, technology has placed many business enterprises in compromising and
threatened positions. Technological change also raises questions about the value of
individuals, especially in relation to acquired past knowledge that may not help with new
problems posed by new technology. An explanation of how and why organizations
change continues to baffle. As technology calls for “new” knowledge, individual abilities
to acquire this new knowledge (i.e., their ability to learn) is being considered. Of even
greater interest for this study is when the concept of organizational learning is considered
in organizational research. (This will become more clear in chapter two.) But first, a third
shift in organizational research, both major and current, — the socio-technical view --
considers the diminishing role of the individual in organizations.
Socio-Technical View

In addition to the human relations views altering ways we think and talk about |
organizations since the classical view was expressed, now the socio-technical view of
organizations has accelerated the rate of change in our thinking. Organizations struggle
to keep pace with rapid technological advancements and organizational research struggles
to identify the important factors of technological change. Technology has created an
imperative for change. Organizational research has documented many ways that

technology and the resulting need resulting change is problematic. The ability of an
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organization to respond appropriately, effectively, and quickly, seizing a technological

advantage, is one of the most pervasive challenges for organizations.

Early in the 1970’s, the rate of technical progress was just beginning to escalate.
The importance of individuals to the organizations was immediately threatened with this
kind of progress. As this Me time, the organizational field of study was expanding by
to investigating the human dimensions of organizations. The open, organic view widened
the boundaries and set forth a wide-range of orgadmﬁonﬂ influences and offered out for
study complex, systems of organizations, all ideas rendering individuals as only one o.f
many organizational influences. Technical progress accelerated change and the organic
view of organizations seemed better equipped, than the mechanistic view, at determining
how to keep pace with the rapidly changing technology. The organic v1ew, alongside the
reality of technical changes, identified ways that technical progress, in many cases,
threatened to render certain jobs obsolete, particularly some jobs performed by
individuals. Thus, technical progress, from its early beginning, was seen as an
independent power to which individuals (and organizations) mt;st respond. (Dalton and
Lawrence, 1970)

As social and behavioral considerations provided new insights into organizations,
Alfred Toffler, a world renowned scholar and social critic, came forth with several radical
ideas for the 1970 era. His book was called, “Future Shock.” He viewed organizations
from a systems perspective and made ominous predictions about how technology would
drastically change organizations and the lives of the individuals within them. Toffler

described an emerging, super-industrial, world filled with temporary organizations and a
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world where people were overwhelmed by change. He examined “the death of
permanence.” He described how computers wéuld Jforce upon us a “knowledge and
information age.” Specifically, he described that technology would challenge and
eliminate the need for many jobs. Toffler’s solution to the threat of technology, was for
individuals to acquire new knowledge and become good learners. The need for everyone

to learn was now imperative, according to Toffler. (1970)

Within this stream of research questions are not strictly about human dimensions,
as in the human rela:ions'view, but some studies ask what the impact of technology is
upon humans. Fear, doubt, and insecurities held by organizational members are
recognized and studied as a part of organizational research. (Argyris, 1957; Blau, 1987;
Elfrey, 1982) Toffler described technology as a great engine with a mighty accelerator,
and he saw individuals (especially with technical knowledge), as the fuel to run the

engine. People needed to learn new ways and acquire new knowledge.

However in practice, studies revealed that people were clinging to the status quo
and were resistant to change. (Baron, 1990; Drucker, 1994; Handy, 1996) Psychological
Tesearch described how people became filled with self-doubt in the face of change.
Uncertainties abounded among organizational members. Even organizationally,
technological change meant losing or relinquishing control to one part of the
Snvironment. As more and more technological change was seen on the horizon,
Individuals (and organizations) were threatened. It seemed that new ways of achieving

Success were being identified. Along with the new ways, many careers, industries and

Organizational types were becoming obsolete. (Merlyn and Parkinson, 1994)
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These times are often referred to as the Information and Technology Age, which

has replaced the Industrial Age. For over 10,000 years, the rate of discovering knowledge

about ourselves and the universe has be spiraling upward. The future is predicted to be
just like the period after the invention of writing and books, when there was a significant
jump in knowledge. So, too, since the invention of the computer, is another significant
leap in knowledge forecast. “With its (computers) unprecedented power for analysis and
dissemination of extremely varied kinds of data in unbelievable quantities and at mind-
staggering speeds, computers have become a major force behind the latest acceleration in
knowledge-acquisition. . . . Knowledge is change - and accelerating knowledge

acquisition - fueling the great engine of technology, means accelerating change.”
(Toffler, 1970)

Toffler coined the phrase “ad-hocracy.” He described the breakdown of
bureaucracy and the arrival of a new organizational system that would produce dramatic
changes, including ominous predictions for individuals in organizations. These predicted

Changes are those that Handy says are now a reality:

One of the most persistent myths about the future envisions man as
a helpless cog in some vast organizational machine. In this nightmarish
projection, each man is frozen into a narrow, unchanging niche in a rabbit-
warren bureaucracy. The walls of the niche squeeze the individuality out
of him, smash his personality and compel him, in effect to conform or die.
since organizations appear to be growing larger and more powerful all the
time, the future, according to this view, threatens to turn us all into that
most contemptible of creatures, spineless an faceless, the organization
man. (Toffler, 1970)

Twenty years after Toffler’s Future Shock, organizations have experienced

dramatic change. Both implied and real threats to the security of organizational members
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has resulted. Organizational theorists continue to consider how humans can be “fit” into
technologically-run organizations. The ad-hoc groups, temporary teams, throw-away
organizations that Toffler predicted in 1970, have become a reality. Research describes
how technology drains the authority and power of the people of organizations. Research
also confirms that temporary, ad-hoc groups inspire, adapt and engage in creative
problem-solving. Virtual organizations, like the ones Handy described, (see quote at
beginning of chapter), are more and more prevalent; and people of organizations are
dispersed and detached. (Kilmann, 1996)

The socio-technical view suggests that technology may dismantle bureaucratic
organizations and maybe all organizations, as we now think of them. The role of the
individual in virtual organizations is uncertain and considered more complex than ever.
Studies about knowledge possessed and shared by individuals is an expanding stream of
thought in this view of organizations. (See chapter two.) Already power relationships
have changed from vertical to horizontal, or becoming knowledge-based. (Nonaki and
Takeuchi, 1995) Organizational members are viewed as residents and creators of
knowledge, but so too are organizations seen as receptors of knowledge that is something
tO be converted into organizational power and authority! Complex variables and web-like
Telationships uniquely created within organizations are based on a wide range of factors,

Including individuals. Thus, technology has pushed organizational analysis to extend
Ltself even further to consider new environments and new horizons than ever considered

by the human relations view. (Drucker and Falmer, 1993)
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Not only are the shapes of organizations changing, but individual behaviors called

for in organizations are dynamically different. The 1970’s research viéw of technical
progress sought ways to understand how to continue to control and design functional
differentiation, specialization, structured tasks, and formal delegation activities in
organizations. (Dalton and Lawrence, 1970) By the 1990’s, individual entrepreneurial,
creative and competitive efforts are sought; but are still shaped around organizational
needs. Ways to reduce rigid, bureaucratic organizational structures are desired, while
retaining control. Organizational analysts study and write about technological change
using terms like, “frightening speed,” “rapid,” “unforeseen,” “unpredictable,” “chaos,”
and “crisis.” The bureaucratic model of organizations, still voraciously studied and
Sometimes emulated, is now considered “inadequate,” and a big part of “the problem”.
(Huey, 1993; ___, Chief Executive, 1995) Finally, individual efforts that produce
changes to the structures of organizations, and other bureaucratic features, seem infinite

and are being considered. Leaders are especially burdened with facilitating change.

The bureaucratic and scientific view of organizations established stable,
Centralized, decision-making processes. This view created formal gradations of power
and authority, and structured functional organizational designs. As technology has
Prompted change, ways of breaking down these rigid well-established structures have
become paramount. Contemporary views still value formal bureaucratic organizational
Structures as stable, secure, and predictable environments, but there is recognition that
Organizations must restructure themselves into cxpldratory, creative, revolutionary and

dynamic environments. Removing the discord between what organizations are and what
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they should become is a current challenge for leaders. Knowledgeable, flexible,
adaptable leaders are highly desired. But the risks to leaders’ careers, from these types of
béhaviors, have been recorded in the research. Before considering how closely leadership
concepts parallel organizational concepts, a few final observations are made about the

socio-technical view of organizations and ways that individuals are gaining prominence.

As we near the end of this century, most “traditional” organizational structures
hawve been challenged. Organizing by function, formal communication structures
operating according to hierarchy, and distinct job specifications still exist — but are often
Viewed as deterrents to change. Formalities and other rigidities are thought to decrease

an organization’s ability to change quickly. (Peters, 1987) These barriers to
organizational success are broken down, through concepts of “reengineering” and
“continuous quality improvement.” New ways of operating are needed. And the wisdom
of past activities, based on past experiences, often seem outmoded, according to the
Socio-technical view. The need to change because of new technology, creates some doubt
that what individuals have come to know and understand over the course of their lives, is
Of less value than new knowledge to be learned and applied in the future. Some theorists
believe the ability of the organization to acquire new knowledge, must begin with
Individuals. (Aubrey and Cohen, 1995; Nonaki and Takeuchi, 1995)

The socio-technical view of organizations promotes open and informal lines of
Communication, flatter bureaucracies, cross-functional matrices, flexible and adaptable
‘Work flow processes, for example. Not only are the less-traditional, less bureaucratic and

on- mechanical organizational factors sought, but fluid, dynamic, variable and unique
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ways are preferred. As noted above, individuals, and especially leaders, are needed to
control these “hard-to-control” organizations, to predict what is nearly impossible to

predict and to manage what is difficult to manage.

For three decades, organizational theorists have been suggesting that
organizational members need to embrace and encourage change. Individuals, not just
groups, can create change. Both research and practice confirm that changing times create
unpredictable and uncontrollable situations, that people often resist. (Novelli & Taylor,
1993) Entrepreneurial and creative activities are encouraged and experimental ways are
supported. Trial and error activities are encouraged. Action learning is advocated. But
new types of individual (and group) activities are put into practice, the promised security
of experimentation and testing, is often more rhetoric than reality. Individuals, and their

Careers, are being put at risk. (Slade, 1994)

Handy suggests that the way we think and talk about organizations must change.
We now think very differently about organizations than in the past. Even the language of
Organizations has changed dramatically. Terms used to describe organizations used to
include: stable, predictable, and controllable; these have been replaced with
transformational, radical, revolutionary and chaotic. As members of organizations pursue
their careers within organizations, they engage in dialogue, collaborate, partner, facilitate
Communication, influence others and are influenced by others, rather than directing,

Controlling and authorizing organizational activities as in the past.

Technological advancements have prompted thinking that people in organizations

are both the problem and the solution. As organizational structures become more dynamic
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and, thus, more uncontrollable, indi\;iduals are expected to inspire and create . . . and

control. But technology continues to alter the environment rapidly, often rendering new
ideas obsolete or ineffective long before they have had time to be fully implemented. As
individual entrepreneurial efforts are carried out, they often fail. Organizations cannot
exist for long from failures, and thus the search for predictability and control of outcomes

continues.

Before considering the aspect of incorporating career issues into organizational
research, the close relationship between the organizational studies and the leadership
studies is important to note. In chapter four, career development issues are also offered in

Contrast to both areas of research.

LEADERSHIP CONCEPTS ATTEND TO ORGANIZATIONAL VIEWS
A close relationship exists between the evolution of organizational research and
°hAn§ed views of leadership. Chapter four describes how leadership theories inform
Career development concepts, in limited ways. This section highlights how
Organizational views correlate with contemporary views of effective leadership, thus are
mMutually informing. As this chapter points out, individual efforts in organizations seem
10 have diminished in importance, at the same time that other important (and human)
Teatures are being added to the research, e.g., technology, group activities and
Organizational cultures. At the same time organizational aspects have been changing,
Yeadership challenges have also been escalating.
New and changing organizational issues have not been restricted to organizational

analysis. As organizational studies have widened in scope, ideas aBout leadership have
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also become more complex. The classical view of leadership, parallels the classical view

of organizations. This view suggests that leaders direct, control, and generally, operate in
a highly formal, autocratic manner. Weber’s classical view depersonalized organizational
operations and sought to eliminate, or reduce as much as possible, the influence of
umnreliable human judgments and emotions. Similarly, the now-outdated classical
leadership view advocated the need to expunge the emotions of employees (and leaders)
and to eliminate as much human interference in operations. Giving direct orders and
tightly controlling all situations was the leadership norm.

As the human relations view looked at the realities of human emotions, feelings,
attitudes and beliefs in the work place, leadership approaches first became less autocratic
and more democratic. Further, effective leadership concepts, as early as the mid century
and continuing today, recognize the need for leaders to be empathetic and to positively
Support subordinates. Also the need for humans to affiliate into groups was being
understood and encouraged, leaders were participating and collaborating, not directing
and controlling.

One early human relations model, was tied to leadership concepts. McGregor’s
Theory Y model placed an emphasis on individualism and self-actualization. Also, the

Likert System IV model stressed organizational flexibility and adaptation. Likert also
Tesearched issues of morale and productivity, but was unable to find a strong correlation
between the two. These ways of thinking about organizations influenced leadership
‘views. These and other similar views maintain that there is essentially no conflict
between individual human needs and organizational needs, at least none that cannot be

resolved. The leader is to be a facilitator in this theoretical no-conflict environment.
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L eaders are agents who create and sustain paths toward mutual satisfaction. (Bennis,
1994) Thus, both leadership views, the classical and human relations, seem naive and
limited, much like organizational research.

Unlike organizational research, though, leadership studies have considered not
only the organization but also the individual. This research explains that strong,
confident, hard-driving managers have been replaced with empathetic listeners and
coaches. (Rost, 1991) Individual attributes of this later type were favored. And as
individuals carried out leadership responsibilities, individual career needs versus
organizational needs were being considered. In his 1957, Personality and Organization,
Chiris Argyris concluded that individual needs and organizational needs were basically
incompatible. According to his views, the individual develops along a continuum of time
and experience toward “self-actualization.” The organization creates task specialization,
a chain of command, unity of direction, spans of control and other repressive and
restrictive conditions for the individual. “The picture we get from Argyris is that of an
Organizational behemoth slowly but surely bringing down the individual’s need for
8rowth and actualization.” (Bennis, 1993)

Contemporary views of leadership still seek optimization between organizational
£oals and individual goals, but in more collaborative ways than the dictatorial classical
‘View. Research suggests that simultaneous optimization is not usually feasible and that
there must always be accommodation and a relinquishing of at least some objectives on
both sides. (Elfrey, 1982) Contemporary organizational views acknowledge the need to
strive for individual satisfaction and motivation, but never by sacrificing organizational

effectiveness. Leadership studies combine issues about becoming an organizational
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change agent and a facilitator of others pursuing organizational goals. Issues about self-
control and meeting individual needs are included. (Rost, 1991) While the organizational
literature assumes that leaders create, implement and assess activities to meet the needs of
the organization, with regard to individual needs or preferences, leadership studies
consider aspects of both. But leadership studies still suggest that organizational
preferences and needs take precedence over individuals.

Now as questions are raised about the role of the individual, and about career
pursuits within organizations, a new way of informing organizational thinking is not
likely to result by an emphasis on leadership, since the two streams of thought parallel
each other. Leadership concepts do add individual considerations to the studies, but not to
the extent of career studies. The evolution of organizational research has also influenced
and changed our views about what constitutes effective leadership. Both forms of
research continue to be reality-centered, but continue to emphasize meeting
organizational needs while ignoring meeting individual career needs. As these behavioral
and social views expanded research, plus the imperative to change from technological
advancements, both areas of study face a serious dilemma:

Conventional wisdom began faltering when a number of changes

in our society began to affect the basic character of human organizations.

I am referring here to changes in scale, and complexity in modern

organizations, to the rate of technological change, the rise of trade

unionism, the growth of the human sciences, the separation of property

from power, the influx of professionals into large-scale organizations, the

increase of the general educational level and aspirations of workers, and a

shift in the value systems of the world community toward

humanitarianism, science and democracy. . . . In short managers were

basing their predictions on incomplete and skewed data, a mechanistic and

depersonalized view of man, and late Victorian, Darwinian ideals of
Empire. The last three decades of research and practice in the behavioral
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science has been one long casualty list of threatened assumptions and
myopic views on the human side of the enterprise. (Bennis, 1993)

Finally, the absence of strong leadership in many organizations today is regularly
noted in the literature. (Gardner, 1995) Given the decreased emphasis on individual
leadership considerations, this is not surprising. Leaders are still expected to produce
desired organizational results, but face many situations that limit or restrict them.
Becoming less dictatorial and more democratic has limited leaders’ abilities to control
outcomes. (Rost, 1991) Individual leadership efforts have been diluted by team structures
and new technological operations. (Bennis, 1995, Myer, 1996)

Thus, career development activities of leaders, carried out within organizations, is
yet another reality that warrants study from the organizational perspective. Career issues
may be a part of leaders activities, as they attempt to control or influence organizational
outcomes. What happens when organization needs threaten the development of a leader’s
career? If individual influences upon organizations have diminished, in what ways and to
what mt does an individual prevail? The next section begins to examine reasons why
career issues may have been ignored in organizational studies; and suggests potential
benefits from incorporating career information into organizational research.

INTEGRATING CAREER IDEAS INTO ORGANIZATIONAL RESEARCH

This chapter highlights organizational research changes in the past and present.

Even though this field has changed in several important ways, individual careers and their
development have generally not been a part of this area of study. Actually, individual
considerations have diminished or been ignored as important organizational factors.

Important factors being studied usually include organizational design, communication
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systems, formal and informal procedures, culture, and technology. While organizational
studies have expanded extensively, researchers continue to call for improvements and
additions to this field. The benefits from integrating career issues into this area of
research are generally described below and discussed in greater detail in the next chapter.

The influence of career development activities upon organizations could begin
with the contemporary socio-technical view. According to this view, careers in the
future are likely to advance through possessing and acquiring new forms of technical
knowledge. Thus, knowledge is an important factor in organizations, today. (Drucker,
1991) In contrast, the discussion could begin with an historical age/stage view, that
identifies how careers advance by accumulating and assimilating many lifelong
experiences. Different career stages produce different levels of individual effectiveness
when carrying out tasks and responsibilities. These different levels of ability, based on
career stages, can ultimately effect the success of the organization. (Super, 1957, Super,
1984) First, there is a more basic question to consider. Why have organizational studies
seemingly ignored and sometimes negatively perceived issues about career development?
Individuals Influence Organizations

First, organizational research suggests that individual goals and organizational
goals should be mutual and simultaneously optimized. The reality that this is always
possible seems unlikely. Organizational analysis suggests that individuals should make
trade-offs, compromise, adapt, adjust, and integrate their goals with those of the
organization. The organizational attitude toward career development, creates a sinking
feeling that the organization is, and should be, the controlling factor in one’s career

development decisions.
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In contrast, career theorists caution against relinquishing control of our careers to
others, especially to organizations. No matter how well-intentioned an organization may
seem, e.g., having extensive employee development programs, individuals are advised
never to abdicate career planning and career decisions to anyone else. (Dalton, 1986,
Elfrey, 1984, Schein, 1985) Career analysis promotes self-assessing behaviors, the
recognition of self-perceived abilities and values self-directed behaviors. The
independent pursuit of careers, many times carried out within organizations, means
seizing opportunities and making choices for the sake of a career. Self-motivated
behaviors are at the heart of career development concepts. Thus, one reason why career
issues are not regularly incorporated into organizational analysis may be that such career
development views, would diminish the power of the organization.

Another explanation may stem from the reality that career development within
bureaucratic organizations means rising through the ranks over time. Omitting career
considerations may be because careers span many years and many organizations. In other
words, attention to a career over time might create the image that a “contract” exists
between the employee and the organization. The implied contract would be based on the
individual providing expertise and competence and on carrying out orders. In exchange,
one’s career is secured and developed through monetary rewards and other forms of
status provided by the organization. This idea of a contract creates a liability for the
organization, thus may explain the absence of career ideas from organizational studies.
(Pedler, 1994)

Finally, and in contrast to the career perspective, the human dimension of

organizations is often viewed as just another set of physical assets of the organization.
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This “non-enlightened” view offers a perception that organizations have the responsibility
of developing these human assets. Thus, employee training and other formal
development programs, are not planned around personal career desires, but rather around
ways of enhancing and improving the organization. Giving greater attention to career
issues could create a contradiction. All three of these explanations (stated above) suggest
| weak rationale for paying.little attention to the role of the individual when studying
organizational development.
Career Issues Inform Organizational Change

Sometimes organizations provide programs that link formal training with career
interests; but the realities of favoritism and nepotism within bureaucracies often destroys
any allusions that formal training guarantees career advancement. Alternately,
individuals who allocate organizational resources for their own personal self-
development risk being accused of elitistism or disloyalty to the organjmtion. (Zalnick,
Dalton, and Barnes, 1970) Thus, at least on the surface, both individuals and
organizational descriptions of development activities may be linked to careers, and
individual activities, but will more often be politically characterized as ways of meeting
organizational needs.

Organizational-sponsored career planning has been reduced in recent years.
(Senge, 1994; Schein, 1995) Large organizations, in particular, sometimes have the
resources to provide extensive career development support. Programs that include self-
appraisals, and promote a linkage between individual and organizational interests have
not been totally absent from organizations, but also not prevalent. While some

organizations support career planning and attest to its importance, other organizations
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take no formal action nor provide formal programs to help advance individual’s careers.
More often in organizations, individuals are expected to carry out their own career
planning. Individuals are not readily encouraged in their career pursmts Most pursuits
are to take place outside and after performing the work of the organization, which is
considered primary. The result, often recognized in career studies, is that people spend
less time thinking about their careers than about choosing a house or selecting an
automobile. People just trust their careers to luck and put off self-development, often to
their own peril. Few individuals, it seems, recognize that career planning is a lifelong
activity and a continuing personal responsibility. (Elfry, 1984)

Careers may evolve without design, and the encouragement from organizations
varies. Nonetheless, some career-motivated activities are carried out in organizations; To
what extent and how, is unclear and this study attempts to reveal more about this
nebulous area. This chapter describes how organizational research has changed
dramatically and suggests that this research will, and should, continue to evolve. First,
when scientific views suggested that human emotions within organizations were
nqdwimble and should be expunged from organizations, shortly after studies of human
emotions began. Then when formalized organizational structures were advocated for all
organizations, the existence and power behind informal organizational activities surfaced
as needing to be studied. And now, as technical progress and technological
advancements increasingly favor organizational systems over iz;dividual efforts, attention
to the importance of individuals learning has been sparked. Career considerations are

related to studies about organizational learning.
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Both contemporary research and practice promote the organizational need for
knowledge and information. This may dlmlmsh the importance of the individual further
by devaluing individual knowledge learned in the past, through career and other life
experiences, over organizational knowledge. Some research on knowledge within
organizations asks about how already-possessed, individually-held knowledge, which is
sometimes called embedded knowledge. Embedded knowledge within individuals is
thought to influence organizational planning and organizational activities. Embedded
knowledge is something that some individuals, and not oﬁm, can leverage across
different areas of the organization. Some past knowledge is applied successfully to
changing conditions and helps an organization meet new needs. Individuals, who possess
the ability to use already-acquired knowledge in a variety of circumstances, are thought
very likely to succeed in this information and technology age. (Drucker, 1995, Myers,
1996) In this way, more attention to individuals in organizations is beginning.

Career experiences that produce transferable capabilities to new organizational
challenges are important, but not well understood, nor easily identifiable. Research about
the effects of technology suggests a need for core capabilities, or know-how, that resides
with the people of the organization. ‘;T'he organization can thus be characterized as a
montage of individual capabilities and informal networks and relationships, rather than a
series of pre-determined roles and positions and formal hierarchical relationships. . . .
Thus, despite the inherent difficulties, many organizations try to make their employees
more versatile by putting them through different experiences and rotating them through
various assignments.” (Bahrami, 1996) Studies about ways in which already-possessed

knowledge, gained from past experiences, and applied to future problems, is becoming a
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critical part of organizational research today. The integration of career issues with these
ideas about knowledge is possible and informative.

Career development is about utilizing one’s current abilities, seeking out new
challenges and gaining new experiences. The importance of learning from experience, is
not a new concept to the field of career research; but is a new way of studying
organizations. Organizational research of the 1990s has exploded in the direction of
exploring ideas about learning and knowledge, acquired in the past and applied in the
future. Individual knowledge and learning concepts are considered “critical” features of
contemporary organizations. Questions about knowledge acquired through past
experience and ways of learning devéloped over the course of one’s career, (and life), are
more and more often included in organizational studies. (Mabey and Iles, 1996)

Along with this trend, one drawback in studying the effects of individual career-
motivated behaviors on organizations, is the emphasis on group efforts. As noted earlier,
organizations are trying to become more flexible and adaptable. Team-based decision
processes are being established, and then pools of shared competencies created. The
effects of individual behaviors on the organization, have become even mqre difficult to
differentiate in these team-based environments. Individual contributions to team
decisions are difficult to assess. The value of career-motivated actions, based on self-
perceived abilities, and acquired through past experiences, may become even more
dispersed and diluted as the frequency of team-based decision making processes
increases.

In addition, the existing capabilities of individual organizational members,

utilized at appropriate (future) times, could potentially become more valuable to increase
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in highly dispersed, (virtual) organizations. Individuals are more separate from groups,
and are able to be connected through technology. Individual activities may become more
isolated. Until then, group or team decisions, even in virtual organizations, make it
difficult to isolate and study individual contributions and influences upon organizations.

The next chapter examines an emerging organizational research concept —
organizational learning. This research theme, sometimes tied closely to technological
change ideas, is creating a growing interest in the study of knowledge and learning in
organizations. Individual abilities and individual actions are considered in studies about
the role of knowledge in organizations. But the study of learning and knowledge within
organizations, and according to organizational research, continues to emphasize actions
that support organizational objectives, rather than career objectives. The next chapter
examines how the concept of organizational learning includes ideas about individuals,
unlike some other research subjects. An organizing framework about learning is
developed, plus a way of integrating career issues into organizational Mysﬁ is
established. This analytical framework is used to study an organization and its leaders, in
chapters three and four. The final chapter of this analysis considers the benefits of having
considered career-motivated behaviors alongside other organizational factors. The
benefits include finding new ways of understanding organizational activities and

organizational successes, stemming from individual career pursuits.



Chapter 2
ORGANIZATIONS, INDIVIDUALS, AND LEARNING

Introduction

There is an increasing level of interest around the subject of learning, both in
organizations and by researchers. Like many other subjects related to organizational
development, studies about learning mainly focus on understanding organizational
development, not individual development. Though organizational research does not
totally exclude individual development issues, such issues are treated in limited ways.
Learning informs organizational practice, by better understanding how problem solving,
decision making and organizational designs relate to ideas about learning. Also, some
studies about organizational learning consider individuals — how and what they learn. As
the subject of learning is applied to organizations, a shift has begun toward having more
emphasis on individuals as important features of organizational development.

Organizational research on the subject of learning continues to expand rapidly.
Many ways of studying learning and closely related ideas are considered in the
organizational context. Knowledge, acquired and applied in the organizational setting,
represents one important stream of research on this subject. The transference and
integration of information and knowledge is another. Not only the ability of the
organization to acquire, create, transfer and integrate knowledge is studied; but research

on individual abilities that are transferred and create knowledge within organizations, i.e.,

50
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to learn, is also included in some organizational research. Research on organizational
learning has many components, and in relation to this study, individuals are becoming an
important consideration to this subject area. Thus, the subject of organizational learning
has been selected as the subject for this study that is about organizations and individuals.
(Nonaki and Takeuchi, 1995)

Organizational learning represents an area of research that is both timely and one
that focuses not only on organizations, but individuals as well. Since this study takes up
the question of individual influences upon contemporary organizations, shaping ideas
around the subject of organizational learning is appropriate. Questions about how
individuals relate to the subject of organizational learning are examined? There is a focus
on the organization, and its development, plus the relationship of individuals and their
development within organizations. Typically, studies about organizational learning are
about organizational development, not individual development; but studies about
organizational learning often incorporate information about individual learning.
Organizational learning is a subject that includes ideas about both organizational
development and individual development, and thus is the subject of this study.

Research on organizational learning centers around issues of development. And,
individual learning, in relation to organizational development, is considered among many
studies on the subject. A study about organizational learning may, in fact, study the
development of both organizations and individuals. This chapter reviews the scope of
current research on the subject of organizational learning — which mainly focuses on
organizational development. Sometimes ideas about individual development are a part of

this type of research, and such instances are of special interest. This review of research
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on organizational learning, also points out how our thinking about organizations has
moved even further from the historical classical view of organizations.

This chapter first reviews the concept of organizational learning, generally
presented in organizational research; plus a working definition is provided. Ways in
whxch this subject is currently studied are described. Once this review is completed, an
organizing framework is developed to guide two studies about organizational learning.
The framework incorporates many concepts related to the subject of organizational
learning, both for individuals and organizations.

Beginning with an heuristic framework, specific elements associated with
organizational development, establishes a discovery process about organizational learning
for the organization. Eventually (in chapter four), individual career elements are
developed using the same framework. This framework is used to produce, first, a case
study of a particular organization, (chapter three), then a career biography of one leader
(chapter four). The two studies, similarly constructed, allows the integration of two sets
of ideas produced through separate. analyses, to occur. Findings from the two studies,
plus additional findings when the two analyses are integrated, are presented in chapter
five. Generally, this study confirms the importance of incorporating individual career
development issues into studies about organizational development.

WHAT IS ORGANIZATIONAL LEARNING AND HOW IS IT STUDIED?

Selecting the subject of organizational learning is a way of considering individual
influences upon organizational development, but other influences must also be
considered. Factors commonly included in analyses of organizational learning have been

selected. To aid this selection of various organizational influences, two definitions are
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first discussed. In organizational research, definitions of organizational learning and
definitions a learning organization can be distinguished. A working definition of each is
provided below. Learning in an organizational context is about development and
research about learning involves the concept of knowledge. Thus, after defining both
terms, three types of themes within organizational learning studies, are discussed.
Organizational learning studies may investigate: 1) ideas about knowledge in relation to
prganimﬁonal development (its acquisition and transference); 2) problem solving in
relation to knowledge concepts; or., 3) organizational structures that encourage the use of
knowledge. These three analytical approaches are readily found within the research about
organizational learning. Essentially, studies about learning in organizational contexts are
about development — organizational development. Open systems views establish
analytical frameworks that consider a great number of factors in relation to learning.
Thus, studies about organizational learning often intend to inform our thinking about how
organizations solve problems, create change and develop. After reviewing the following
definitions, more of these research ideas are discussed as a way of demonstrating how the
individual is considered within this subject area.
Organizational Learning: A Working Definition

The subject of learning within the organizational context, is usually referred to as
“organizational learning.” The term, “learning organization,” is relatively new to the
organizational field of study. Peter Senge is credited with coining these terms, but he
does not attempt to separate his ideas about learning as they relate to individuals versus
organizations. He sees individuals and organizations as integral to organizational

learning. The following definitions establish a distinction between organizational issues




54

and individual issues. This distinction is helpful for constructing this study. These two
definitions are offered as an initial way of thinking about individual learning in relation to
organizational development:

A learning organization can be described from a systems, i.e., holistic,
perspective. An organization is a discrete entity that establishes a way of organizing
activities and outcomes, in order to develop and change, organizationally. A learning
organization does not simply change for the sake of change, nor does it grow just to
become bigger. A learning organization engages in progressive and developmental
change.

Organizational learning can be associated with specific organizational activities
and outcomes that produce change and are most often directed, initiated and carried out
by individual organizational members.

These two definitions helps create a distinction between organizational learning,
individual learning, and organizational development. They devise a particular way of
studying learning in an organizational setting that pays attention to individuals as one
factor to be considered in relation to organizational development. An analysis of various
organizational activities and outcomes, and associated factors, represents an analysis
about a learning érganimﬁon. Individually-initiated activities and outcomes that
influence organizational development are also a part of organizational learning. This
distinction is central to this study about organizational learning and attempts to isolate
certain individual developmental factors and draw some relation of these to

organizational development.
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Initial Learning Concepts Attached to Organizations

Before three different analytical approaches to studying learning are discussed, a
general review about the evolution of this subjeét in the organizational research field
serves is helpﬁﬁ. Peter Senge, in his book, The Fifth Discipline, considered individual
and organizational influences, together, in relation to organizational learning. Given the
general absence (neglect) of studying individuals in organizational research, this
inclusion represented a new trend. (See chapter one.) Activities and outcomes carried out
by individuals versus organizational activities and outcomes have both become forms of
learning to be studied. In this way the role of the individual in organizations has been
elevated in this type of study. Featuring individuals; and their learning, means that
individuals’ abilities to influence organizations is being considered. Studies about
learning in organizations is a relatively recent t;'end, thus many conceptualizations are
still being carved out from the masses of available data.

Many ways of studying organizational learning prevail at the present time. This
subject has inspired new approaches and new ways of thinking about and studying
organizational development. Though, the studies have no empirical foundation, some
researchers believe that studies about learning and knowledge may bring about a new
theory of organizations. The term, Learning Organization, was popularized by Peter
Senge in his 1990 book entitled, “The Fifth Discipline.” Since then, the concept of
learning oMom is frequently considered in organizational research. As the subject
is exploding, Senge’s concepts are widely cited, ideas that apply not only basic
management principles, but also adult learning concepts. Organizational researchers use

many iterations of Senge’s five disciplines to inform their studies. (Chawla and Renesch,
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1995) Therefore, a brief description of Senge’s concepts are presented to conclude this
general overview of the subject of organizational learning. Once the general learning
concepts are reviewed, (according to Senge’s framework), three prominent branches of
study are discussed. Together, this information lays the groundwork for creating an
organizing framework around the subject of organizational learning to be used in this
study.
Senge’s Disciplines of Learning

Peter Senge, in his 1990 book, “The Fifth Discipline,” describes successful
learning organizations, as composed of two types of learning: adaptive learning and
generative learning. He suggests that organizations not only need to cope and respond to
the changing environment (adaptive learning), but must seek ways to expand capabilities
into the future, (generative learning). In 1990, Senge’s five disciplines became important
principles thought essential for organizations to successfully create a total learning
environment. They are:

SENGE’ FIVE LEARNING DISCIPLINES

Table 2.1

First Building Shared Vision | The practice of unearthing shared “pictures of
the future” that foster genuine commitment

Second Personal Mastery The skill of continually clarifying and
deepening our personal vision

Third Mental Models The ability to unearth our internal pictures of
the world, to scrutinize them, and to make them

| open to the influence of others

Fourth Team Learning The capacity to “think together” which is gained
by mastering the practice of dialogue and
discussion

Fifth Systems Thinking The discipline that integrates others, fusing
them into a coherent body of theory and
practice.

Taken from The Fifth Discipline by Peter Senge
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Several helpful ideas about learning in organizations emerge from this framework.
First, Senge’s principles are reminders of the dichotomy between thinking about
organizations where individual learning takes place versus ways in which arganizations
develop, i.e., learn. Senge helps examine autonomy and authority of individuals in
organizations, and recognizes that individual organizational members are learners, (#2 -
Personal Mastery and #3 - Mental Models). But the organization, operating as a whole
unit, is also considered a single learning entity. (#1 - Shared Visions, #4 - Team
Leaming). Thus Senge’s framework considers both individual and organizational (group)
learning. He combines both types of learning to create his fifth discipline, systems

One additional observation about Senge’s principles, is to consider how his model
shifts from the historical view of learning. All too often, the concept of learning within
organizational settings was limited to ideas about formal training, or formal development
activities. Senge’s five disciplines, provides a construct to analyze learning that is not
formally planned and carried out. Senge studies adaptive learning and generative
learning. Adaptive learning, according to Senge, is responding to changing environments
and generative learning is expanding capabilities. Both can happening informally. Both
happen in day-to-day experiences, develop over time, and in unplanned ways. Senge
believes these non formal ways of learning are an important part of organizational
development and thus critical to the success of organizations. Senge’s framework
inspired others to begin thinking about and studying learning that occurs not only in
formal training programs and suggests that learning through non formal means is

important to organizational development. (Senge, 1990)
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Before Senge’s work, several predecessors also studied learning in organizations.
Argyis (Harvard) & Schon (MIT) wrote extensively on single loop learning, and double
loop learning. Single loop learning refers to a continuous cycle of actions and feedback
and is much like Senge’s view of adaptive learning, while double loop learning is more
complex and involves conceptualizing and analyzing. Today, many terms are being
created to recognize that learning exists in organizations in a great variety of forms.
Terms like strategic learning and action learning are becoming common. In this study, the
term organizational learning is used to refer to all variations of the same idea.

In contrast to organizational learning, the idea of a learning organization, a term
created by Senge in 1990, is more abstract. In 1994, Senge wrote, “There is no such
thing as a learning organization.” (Senge, Creating Quality Communities, 1994) He
explains that the phrase “a learning organization” is a double-edged sword and he has
grown cautious about striving to become a learning organization. He believes the
concept of a learning organization is both empowering and tranquilizing:

Learning organizations are spaces for generative conversations and
concerted action. . . . Learning organizations embody new capabilities.

But a learning organization must be grounded in a culture based on

transcendent human values of love, wonder, humility and compassion; a

set of practices for generative conversation and coordinated action; and a
capacity to see and work with the flow of life as a system. (Senge, 1994,

p.11)

Senge explains that organizational learning is about a system of learning, and is a
better way of understanding problem solving and decision making. Being a learning
organization suggests that an organizational condition exists. (1994) Understanding

learning from a systems perspective increases our understanding of dynamic
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developmental organizational changes that are produced and sustained. As organizations
recognize the need to engage in continuous change, (see chapter 1), the idea of
organizational learning is more appropriate to study than learning organizations. Studies
that seek to understand continuous and future changes based from learning, are more
informing, according to Senge. Studies about organizational learning are studies about
systems of change and systems of learning. (Senge, 1990; Senge, 1994)
Borrowing from Adult Learning Theory

Before exploring the three prominent ways of studying organizational
learning, certain similarities to general adult learning concepts should be identified.
Consistent with Senge and others, the field of adult learning also identifies and values
learning that is not formal. In fact, adult learning theories are commonly built around
three main types of leaming: formal, informal and non formal. (Merriam and
Cunningham, 1989). Adult learning research can, and sometimes does, inform
organizational research. For example, adult learning principles are applied to
organizations in these types of ways. Successful formal adult learning programs, in
organizations and elsewhere, need to account for and accommodate individual adult
peculiarities. Informal learning is considered a lifelong process by which adults inform
themselves about life and its possibilities. Verner calls this accidental or natural learning
and views its importance in organizational settings. (1964) Non formal learning is shaped
around organized adult education, and is something that happens outside the established
formal education system - outside the purview of schools and universities. Thus, learning
concepts from the field of adult education, applied to organizational studies, often

investigate all three types of learning. Through formal development, as well as day-to-day
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activities, adult learners should be recognized for their uniqueness, for possessing
different competencies, and with individual needs and unique preferences. As
organizational learning is studied, an interest in the individualistic nature of learning, is

consistent with adult learning concepts.

This growing interest in studying learning beyond the classrooms, means that
studies are about unorganized, episodic, experientially-based or unique experiences.
(Bennis, 1993) Interest in informal and non formal learning includes attention to lifelong
learning, and learning across the life span, which also is appearing in some organizational
studies. (Quinn, 1992; Reber, 1993) Educational biographies are a way of considering
not only formal, but other forms of learning. Biographies of leaders have been common,
but studying learning biographically is less common. In this regard, it is important to
note that career research has for a long time recognized that career development is based
on a variety of life experiences, and is not just a result of formal educational experiences.
Studies about developing careers pay attention not only to formal educational preparation,
but also to other learning experiences gamered from families, communities, role models,
mentors, health factors, and other age or stage-related life experiences. Such informal
learning experiences are important to one’s career development. Now studies of this type
(about learning) are sometimes considered critical to understanding and explaining
organizational development. (Rodwin and Schon, 1994
The Economic View of Learning

Before turning to three ways of thinking about organizational learning, a word of

caution is offered about research that places a great deal of emphasis on non formal and
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individual factors. There exists the concern that “useful” results will not be forthcoming
from studies about organizational learning. These concerns are economically derived.
Individual development in organizations, especially through formal training programs, is
based on an economic model. Usually, formal training and employee development
programs are designed to benefit many employees, not just one. Also, training programs
are designed to “teach” new skills and expand understanding about areas important to the
organization. For example, training designed around decision making and problem
solving abilities often feature common systems and procedures for groups, rather than
individuals. Thus, for now, organizational learning is thought of as a way of increasing
an awareness and understanding about organizations, than as a way of designing a
specific design or educational/training model eventually to be applied to organizations.
This economic concern about studying organizational learning in relation to
organizational development limits interest in the subject, for some. However, a growing
interest in the subject by researchers, and some practitioners, is still happening. How
long this interest will remain among major research enterprises, remains to be seen.
(Bowles and Gintis, 1986, Fiol, 1994)

This study is about individual influences on organizations and the study will be
carried out as a study about organizational learning, both organizationally and
individually. Among the many subjects covered in organizational research,
organizational learning is receiving attention for many reasons already given. For this
study, the interest in learning has led to an increasing interest in individual influences
upon organizational development. Organizational learning includes ideas about non

formal and informal learning, which is admittedly more difficult to identify, predict,
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control, and thus study, than formal learning experiences. Learning that is accidental,
episodic, or natural is studied as a way of understanding individual influences. The
working definition of organizational learning, provided above, suggests that an
investigation of individual activities will produce information about organizational
activities and outcomes. Also, many organizational studies are taking a systems view of
learning, that considers both organizational and individual aspects related to
organizational development. Sometimes basic adult learning concepts are included and
emphasize the importance of individualism and uniqueness as another way of
understanding organizational learning. Before devising a framework for studying
organizational learning that can incorporate individual influences, a more detailed review
follows about studies on the subject organizational learning, that consider the concept of
knowledge.
ORGANIZATIONAL LEARNING TOPICS

Studies in the 90’s about organizational learning, often capture ideas about
problem solving and decision making, including environmental and social considerations.
Many times, ideas are constructed around the concept of knowledge — its acquisition and
transference. This approach pays close attention to individual influences upon the
organization and thus is helpful to constructing this analysis.
Studies about Knowledge

Applying the concept of learning to organizations has stimulated research on the
subject matter of knowledge as it relates to the organizational setting. “Knowledge has
also begun to gain a new wave of attention in recent years. Not only socio-economic

theorists such as Peter Drucker and Alvin Toffler call for our attention to the importance
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of knowledge as management resource and power, but also an increasing number of
scholars in the fields of industrial organization, technology management, management
W and organization theory have begun to theorize about management knowledge.”
(Nonaka and Takeuchi, 1995) How is knowledge constructed in an organization? How
is knowledge that resides in individual organizational members transferred to others and
informing to organizations? These and other questions are sparking a new analytical
dimension in the organizational literature. A dimension that is bringing new insights |
about individual influences in organizations.

As Toffler advised, an interest in knowledge within the organization setting has
become central to some organizational studies. Along with this addition to the field has
come an increased interest in the individual. As knowledge becomes a unit of analysis,
cognitive and behavioral aspects of both organizations and individuals are examined.
Personal, embedded ways of knowing are considered alongside dynamic, interactive
processes and systefns. Though attention continues to be given to the organization and its
structﬁre, processes, boundaries and culture (on how these relate to knowledge), the
individual is thought of as an important factor integral to information about knowledge
creation and transference in organizations. (Nonaka and Takeuchi, 1995)

There is no epistemological foundation for studies about organizational learning
and knowledge. Yet understanding learning in the organizational setting is a way of
becoming better informed about organizational change and development. Studies about
knowledge seem to focus on two forms, sometimes called tacit and explicit. Other
researchers consider action learning and implied learning, while others examine closed

and open systems of learning. (cites, multiple) As noted above, Senge suggested two
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forms of learning—adaptive and generative. Organizationally, he saw adaptive as a
coping form of learning and generative as a creative form. Similarly, Nonaka and
Takeuchi study what they call knowledge creation. They study explicit knowledge as
something that exists in organizations in the form of a template that can be communicated
to others and can inform future actions. But also, they examine the importance of tacit
knowledge that is more intuitive, personal and subjective, considered equally important to
organizational development.

Furthermore, Nonaka and Takeuchi, believe that tacit knowledge can be converted
to explicit knowledge:

For tacit knowledge to be communicated and shared within the
organization, it has to be converted into words and numbers that anyone

can understand. It is precisely during the time this conversion takes place

—from tacit to explicit, . . ., back again into tacit — that organizational

knowledge is created. ... Although Western managers have been more

accustomed to dealing with explicit knowledge, the recognition of tacit

knowledge and its importance has a number of crucially relevant

implications. First it gives rise to a whole different view of the

organization — not as a machine for processing information but as a living

organism. . . . Highly subjective insights, intuitions, and hunches are an

integral part of knowledge. Knowledge also embraces ideals, values, and

emotions, as well as images and symbols. These soft and qualitative

elements are crucial to understanding the Japanese view of knowledge and

should be applied to the Western world. (1995)

This way of thinking about knowledge places the individual in the center of
importance to the organization. “We mentioned that this interaction between tacit and
explicit knowledge is performed by an individual, not by the organization, itself. We
repeatedly emphasize that the organization cannot create knowledge devoid of
individuals. . . . In the Western methodology, the interaction between tacit knowledge and

explicit knowledge tends to take place mainly at the individual level, with a few



65

individuals playing a critical role. ” (Nonaka and Takeuchi 1995) Thus, this way of
understanding more about organizations and learning, identifies and elevates the
influence of individuals on organizations.

It is also important to note that such studies about knowledge remain multi-
dimensional. Issues of socialization, culture, morality and technology continue to be
important factors in this type of research. A difference in this research about knowledge
and learning, important to this study, is the emphasis on the importance of the individual.
Senge observes that the 1990’s may rally an interest in developing individual leaders who
can develop organizations. He suggests, “ (O)rganizational development and (a new sort
of) management development may be reconnected. ... I believe that this new sort of
management development will focus on the particular roles, skills, and tools for leaders in
learning organizations.” (Senge, 1994)

Unlike past trends, (See chapter 1), organizational research about learning (and
knowledge) is heightening the prominence of individuals in the study of organizations.
Isolating the individual as a key factor, is especially prominent in research about problem
solving and decision making activities. Details presented below, on this trend, is another
example of how organizational research now elevates the individual as an important
organizational development factor.

Studies about Problem Solving , -

While Nonaka and Takeuchi study how individuals learn to transform tacit
knowledge into explicit knowledge, views of the implicit nature of knowledge as ways of
problem solving is equally engaging. The work of Nisbett (1991) over a decade ago

made a distinction between explicit knowledge -- something that we thought we used to
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make decisions and control choices -- and implicit knowledge — that we actually use.
Langer, (1989), at Harvard, observed situations where people appeared to be acting
according to explicit knowledge (consciously developed knowledge), but were really
drawing from implicit knowledge systems about which they had little awareness. Reber
offers an interesting view about studying knowledge. He states that sometimes people
can be observed making choices and solving problems of interesting complexity, but
rational logical elements are missing. (Reber, 1993) The conclusions from such studies,
is that unconscious, nonrational, and unverbalized forms of knowledge affect
organizations.

In the 1950’s, less rational or unexplained behaviors were thought to result from
operant conditioning. Contemporary research instead views such behaviors as the
cognitive unconscious, originating from experience and becoming habitual over time.
“Aspects of . . . implicit learning and implicit memory have become the focus of truly
intense empirical and theoretical interest.” (Reber, 1993) Studies about organizational

“decisions and choices now include an interest in how individuals develop the capacity to
control complex environments. (Berry and Broadbent, 1987) Also resulting from this
new wave of research, is the possibility that implicit and tacit knowledge may not be
isolated peculiarities of individuals, but something generalizable. (Reber, 1993)

The heuristic value of this area of research comes from the discovery of
information about function, adaptation and individual differences. Learning in the
Mw of efforts to learn is now a part of organizational research. Organizational
investigations focus on problem solving #nd decision making, and ideas about individual

learning are significant. Polanyi (1966) defined tacit knowledge as “knowing more than
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we can tell.” He viewed this knowledge as largely inarticulable and primarily seen
through individual actions rather than explanations of what the individual knows. Reber
(1989) argues that implicit learning is an unconscious process. Schon (1983) speaks of
“knowing-in-action,” and Wagner (1987) developed a model of tacit knowledge defining
it as “practical know-how.”

Sternberg and Wagner’s conclusions (1985) from three separate experiments on
the role of tacit knowledge in practical pursuits, captures the essence of current thinking
about knowledge in relation to organizational development: “A comprehensive theory of
intellectual competence in real-world pursuits will, in our judgment, encompass general
aptitudes, knowledge that is directly taught in school settings, and tacit knowledge, that is
usually unverbalized and not explicitly taught, in managing oneself, others and one’s
career.”

Studying tacit knowledge within the world of work, suggests that individuals
make decisions and take actions to solve problems due in part to something they cannot
fully explain in terms of why and how they know a particular action is correct. Wagner’s
model of tacit knowledge considers practical know-how acquired through experiences,
without direct instruction, and from observing others. Isenberg observed that managers
frequently came up with plans about what to do without complete information nor a
thorough analysis. He believed, like Wagner, that managers usc their experience, rather
than analyzing situations in a more pedestrian manner, to interpret, infer and begin
planning actions. He called this “conditional reasoning” and concluded that m‘ore
experienced managers will act and plan actions based on experience, rather than

verbalize, obtain more information, or analyze situations fully. Thus, studies like these
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often conclude that to understand more about knowledge in relation to organizational
development, that the amount and type of past experience is important. Also how well
one learns from past experiences and applies this knowledge, is what really matte:s.}
(Wagner, 1987)

Studies about learning in relation to problem solving are, therefore, very
encouraging. The role of the individual engaged in problem solving activities, from a
learning perspective, suggests that individuals produce change and affect organizational
activities in significant ways, and that their work is often based on past experiences.

Decision making and problem solving studies also examine current and potential
competencies of individuals. Such investigations study the transference or adaptation of
competencies and knowledge. (Fiol, 1994, Wagner, 1991, Slade, 1994) Wagner
describes how one way of understanding more about ability, or competency, is to study
how individuals break down apparently complex systems into relatively manageable
subsystems — as a way of making decisions to solve problems. Wagner’s discussion
includes both organizational and individual perspectives, consistent with other studies
about organizational learning. He proposes that not all systems can be broken down into
independent and interacting categories, but that many can and should be. However, he
points out that just studying the categories does not tell anything about how the categories
come together to solve problems — which he calls a “control system”. Useful studies, by
humanistic standards, according to Wagner, would produce a description of problem-
solving strategies that could be used to solve a particular class of problems. He does note

that attempting to account for strategies as scientific evidence is problematic. Thus, if the
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goal from describing performance (or outcomes) is to be able to describe universal
problem-solving strategies, the need for theory is even more imperative.

To this end, Wagner suggests that the best way to study organizations is to study
forms of learning. “When people learn to execute problem-solving methods associated
with a particular goal, a general way of achieving that goal may not have much
generalizability.” (Wagner, 1991) But, Wagner does believe that a problem solving
method associated with a particular goal, is transferable by that individual or individual
entity, to another goal. When concrete and useful conclusions are sought,
(generalizeable), studying the activities associated with goal achievement is preferred.
“Instead of trying to find out what behaviors are common over a large set of complex
problem-solving behaviors, why not examine how people learn to adjust their own
behavior to a complex environment. ... Studies about how we acquire complex
problem-solving skills may be more generalizable than descriptions of the limited number
of problem-solving situations that we can study.” (Wagner, 1991)

Therefore, ideas about learning in relation to complex problem solving is a part of
studying organizational learning. Rather than studying performance, results or goal
achievement, as in the past, studying learning is more worthwhile. (Voss and Wagner,
1991). As organizational research seeks out new ways of isolating information about
organizational change, development, problem solving and goal achievement, Wagner’s
opinions about the best ways to study organizations is thoughtful:

Essentially, we cannot have a science of complex problem solving,
simply because all complex problems have local solutions. I think that

this is the case. However, I do think that we can develop a scientific

understanding of how people learn to deal with complexity. The reason is
that the principles of learning may be general, whereas the result of
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learning is specific to the situation in which the learning takes place.

Expert-novice contrasts are a start, but only a start. We need to look at the

process of moving from novice to expert. This will require some long,

slow studies. (Wagner, p. 395)

Researchers are continuing to call for new ways of studying organizations.
Organizational learning concepts have introduced dramatically different ideas about
organizations, that moves the thinking further away from the classical, rational view.
Organizational learning views, according to the concept of tacit and explicit knowledge,
suggest that individuals may behave in ways they cannot always explain, but not
necessarily in ways detrimental to the organization or having no basis. Unexplainable
knowledge that produces action over reflection, based on experience and observation,
also is considered dynamic. Understanding this next conceptualization of organizational
learning calls for understanding more about organizational designs that support learning.
Studies about Organizational Design

As ideas about knowledge take shape in the organizational research, issues related
to organizational design and organizational structures are included. Organizational shape
and structure are considered critical to enhancing learning activities, especially those that
require innovation and creativity. Research about organizational design in relation to
organizational learning (and knowledge), is the final example of several prominent views
within organizational learning research. These views inform the framework developed
for conducting this study on organizational learning, and is presented in the last section of
this chapter. Organizational design is especially significant to this study for reasons noted

below.
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As new knowledge-intensive relationships arise in organizations, and are studied,
organizational structural considerations often arise. (Badaracco, 1991, Kanter, 1994,
Kilmann, 1996) The design of organizations is radically changing and this seems to be in
response to the “crisis” caused by the Knowledge and Information Age. This crisis is a
failure to be able to manage and control a critical organizational resource - knowledge.
Organizational design issues confront problems like the effective exchange of
information, speed and efficiency of such transference, and increasing capacity — all
economic-based considerations. Knowledge and organizational learning, thus, are an
economic resource that organizations are attempting to better utilize to maximum
capacity, according to this stream of research.

Some studies assume a fixed level of knowledge and focus attention on
methodologies for sharing, transferring, and linking this fixed resource. Researchers,
including Nanaki and Takeuchi, consider ways to increase capacity of knowledge. Some
studies consider a combination of both. Scenarios, though, about knowledge and learning
in the organizational setting recognize and consider ideas about the individual. Here the
individual is a metaphorical receptacle of this resource and do possess control over it.
Not surprisingly, studies about organizational design consider how organizations can
extract this control from individuals, and integrate it into organizational structures and
processes. But to do this, analysis starts with the individual.

“The opportunity set confronting an individual or an organization is a function of
the individual’s knowledge.” (Jensen and Meckling, 1995). Given the realization that

knowledge is an important organizational resource, and that a primary source of
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knowledge resides within individuals, then the goal is to discover ways to both expand
this resource and use of it through effective organizational design.
The limited capacity of the human mind and the costs of producing

and transferring knowledge mean that knowledge relevant to all decisions

can never be located in a single individual or body of experts. Thus, if

knowledge valuable to a particular decision is to be used in making that

decision, there must be a system for assigning decision rights to

individuals who have the knowledge and abilities or who can acquire or

produce them at low cost. In addition, self-interest on the part of the

individual decision-makers means that a control system is required to

motivate individuals to use their specific knowledge and decision rights

properly.” (Jensen and Meckling, 1995)

The design of organizational systems rests, in part, on the formal assignment of
decision rights to individuals with appropriate knowledge and abilities. Thus, radically
new types of organizations are not designed around controlling inputs and outputs. The
virtual organization that Charles Handy referred to, is one such design. Strategic
alliances and partnerships, plus other collective arrangements are appearing among
formerly competitive entities. Those most successful, find that collaboration and
cooperation increase joint efficiencies. Research suggests that such collaborative groups
are sustained through long term, rather than short term views. Finally, these “new,”
“experimental,” organizational designs will force a cultural change in many executives.
These ways of examining the control and use of knowledge by individuals and as part of
an organizational structure is research that favors extending cooperative relationships.
This is achieved through fluid, dynamic organizational designs and is a design that is too
powerful to ignore. (Jarello and Stevenson, 1991, Kanter, 1994)

Open, dynamic designs. Problems that organizations face today, are complex, ill-

defined, system-wide and require long term solutions. Contingency or collateral
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organizations, i.e., partnerships and alliances, are often considered more effective
problem solving organizations than traditional organizational models. Creating a space
that is conducive to creative problem solving is yet another challenge that knowledge and
learning studies consider. Organizations that are dynamic, flexible, and can reinvent
themselves support a wide-array of expertise and information, first and foremost held by
individuals. Studies are beginning to advocate non-bureaucratic, informal organizations
as the best opportunity for achieving co-existence between a firm’s direction and
maximum individual autonomy. (Peters and Waterman, 1982)

In the past task forces, committees, and other project teams have been thought
conducive to solving well-defined problems. But they are not as effective with problems
arising from larger, more complex forces, such as pursuing international markets,
developing new technologies and motivating a highly diverse workforce. Strategic
planning, management information systems, and organizational development programs,
are complex, ill-defined problems. The fluid, flexible organizational design utilizing
these ad-hoc, contingency groups, helps utilize the knowledge of individuals and
promotes the exchange of this critical resource to solving major, complex organizational
problems.

As this new organizational design is tested, structured, (or really unstructured), as
ways of promoting knowledge transference, goals are to move away from the valuing of
the individual (and individual knowledge) and toward the importance of knowledge to the
organization. The goal in such design analysis is to ultimately shape organizations as the
primary receptacle of this collective resource — knowledge. For now at least, the

individual power and individual control over this resource is undeniable and challenging
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to study. In a recent essay about knowledge in relation to the organizational structure, the
trade-off between information and agency helps explain the continuing need for
organizational issues to take precedence over individual issues, even though the
influencing role of the individual in the organization is clearly enhanced:

The assignment and enforcement of decision rights in
organizations are a matter for organizational policy and practice, not
voluntary exchange among agents. Decision rights are partitioned out to
individuals and organizational units by rules established by top level
management. The limitations of his or her own mental communication
abilities makes it impossible for a CEO to gather the requisite information
to make every detailed decision personally. ... In delegating authority to
maximum survival (my note: whose survival?), the CEO wants to partition
the decision rights out among agents in the organization so as to maximize
aggregate value. ... Because they are ultimately self-interested, the agent
to whom the CEO delegates authority have objective functions that
diverge from his or her own. The costs resulting from such conflicts of
interest in cooperative behavior are common called “agency costs.”
Because agency costs inevitably result from the delegation of decision
rights, the CEO must devise a control system (a set of rules) that fosters
desirable behavior. (Jensen and Meckling, 1995)

Even though a “control system,” or organizational design based on knowledge, is
radically different than the bureaucratic, hierarchical design, the design is intended to
serve the same purpose as the historical forms. Individuals, as a knowledge resource, are
a significant factor, to be controlled and predicted, through contemporary organizational
design. The goal of organizational design strategies, in contemporary times, to structure
and control knowledge, suggests an attempt to manage the unmanageable. Knowledge
workers in cyberspace, to be controlled and organized, is considered a major challenge.
Studies of design continue to investigate, much like the industrial age, machine-to-
machine, and machine-to-human issues. As formal authority, planned processes and

predicted outcomes remain central to studies about contemporary organizational design,
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individuals -- their knowledge and learning capacity — are recognized as important. Even
though the goal is to find a way of controlling and extracting this resource from the
individual to the organization. (O’Hara-Devereaux and Johansen, 1994)

One final observation is helpful about shifting research perceptions, as the subject
of learning is explored further. The nature of organizational problems keeps changing.
Organizations that are designed to perform day-to-day activities and produce well-defined
products or services are not considered capable of solving complex, dynamic problems.
The on-going cycle of sensing the problem, defining it, deriving solutions, and
implementing solutions is the foundation of collateral collaborative organizations.
Though the concept is relatively new to designers, (bearing only a slight resemblance to
matrice organizations and quality of worklife designs), the risk of having increasingly-
dispersed assets and being more open to opportunism are being outweighed by the
benefits of a committment to continual learning for the sake of technological and
organizational innovation. (Killman, 1996 and Devereaux and Johansen, 1994)

As organizations change in this knowledge and information age, the influence of
the individual upon organizational outcomes has grown in importance. Without
organizational controls, through structure, procedure, or policy (or some yet-to-be-
devised way), unchecked individual influences upon the organization seem risky.
Organizational analysis on learning and knowledge are conducive to studies about the
individual, as one factor, among many, important to organizations. Studies about
individuals is thought to help increase the understanding of contemporary organizational
operations. (and problem solving) This study, therefore, has chosen to study the activities

of an organization in relation to concepts related to learning and development. This
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study examines an organization that is new and designed in an open, dynamic way. As
ideas about virtual organizational structures evolve, this study can contribute to
information about this type of design.

Now that the subject of learning (and knowledge) in the organizational setting has
been reviewed, including ways organizational research has adjusted to the subject of
learning, a framework for conducting an organizational analysis about learning is now
developed. Just as some research takes up ﬁe subject of learning and knowledge by
paying attention to individual influences, so too, will this study. This framework is
shaped around ideas of co-development within an organization — the development of the
organization and individual development. Though the organizational literature suggests
this is desirable, it does not readily address both ideas, as noted above and in chapter one.

ORGANIZATIONAL ANALYSIS FRAMEWORK: ELEMENTS OF LEARNING

Here, the field of organizational research has been critiqued from the perspective
of attention it gives to individuals as important organizaﬁo@ factors. Recognizing that
the organization is, and should be, of primary importance to this area of study. There
rem#inss a puzzling observation that individuals, as important influencing factors are
relatively ignored in the literature. At the very least, individuals are viewed equally
alongside other influencing factors such as design, formal hierarchy, and decision
processes. Though speculation as to reasons why diminutive attention is given to
individuals in relation to other influences, given the changing nature of organizational
analysis especially with the inclusion of ideas about learning, such past reasons may not

be important.
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Organizational studies consider immeasurable factors that have profomd
influence on organizations. Studies identify factors like economics, politics and
technology that diminish the omniscient view of organizations, and the possibility exists
that focusing on the individual, could further reduce the controllability and powerfulness
of organizations. But the reason is not likely so simple. Yet, as the literature expands to
incorporate the concept of learning, individuals are being considered as more important to
organizations, thus altering several past patterns of “new” research. (see chapter one)
Specifically, this study not only attempts to study the influence of individuals on
organizations, but also whether a duality exists between the development of the
organization and the development of an individual.

This study begins by considering the features of organizations that suggest the
potential for learning — for individuals and organizations? Also, how does learning for
the organization relate to learning for the individual? In what ways do organizational
development activities and individual development activities correlate?

The following “categories” are used to construct a way of looking at learning in a
collaborative organization. While some studies about learning examine problem solving,
decision making or structure, these categories are set forth, heuristically, to identify many
possible “ways of learning” within the organizational domain. A great number of
different categories or other configurations for analysis could have been selected; but
these are holistic and provide an open view of organizations. The four categories have
been selected for the following reasons.

The four categories applied to the construction of this study about organizational

learning are: Activities, Outcomes, Environment and Values. Thm categories are
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intended to accommodate a great variety of organizational influences. By attempting to
discover more about learning within organizations, these categories can accommodate a
wide range of ideas generally found throughout organizational research. As stated earlier,
there is a common perception that the organizational field has not adequately informed
practice and that many new methodological approaches are needed, thus are often in their
infancies. This study is experimental in this sense even though the “standard” case study
methodology is utilized; but heuristic categories guide the analysis creating a more open
forum.

The four categories will be represented as follows: Activities represent behaviors
and happenings that go on within an organization, including problem solving and
decision making activities. QOutcomes represent results, products, services, outputs or
other achievements proceeding from organizational activities or even those that are
unexplained or accidental. Environmental considerations represent both controllable
and uncontrollable forces that affect the organization, and include political, sociai,
cultural and economic types. They may be internal or external to the organization.
Finally, values derive from social, ethical, moral and cultural experiences and can be
observed through words and actions. These four categories, are multi-dimensional and
multi-perspective. They attempt to guide the analysis that will cover a wide gamut of
ideas about an organization’s development. |

Next, within each of the four categories, one descriptive element (characteristic) is
selected first from among the many elements associated with contemporary
organizational development ideas. Those that pay particular attention to learning and

development are selected. (The same is true when the career elements are applied to the
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four categories in chapter four.) Four organizational elements and four career elements
create a relationship between contemporary organizational development and career
development in a contemporary organization. The first set of four is taken from the
research ideas associated with organizational learning, especially as they relate to
organizational development. The second set of four is taken from research ideas
associated with career development. The first four elements guide a case study of a
small, young, dynamic organization that has been designed as a collaborative problem
solving organization. (The organization’s name is HC 2000.) This case study is presented
in the next chapter, chapter three. Then in chapter four, four other elements, according to
the same four categories (activities, outcomes, environment and values) have been
selected from the career literature. These are thought to be closely related and primary
theoretical career development ideas.
The main result of this framework is to incorporate career ideas into an

- organizational analysis. This is intended as a way of dxscovenng information about the
relationship of individual learning to organizational development. Both organizational ‘
factors and individual factors are identified according to the model currently being
described. In this last section of the chapter, the four orgamzauona.l elements are related
to concepts of learning. There reasons for selection should become clear. Ideas about
learning and knowledge, in relation to organizations, have been the primary factors in the
selection. Also, the organization to be studied has a contemporary non-traditional design;
thus the elements take this fact into account.

In summary, the categories attempt to create a heuristic framework about learning,

and the organizational elements are a way of isolating a few critical factors to guide close
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scrutiny of an organization. The framework guides a study that is organizationally-
focused but factor-specific. First organizational factors, later individual factors, are
identified and studied according to the same four categories.

Learning Categories applied to the Organization

Categories identified as Iearm’ng categories are designed around ways of thinking
commonly associated with organizational development, in particular organizational
learning. Given the organization to be studied is an example of the newer collaborative
type, the more contemporary organizational issues that are considered ways of pfomoﬁng
learning, are now selected and referred to as organizational elements. Ideas associated
with the challenge of organizatiohal change accompanies this thinking. As chapter one
described, the traditional, more bureaucratic views (classical view) depicts organizations
as rational, planned, and predictable. Human relations and socialization ideas, are guided
by systems and contingency thinking, and include studies about organizations as complex
communities composed of cultures, values, informal activities and more. Among these
various ways of thinking about organizations, the effect of technology upon organizations
cannot be diminished.

Thus far in this chapter, ways of studying organizational learning have been
described. These include creating a learning organization, application of knowledge plus
problem solving and decision making through knowledge. Thinking about learning as
both adaptive and generative, plus non formal learning that is accidental, episodic and
natural are encompassed in studies about learning, and in the following framework.
Finally, an effort is made to favor new and alternative ideas, that contrast more

historical/traditional thinking about organizational effectiveness, i.e., the classical view.
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Given this wide set of considerations, only four elements have been selected to
specifically study. These guide the case study of a contemporary oréanization.

These elements are not considered the féur “basics,” nor the four “essentials” to
organizational learning. Many of these ideas set forth below, bear a strong resemblance
to ideas presented in a 1994 book by Bennis, Parikh and Lessem, Beyond Leadership:
Balancing Economics, Ethics and Ecology. While this book contained a great number of
thoughts on the subject of organizational analysis, learning and development, the intent of
this work was to promote something atypical, from other organizational work. Bennis
describes that his book focuses on managing in a new paradigm, a global paradigm. “The
focus of the book is on personal development, group synergy, organizational learning and
sustainable development, that leads to a balancing of economics with ethics and ecology.”
(Bennis, 1994) This book, similar to the intent of this study, is simultaneously broad and
specific. Given our comparable goals, plus seeking to study organizations according to
the new paradigmatic view, I cite this wori: more extensively than some others.

General Organizational Elements associated with Learning

Elements selected in the first three categories, (Activities, Outcomes,
Environment), are strong opposites to the bureaucratic model, and yet a familiar part of
contemporary organizations and contemporary organizational analysis. The element
selected for the fourth learning category (values) is a significant and historical way of
thinking about organizations from a behavioral and social perspective. This too strays
from the economic model of organizations. Yet, the organizational elements, selected for
study, are recognized ways of studying organizational development, particularly in

relation to studying change.
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LEARNING CATEGORIES
Table 2.2
Category ACTIVITIES | OUTCOMES | ENVIRONMENT | VALUES
i
Element
ORGANIZATION | Excitement for | Affinity for Encourage and Favoring

discontinuous | complexity to | integrate work into | community-

and non-linear | achieve multi-layered based values
activities outcomes environments over profit
motives

The first element in the first learning category is a contradiction to having linear
predictable activities. Some literature points out that learning (and new ideas) are “best”
carried out through non-linear, discontinuous processes. (Huey, 1993, Bennis, 1993) The
premise that organizational learning is happening within chaos and confusion has been
recorded in organizations; and the notion among some research that maybe we need not
strive to “return” to a less confusing environment is compelling. Nevertheless,
organizational activities that still go forward in the face of discontinuity and non-linear
activities are of interest in this study.

The second characteristic discourages our propensity to draw boxes, circles and
arrows as a means of “explaining” organizational systems and activities that produce
desired outcomes. Most researchers would agree that these graphical representations of
organizations are helpful, but tend to oversimplify the “picture” of organizations. Rather
than striving to simplify organizations, maybe those organizational outcomes with an

affinity for complexity, are informing about learning. In this second category, an
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intriguing set of ideas examines simplifying or complicating aspects of different
organizational outcomes along with ideas of future development.

The third category is derived from the open view of organizations, plus is
consistent with the human relations way of thinking about organizations. Issues of
communication and authority, according to open views and human relations models,
suggest that organizations have become flatter, and contain fewer formal levels of
authority. This is often advocated to improve communication and the flow of
information, and is supposed to make possible easier and faster access to information (via
technology). The flatter organization, still creates an interlocking maze of
interrelationships, formal and informal, planned and unplanned in organizations. But this
flatter organization is considered better equipped to respond to outside environmental
influences, no matter how varied, dynamic and often unforeseen. In contrast, the third
clement selected is to study when multi-layered dimensions of organizations, are present.
Rather than striving to reduce environmental layers, times when an organization
submerges itself in additional multiple layers, internally or externally, is of interest.
Understanding more about these times may enhance our view of learning.

The environmental category has become significant in the age of technological
advancements. So while theories may portray layers of other organizations and groups as
barriers and less desirable, their presence and accessibility has increased. A preference
for multi-layered dimensions of organizations, seems to challenge certain notions about
good communication and clear lines of authority. This study looks at whether that

assessment is accurate. In addition to the first three learning categories be specified
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according to certain organizational elements that relate to learning, a fourth category
provides an even wider lens through which to study organizational learning.

The fourth category isolates a social view of organization -- values, morals and
ethics. The concept of values is another factor considered in organizational analysis, that
is gaining stature. As mentioned in chapter one, behavioral and social constructs about
values are more recent developments in research. The literature suggests that
organizations should hold a community view of themselves, and promote community-
based values. Such value systems are also sometimes considered sustenance for
organizational learning and development. (Bennis, 1994)

Before greater details of these elements are provided, how they will be used in the
case study is important to introduce. This design is not intended to be a totally discrete set
of organizational learning features. They are considered helpful in the investigation of a
particular organization — one that has a contemporary design. Also, this framework does
not attempt to explain fully the concept of organizational learning. By selecting certain
clements, certain features of organizations can be particularized, and specific ways of
thinking about organizational learning in this organization can be achieved. Later, these
categories are extended to career development concepts. This creates a way of integrating
two analyses that reveal information about organizational development and individual
development. As mentioned in this chapter and the last, this is an experimental research
methodology. Finding ways of incorporating individuals as important factors in

organizational analysis is both timely and potentially valuable.
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Selected Organizational Elements of Learning

Organizational learning is sometimes considered a way of sustaining individual
performance improvements. But more often, organizational learning is viewed as
something more than just improved individual performance. Organizational learning, so
the research suggests, should also provide enduring change in both the thinking and
behavior of the organization. What might we observe about organizations to suggest that
this type of on-going development (of the organization) is happening? Bennis explains
m “(E)very organization is a subsystem of a larger system. Internal development is
always influenced by outside concepts, values and motives which are the parameters
affecting the system.” (Bennis, 1995) Senge recommends anticipatory learning that is
both participative and future-oriented. (Senge, 1994) Charles Handy, philosopher and
author of “The Age of Unreason,” believes that a learning organization constantly
reinvents itself. He looks to the leaders, not to be clear sighted prophets or commanders,
but designers of responsive organizations that adapt reflexively to change. “Instead of
having a clear vision of where the company wants to end up, the leader has to create an
understanding of what the organization is about, and that’s much more difficult. . . .
Ultimately, the CEO will spend more time designing organizations than directing them.”
(Handy, 1995) With this introduction in mind about organizational leaming, four
organizafional elements, that study certain important organizational factors, are now
interpreted.

A better understanding about organizational learning, from the organizational
perspective, will be attempted according to these specific organizational features: 1)

Activities that discontinuous processes and non-linear; 2) Outcomes that favor greater
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complexities, 3) The addition and acceptance of multi-layered environments, and, 4)
Community-based values favored over pure profit motives. Each is now examined.

Discontinuous, non-linear activities. Many cautiously consider development
that comes from discontinuity. There is a very real fear that discontinuous means
unpredictable and uncontrollable, leading to chaos and confusion, thus is undesirable.
For business leaders disjointed activities may signal the strong possibility of
organizational disintegration or dissolution. Bennis acknowledges that the possibility of
entropy for organizations exists. “In the social field, involution in development (the
decline of a civilization or of a firm) can run paralle]l with the evolution of a new structure
(e.g., the rise of a new civilization (or new firm).” (Bennis, 1994.) Similarly, Charles
Handy describes how an organization going about reinventing itself, admittedly faces the
reality of discontinuous changes. (Handy, 1996) Organizations, engaging or even
advocating discontinuity, risk “creative destruction” which is how some organizations die
and new ones arise.

Warren Bennis, in his 1994 book, “Beyond Leadership,” describes learning
organizations as more than a simple process of change or growth. According to Bennis,
. the idea of change when applied to organizations, suggests that nothing is static and we
should ask if the changes are by chance or by design. If we consider growth of
organizations, we simply would be examining a quantitative increase in size. But, Bennis
believes that a learning organization must be developmental. A developmental
organization, and developmental features of an organization, according to Bennis, are

signals that learning is going on. Therefore, organizational learning as a developmental
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concept includes change and growth, but should include more ... something more
dynamic and progressive.

Bennis takes a look from three &iﬁ'erent dimensions to help describe what he
would characterize as developmental features of an organization. His
structural/functional analysis, which supports the economic and rational view of
organizations, suggests that development is “structural growth that follows phases.”
Bennis states that, “Organizational structures will pass through phases as crisis after crisis
are faced. An organization may begin with growth of a system (quantitative increase), but
this changes to differentiation (subsystem formation), then hierarchization (governing
systems), and eventually to integration (more complex and specialized subsystems).”
Bennis characterizes these as one of way of thinking about organizational development,
and to accept that at times this view may not always seem orderly or continuous.

The second perspective is biological. Bennis describes the process of
development as growth, accompanied by differentiation and maturation, (changes in
structure as organisms grow older). Thus, development is also progressive change over a
span of time, which also is not likely to be smooth and continuous. A socialized look at
organizations, also, considers the maturing process in relation to organizational
development. Mature or “adult” social organizations are those that rise above mere
survival tactics, and become groups of individuals who work together with on jointly
accepted objectives. Either way of looking at development, structurally or biologically,
includes, says Bennis, the need to recognize and sometimes favor activities that involve

the unknown and the unpredictable.
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The element of surprise. Related to having the potential for organizational
learning (in addition to development coming from non-linearity and discontinuity), is the
element of surprise. From a systems perspective, when developmental and progressive
(dynamic) activities can be identified in an organization, the likelihood for surprise is
increased. In the world of business, most surprises are not welcomed. Many efforts go
into predicting and anticipating so that there will be very few surprises.

Kenneth Boulding, a well-respected economist has written throughout the entire
century on social economics. He begins an essay, written in 1995, by discussing how
knowledge and technology are creating a very uncertain future. These social systems,
according to Boulding, are evolutionary in character, and create the property of
irreversible surprise. Unlike mechanical systems that have virtually no surprises and
biological systems that are at least partially predictable to greater or lesser degrees (like
normal aging) or equilibrium/control systems that are created as an attempt to control
outcomes with a fair degree of success — Boulding, instead, discusses development as an
evolutionary system (in which he places a system of learning). In this view, everything
is hindsight with practically no predictive power at all. He promotes the study of
development as evolutionary, even though it is unpredictable:

The growth of knowledge is one of the most persistent and

significant movements in the history of man, and one might almost say, in

the history of the universe. . .. Of the various processes we have

identified as permitting prediction, the growth of knowledge is least like a

mechanical process and most like an evolutionary process. Mechanical

projections of trends in growth rates in a system as complex as this are to

be treated with utmost reserve, though the concept of rate of growth of

knowledge that has some stability at least in short periods, is by no means

absurd. ... The growth of knowledge, however has been a subject of

many interruptions and even reversals, and it would be very unwise to
predict that just because knowledge has been growing at a certain rate in
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the past, it will continue to grow at the same rate in the future. We could

say pretty safely, however, that the probability of growth is greater than

that of decline and that of acceleration is greater than that of deceleration.

(Boulding, 1995)

Thus, Boulding argues that the growth of knowledge closely parallels an
evolutionary process. Also, he believes that the growth of knowledge is at an
accelerating rate, making prediction difficult. New knowledge is subject to interruptions
and even reversals, and is transmitted to others in very unpredictable (surprising) ways.
However, the growth of knowledge may follow a pattern, and may relate closely to the
life pattern. We should hope, says Boulding, that knowledge increases with age, but even
that can and should be questioned.

This view of evolutionary development, including surprises, is taking place within
a system of interrelated subsystems. Where one subsystem ends as another begins is not
easy to study or explain. (Boulding, 1995) The growth of knowledge then, as a part of
discontinuous and unpredictable activities, has and will upset the traditional hierarchiel
view of organizations. In this way and for these reasons, an excitement for discontinuous
non-linear activities are considered in relation to learning and organizational
development.

Affinity for Complex Outcomes. Another way of thinking about organizational
learning is to consider outcomes in relation to complexities. Bennis argues that
organizational learning creates an affinity for complexity. Dynamic and overlapping
systems are readily recognized as interwoven problems, which are complex, not simple,
as the bureaucratic view might suggest. As stated earlier, learning is related to problem

solving and decision making. As desired outcomes are examined -- more complex
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outcomes, rather than less — these are thought to generate new knowledge, more
information, greater understandings, and recognize the existence of varied perceptions.
(cite)

Another feature of complexity in relation to outcomes, relates to role and task
complexities. These are distinctive observable features of organizations. As tasks
become greater in number, more varied, with a rapid rate of change and more
interweaving of new variables, such tasks are considered more complex. (Bennis, 1994)
Recognition of such complexities, are identifiable and can be considered while an
organization strives toward certain outcomes.

Part of studying the role of complexity as a part of achieving certain outcomes,
should also consider the cognitive capacity, actual and potential, of individual
organizational members. A leadership role, for instance, may be carried out simply or
complexly, and will partly depend on the ability of the individual leader. Similarly, the
role of groups and organizations develops from the complexity of their tasks and are
dependent on the cognitive capacity of the group or organization. There will be unequal
distribution of abilities and skills among group members; plus membership will not be
static, rigid or unchangeable. So in studying organizational learning in relation to
outcomes, another consideration becomes how the group, organization, and the single
entity, influences actual outcomes. (Schein, 1970)

Group dynamics is another way of defining this category. The classical view
depicts groups as very slow and often inefficient. This concern is aggravated as the
complexity of work increases. (Fiol, 1994) Some case evidence has shown that if a group

is composed of members who trust one another and have learned to work well together,
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then the group can actually work more quickly and efficiently to produce results, than any
one member, alone, can produce. This is because the group can more rapidly gather and
process complex information necessary for some decisions. This is an example of having
an affinity for complex outcomes.

Also a group can become more creative than individuals because of the mutual
stimulation members can provide to one another. However, studies suggest that this
again proves true mostly when trust is present. Examples of how trust becomes crucial
include, when a non-evaluative climate exists, the decision-making structure is
appropriate to the task, or when enough time is given to explore unusual ideas.
Additional complex considerations i_nclude the gathering of a wide range of information
or requiring a complex evaluation of the consequences of various alternatives before
attempting outcomes. A final consideration about complex outcomes, is to recognize that
in a group setting, errors of judgment are more likely to be identified before action is
taken than if an individual is attempting to think through all the alternatives, singularly.
(Schein, 1970). So both overlapping systems, and how individuals and groups deal with
complexities as certain outcomes are achieved, potentially offer interesting scenarios
associated with organizational learning. |

Before turning to the last two categories, two additional features of analysis must
be noted. First, all categories need to consider organizational design. For example, group
decision-making designs are, by their very nature, seemingly more complex than
individual decision making designs. Second, the introduction of the human element into
any analysis automatically increases its apparent complexity and the reduces the

likelihood of predictability. (Bennis, 1994) Unlike highly mechanized processes, we must
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move beyond rational considerations and recognize that the work of human beings is not
always rational and is “naturally” complex. Some of the work of humans can be seen as
artistic in form. Other work of humans may be more systematic and practical. Business
leaders are noted for their emphasis on the bottom line and for their propensity for action
over reflection. Business problems do not appear in predictable completely formulated
ways. In the same way, problem-solving techniques are unpredictable and not
generalizable. Yet, examining attitudes and behaviors that are not always linear and
planned, plus completed tasks that feature complexity, can facilitate the developmental
view about learning that is not immediately transparent about organizations. In the case
analysis, (chapter 3) ideas about organizational learning are investigated by paying
particular attention to complex outcomes, as well as, unplanned, discontinuous, non-
linear activities, including surprises.

These ﬁrst two categories are closely depicted in the following paraphrase taken
from Wagner’s view of managerial problem solving:

Problem solving is a web of interrelated groups and individuals in

organizations and is said to produce convoluted actions. The cycles of

problem formulation, reformulation and solution-seeking are a recursive

phenomenon. Custom made solutions are put together, bit by bit, by

managers who are guided only by a vague notion of some ideal solution,

and who often do not know what the ultimate solutions will look like until

is has been completely crafted together. . . . Much managerial competence

appears as action that is nearly spontaneous and based more on intuition

than on rationality.” (Wagner, 1991)

Thus, these first two elements about organizational learning are selected
according to the above thinking. The next two elements have also been selected to

support this way of thinking about learning.
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Environmental Layers: Barriers or Protection. A third element to consider in
the case analysis looks toward evidence when an organization recognizes and deals with
more environmental layers, rather than less. Both internal and external layers are
considered. Examples of internal layers are usually thought of functionally or
hierarchically. External layers may be other organizations, groups, or individuals that
interact with organizations. Both types of environments are easy to identify and can be
infinite. Both internal and external layers are forces with power and influence that may
shift in favor of or against an organization. Groups of individuals and teams form layers |
that come and go in organizations; internal layers may be molded, shaped, reshaped and
may disintegrate or may be ignored. Some environmental layers, internal and external,
are ad hoc or temporary, but still impact the organization in significant ways. Other
organizational layers are well-established and deeply ingrained in the organization’s
paradigm. No one is ever certain which structures, or layers, are more essential or
preferred. (Gibson, Ivancevich and Donnelly, 1982) This study considers this dilemma.

From a social perspective, the organization, itself, is a layer within the
community-at-large. The organization being studied is a new layer in society.
Organizations like this are gaining in popularity, and are special ways of solving complex
problems by groups, e.g., , coalitions, consortiums, alliances, partnerships. These
organizations form a new layer among other organizations, yet are advocated as effective
ways to solve problems. Hierarchy and control gets pushed into a back seat position as
shared knowledge and understanding move forward in importance. (See previous section

on problem solving.)
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Teams, special interest groups or problem-solving organizations are considered
community-based, environmental layers. Labor unions and trade associations are good
examples of why such groups or teams are important to the analysis. Labor unions
started out to meet a single need, but created a new layer in the environment. Thcy have
become multi-layered, multi-faceted and powerful economic, social and political forces in
our society. Today, coalitions and consortiums often start out with one purpose or goal
and may disband upon achieving the desired objective; or they may extend their existence
by identifying new needs. (Bennis, 1994). In either event, their potential significance in
organizational studies is being realized.

Whether additional layers are internal, external, permanent or ad-hoc, they
represent a situation that poses new set of issues to organizations, issues important to
understanding learning. Additional layers to a decision making process can be viewed as
interfering with sometimes already cumbersome , multi-layered processes and thus are
discouraged. But decision making across boundaries is usually thought to produce better,
higher quality decisions and results in new improved actions. (Taylor and Hobday, 1993)
Collaborative groups (business/ civic/social) join together leaders from various
organizations as agents for a specific purpose. Groups that organize for the purpose of
creating a productive partnership intend to offers mutual benefits to all members, and
seems to recognizes that individual efforts would be less effective. Many examples of
such organizations match this description. They include: consortiums of business
sponsors, producers or competitors to promote a particular industry, (e.g., promote high
tech, milk producers); integrated campaigns to strengthen a community, (chamber of

commerce advisory boards, city clean-up campaigns); agents to eliminate duplication and
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increase efficiency, without sacrificing autonomy, (health care providers); partnerships to
examine complex problems, (welfare reform, job training). The common thread among
these groups is the identification of a mutual problem, the desire for a mutual solution
and a high degree of dependence on individual leader’s abilities to effectively guide a
process. They are adding to and working through multi-layered environments.

A multi-layered environment, by its very nature, depends on creating a common,
shared understanding. Most realize the need to learn how to create a future together,
through joint problem solving ventures. Some organizational activities may operate
within a single environment, while other activities may be carried out in multi-layered
environments. Examining the engaging ideas of nonlinear, discontinuous activities, and
affinities toward complex outcome, are incomplete. Organizational environments,
internal and external present additional considerations and choices necessary for
investigating ideas about learning. The final category, values, isolates the increasingly
important value of community. Research about organizational learning touts the
necessity of moving beyond short-term profit motives to long-term community-based
values.

Community values sustain learning. The fourth organizational element to be
considered is favoring community-based values over profit motives. All too often, leaders
and organizations argue that while community based values are nice, if the organization
doesn’t pay attention to making a profit, nothing else will matter. Bennis (1995) argues
that an organization with a single-minded emphasis on profit maximization will not be a
developing organization and is less likely to sustain itself in the global marketplace.

Deming, who established organizational principles (and credited with helping the
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Japanese industry achieve world-class standards of quality), was equally convinced that
adhering to a strict system of rewards is a major evil to which many organimtions have
fallen victim. Senge describes seven learning disabilities, that together, suggest purely
competitive attitudes. These learning disabilities include having a win-lose attitude,
which prevents learning organizations from becoming a reality. (AED Foundation)
Therefore, research suggests that a major deterrent to leaming and organizational
development is when pure economic purposes are held onto much too dearly, or
persistently dominate an organimﬁ(;n’s thinking. Organizations that operate from the
premise that its survival is solely dependent on generating a profit, will not necessarily
develop to their fullest potential. (Blankstein, 1992) |

Bennis argues that if leaders place a single-minded emphasis on profit and
personal gain then at the very least social learning is reduced; and individual learning is
encumbered. He believes that gaining should not be emphasized, instead contributing (in
order to gain) should be stressed. Profit, like happiness, popularity and self-fulfillment, is
best gained indirectly, says Bennis. He argues that if customers realize you are less
interested in them than in extracting their money, they will not confide in you. For
employees, if they are regarded as mere instruments of a leader’s purpose, they will not
risk revealing their genuine needs or trust you with their most creative abilities. In short,
you will learn less, until you reconcile others’ welfare with your own needs, in order for
both to gain. Rather than measuring organizational success by profit, Bennis favors
measuring market share, which is built on market relationships which he believes is a

better indicator of success. “Market share reflects the mutuality of suppliers and
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customers, and places an emphasis on what has been put into relationships; where profit
measures what has been taken out.” (Bennis, 1994).

Another concept attached to the category of values comes from Senge’s five
disciplines. Senge is very certain that organizational values focused on profits will
disable its ability to create a learning environment and also cripples the organization in
other ways. (Senge, 1990) Senge suggests that if individuals in an organization are
centered upon themselves, and see others as “the enemy that must be beaten,” then the
benefits of learning and a progressive nature that can be gained from learning will never
be realized. He believes that when an organization seeks to understand and meet the
| needs of its customers and its employees, but possesses an “I am” myopia, and “they as
the enemy” attitude, that the organization is conditioned to see life as a series of cause
and effect events. He believes that such an organization’s chances for survival in these
rapidly changing times are slim. (Senge, 1990)

A FRAMEWORK FOR STUDYING ORGANIZATIONAL LEARNING

Four organizational elements described above, help discover more about learning.
These elements challenge certain premises behind the rational bureaucratic model of
organizations. They feature contemporary views of orga_nizational development and
learning. Rather than examining linear and rational activities, simplified outcomes,
limited environments, and economic motives, as ways of understanding a learning
environment, these four categories feature learning in quite opposite ways. How might
discontinuous activities, complex outcomes, multiplying layers, and community-based

values contribute to organizational learning?
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The organizational analysis, using this framework and the above-described
elements as a guide, is shaped within the traditional case analysis format and presented in
the next chapter. Once this analysis is completed, a biographical career analysis of a
leader (of the same organization) is developed according to this same original framework.
(See chapter four) For that study, career development elements, not organizational
development elements, are selected for study. Thus, the four categories of activities,
outcomes, environment and values are extended beyond organizational considerations, to
career issues. Though the analyses are separate, the framework provides the opportunity
to compare and contrast the organizational ideas with ideas about an individual’s career
development, as a part of an organization’s development. (See chapter five.)

The first chapter introduced historical and emerging ideas associated with
organizational research and took note of the diminishing role of individuals. This chapter
isolated ideas about organizational development and learning, according to the emerging
contemporary view, in part attributed to the “drastically new” conditions caused by
technological innovation. Included in this chapter has been a description of the ways in
which organizational learning is studied, namely learning as a feature of problem solving
within new organizational structures. Also ideas often studied about knowledge,
possessed and shared, were described. Using working definitions of a learning
organization and organizational learning, a way of overlapping the role of tﬁe
organization and the role of the individual, with regard to the subject of organizational
learning, is possible.

Finally, this last section concentrated on describing an heuristic framework to

reveal particular ideas about learning in the organizational domain. Specific aspects of
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each category (i.e., activities, outcomes, environment, values), increase attention to
contemporary ideas about leaming in organizations. Four specific elements associated
with each of the four categories, will guide the investigation of a contemporary
organization whose primary purpose is to engage in problem solving. The four-part
model is consistent with an open systems view of analysis. Though not designed to
produce a comprehensive model of learning, new ways of describing learning in
organizations, plus a way of relating ideas about individ@ learning to organizational
development is the primary objective of tﬁis study.

This framework becomes a theoretical core to this study about learning. A study
about learning within a new, young organization is now presented; there is a special
regard for its development. Details about certain achievements and a history of the
organization’s activities are portrayed in a case analysis format in the next chapter.
Through case analysis, certain signals about learning for this organization are associated
with changes, in the past and in felation to current goals. Has the organization developed
and progressed since it began three years ago? How does the organization engage in
learning? Is the organization maturing and changing in ways that will sustain its future?
Using these types of questions to guide the inquiry, information about qrganizational

learning and development, and other contributing factors are now presented.



Chapter 3
ORGANIZATIONAL LEARNING: A CASE STUDY

Introduction

The concept of the learning organization is an illusive concept. The leaders of
one organization, called HC 2000, think the concept of a learning organization is directly
related to the learning of individual organizational members. The literature on
organizational analysis combines and yet distinguishes ideas about learning for the
organization and learning for the individual. Either and both ways of thinking about
organizational l@ng suggests tﬁe need for investigation.

| Chapters one and two explore ways in which organizational analysis explores

ideas about learning in the organizational context. Research about organiz#tional change
and organizational development, from the perspective of learning, is carried out in a
variety of disciplines and with an overwhelming number of purposes. Research
containing cultural and social constructions, plus systems views of organizations enriches
the view of learning within organizations. New knowledge, new understanding, and new
ways of thinking about the nature and importance of organizational learning is just
emerging in the organizational literature.

This chapter explores the concept of organizational learning through the case
study inquiry method. This method effectively accommodates systems thinking and

readily illuminates cultural and social ideas about a particular case. The case analysis is

100
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guided by four broad learning categories applied to an organization, plus four isolated
elements about organizations have been deemed especially relevant to ideas about
learning. (See chapter two)

The organization selected for this study is called HC 2000. This is a small
organization, started in 1993. Today, the need for it to be a learning organization seems.
essential to its survival. The organization was selected for this study for several reasons,
one being its contemporary design. This organization is a bﬁsiness coalition, with
representatives from various businesses all doing business in the same region of the
country. This organization was formed to address the problems of health care — a
common problem to all employers in the local area, as well as a national concern. This
organization was founded as a local solution to a national problem. HC 2000’s mission is
to provide solutions to the problem of rising health care costs, while maintaining or
improving the quality of care, in one local area. HC 2000 leaders do not list
organizational learning as an organizational goal, but achieving its mission and purpose
readily depends on the successful development of this organization. At the present time,
the case subject, HC 2000, proudly reports several events — considered its most
significant organizational accomplishments to date — which are considered forms of
organizational development in this analysis.

Before carrying out the case analysis, the first section explains reasons for using
the case study method to study organizational learning and considers how this
organization, HC 2000, is a good case subject. Then a brief introduction of HC 2000 is
provided. The concluding sections contain the case study, which has been developed

around the framework presented in the last chapter.
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This chapter studies one particular organization (HC 2000), through a qualitative
case analysis approach, to develop a better understanding about organizational learning.
Thinking and analysis is guided by the organization’s activities, outcomes, environmental
characteristics and values, i.e., the four broad categories selected here as one way of
studying learning in organizations. Evidence of progressive and developmental changes
for this organization are of special interest to this study.

QUALITATIVE CASE STUDY RESEARCH
Introduction

Selecting a suitable research design and using it effectively entails a variety of
considerations. The appropriate design should derive from the nature of the st‘udy and the
subject being researched. The subject of this study — organizational learning — lends itself
to the case study research method. The reasons for selecting this method are described
below. The challenge of defining and describing exactly what is case study research is
first mentioned, followed with the rationale for selecting this method. Afterward, ways in
which a case study is responsibly conducted, according to Robert Stake, are discussed in
relation to this analysis. There are a wide range of considerations about case studies
versus other methods; and those considered for this study precede the analysis.

The final two sections of this chapter contain the case study. A thick description
of three significant organizational events HC 2000, (the case subject), is followed with an
interpretation of the events. The interpretation is organized around the four learning
categories developed in Chapter two. The case study mgthod is a vehicle for discovering
both descriptive and interpretive details about an organization and a good way of

featuring details about the concept of organizational learning.
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Defining Case Study Research

A well known authority on case study research, Sharan Merriam, admits there is
no consensus on what constitutes a case study or how one actually goes about doing this
type of research. (Merriam, p. 5, 1988) This methodology can be distinguished from
other research methods, such as historical, psychological, or survey research; but case
study research can also draw from theories and concepts in other disciplines. While case
study research can be quantitative or qualitative, the following discussion focuses only on
the qualitative case study method of research.

Regardless of which discipline(s) research might draw from, Merriam defines
qualitative case studies as: “an intensive, holistic description and analysis of a single
entity, phenomenon, or social unit.” Case studies are: particularistic, heuristic, and
inductive. Stake, another well-known authority on case studies, tells how this form of
research is usually favored by constructivists. “They (constructivists) believe that
knowledge is socially constructed.” Plus, Stake reminds us that case study research
actually assists readers in the construction of knowledge. Therefore, qualitative case
study research is about a subject or problem and investigates a particular phenomenon or
social entity. Case studies can heighten or extend the range of understanding about a
particular subject. (Stake, 1995) The specific reasons for selecting a case study to study
organizational learning, are now provided.

Case Study Research about Organizational Learning

A research design is a plan for assembling, organizing and integrating

information. (Merriam, 1988) When developing the research plan, Merriam emphasizes

the importance of considering the nature of the research question and the desired end
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product. A case study is best when research seeks answers about “how” and “why,”
rather than “what” and “how many.”

In addition to the above considerations, the orientation to theory should also be
part of selecting the research design. (Stake, 1995) Qualitative case studies attempt to
build theory, not create new theory. Case studies are descriptions and interpretations that
are used to inform or provide more insight into theory. Therefore, a case study not only
helps the reader understand particulars of a case better, but also becomes a theoretical
research instrument.

This research study is primarily interested in the subject of organizational
learning. (Reasons are presented in Chapters 1 & 2) How, why and when does
organizational learning appear in organizations? Using the case study approach can help
develop a better understanding about learning that is carried out in organizational
settings. The case study describes events, particular behaviors, and situations. It is a way
of looking at the phenomenon of organizational learning in a natural and complex setting
— an organizational setting. Interpretations are based on organizational details, presented
in the case, and on theoretical constructs, presented in the last chapter. Organizational
features (details) and its processes (behaviors and actions) are studied as potential
learning experiences and related to organizational change and development.

Questions like these are considered with this design: What are the ways in which
the organization changes? Has learning accompanied the changes? Finally, the case study
can give attention to factors relating to either the organization and individual

organizational members, as appropriate.
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Another reason for choosing the case study research method, has been to provide
a mechanism for scrutinizing selected organizational features that accompany
organizational actions and change. This methodology makes it possible to study a
particular issue or idea in its natural and complex state. Here, the subject of
organizational learning for HC 2000 is considered a part of the organization’s
achievements and other developmental aspects. Also, this methodology makes it possible
to build on theory. Therefore, this case is both intrinsic — providing a better
understanding of this particular learning organization — and instrumental —- providing
insight into the issues and theory related to organizational learning.

As an intrinsic case study, understanding more about organizational learning is
done by looking at specific ways in which the HC 2000 organization has changed.
Reflective observations about several changes and various experiences of the
organization are included. For example, ways that HC 2000 organizational members
have been responsive to new ideas and new influences, demonstrated adaptive behaviors,
and new ways of coming up with solutions are featured. The case study accommodates
this type of discovery process about organizational learning.

As an instrumental case study, systems and contingency models of organizational
theory are considered. Specifically, organizational events are characterized according to
four learning categories (and organizational elements associated with learning concepts)
derived from organizational systems thinking. (See Chapter 2) The case study method,
which is considered a holistic method of research, accommodates systems thinking.
Organizational theories examine organizational behaviors, and their interrelationships;

researchers seek ways of knowing more about organizational abilities and outcomes. As
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discussed in Chapter one, organizational theories, including bureaucratic and humanistic
types, often center around issues of communication, motivation, culture and ethics, as
well as structure, hierarchy, formal and informal characteristics. Research that examines
organizational behavior and relates actions, language, values, culture, moral or ethical
questions, and more, can help inform existing organizational theories. These research
considerations and areas of interest to organization theorists, can all be incorporated into
a case study analysis. And finally, this method accommodates a variety of perspectives.

The subject of this research, the desired end product, and the orientation to theory
have all been considered when selecting the case study method. The subject is
organizational learning, and the desn'ed end product is to comprehensively understand
more about how and why organizations learn. .The theoretical orientation is to advance
our thinking about organizational theory, especially as it relates to organizational
learning. The case study research method achieves all these objectives. Before
presenting the case analysis, the strengths and limits, plus preliminary choices that shaped
the analysis are first offered.
Advantages and Limitations of Case Study

The case study is a rich, holistic account of a phenomenon. Selecting this
research method means a conclusion has been drawn that the strengths of this
methodology outweigh the weaknesses. Nevertheless, both are important to identify.
The case study was selected because it seemed most appropriate for providing the type of
information sought — a richer, deeper understanding about organizational learning.

A case study, an applied study, accommodates multiple variables that potentially

vary in importance. The variables are anchored in real-life situations. The case study
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allows for an investigation of a complex social unit, which aptly describes business
organizations. Case studies can advance a knowledge base, both by illuminating
experiences and possibly offering new theoretical thinking for readers to consider.
Within organizations, problem solving activities are an important activity, especially now
when organizations know they must often change, adapt to new problems, and are
developmentally changing. By illuminating the experiences of a few leaders, in one
organization, readers may gain new insights and understanding about their own problem
solving experiences in their own organizations. These many strengths are significant and
outweigh the limits of the case methodology.

The limits of case study are numerous. For this study the limits are considered
minimal. First, rich, thick descriptions and analyses take time to produce and to
eventually offer one display about learning. Though this is one case, general
organizational and leadership views have been incorporated into the study. Also,
sometimes when highlighting or featuring a particular event or perception, its importance
is oversimplified or exaggerated in cases. Plus the investigator has monopolistic control
over the selection and presentation of the information. Since, the case study method has
no strict or universal guidelines and the investigator may be insensitive or partial to
certain parts of the case, the integrity of the study can often be questioned. The
development of this analysis has considered two sets of peréepﬁons/opinions — those of
several HC 2000 leaders and my own. The attitudes of several, not just one, have been
used to determine which organizational events to highlight and also several leader’s

voices have been incorporated into the text. This has served as a check and balance, and
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reduces the likelihood of mistakenly overemphasizing irrelevant or unimportant
organizational events.

To balance concerns about case analysis, Robert Stake identifies six
responsibilities that he believes, if carried out, strengthen any case analysis. These
responsibilities are listed below, along with a description of how this study addresses
them. But realistically, as Merriam points out, the investigator is still left to rely heavily
upon his or her instincts and abilities when doing this type of research.

Responsibilities of Case Research (Robert Stake, 1995)

Carrying out a research effort in a responsible manner is an important part of
determining the value of the study’s conclusions or observations. In the fourteenth
chapter of the “Qualitative Research Handbook,” Robert Stake provides a summary list of
important considerations (responsibilities) that every researcher should consider when
engaging in qualitative inquiry through the case study method. He identifies six major
conceptual mpomibﬁﬁw for the qualitative case researcher to follow. These are listed
below, along with a discussion on how they were applied to this case:

1. Bounding the case, conceptualizing the object of study — Louis Smith is
credited with coining the term, “bounded system,” (1978); both Stake and Merriam call
this step the identification of the unit of analysis. The subject of organizational learning,
has been studied within a set of organizational activities, over a period of time. Problem
solving and changes produced by organizational members became the initial way of
boundingthesystemtobesnxgiied. The unit to be studied, the bounded system, is an
orgahimﬁon called HC 2000. This organization has both a purpose and a mission

involving complex problem solving. This is a specific setting, and set of activities, where
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leaders are working to reform the health care industry. The boundaries of this
organization are very clear in the minds of the organizational participants and to any
observers. Internal to the organization are several groups that make up the organizational
system. External to HC 2000, the health care industry and other local external entities are
easily separated and relationships can be identified with the organization. Thus, the object
of study is specific and bounded. HC 2000, and its activities, can be conceptualized
according to distinct organizational behaviors surrounding various problem solving
activities.

2. Select phenomena, theme or issues (research questions) to emphasize — The
phenomenon, organizational learning, comes from contemporary research about
organizations. As noted in Chapter 2, this phenomenon is often associated with
organizational change and development through decision making and problem solving.
These activities may or may not be “ways of learning,” but if they are, then the effects of
learning should contribute to the organization in some remarkable way. The
organization, one would hope, should experience progressive and developmental change
if organizational learning is taking place. Focusing on certain processes, related to
problem solving activities, is a way of discovering more about how some things happen
and how and why decisions are made within organizations. Equally important te
increasing the depth of our understanding about organizational learning, is to attach
meaning to organizational processes by asking how people make sense of their
experiences; and how they interpret these experiences. Both orgaﬁmﬁonal processes and
meanings, that are attached by its members to organizational changes, are featured in this

case study.
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- 3. Seek patterns of data to develop the issues — Organizational learning, as
defined in Chapter two, can be associated with specific organizational activities,
outcomes, changes, as well as many other factors directed, initiated and carried out by
organizational members. The behaviors and actions of the HC 2000 organization, and its
members, are organized around three significant organizational achievements. Selecting
the data set from within the organization was non-probabilistic, which is the method of
choice for qualitative case studies. (Merriam, 1988) The selection process was
purposeful (Patton, 1980), so that only behaviors and activities related to the three
significant organizational events were chosen for study. (Additional supporting
information is included in the Appendix.) The information selected was considered
representative and informative about organization’s achievements. Included are details
about numerous situations, various participants’ actions, their perceptions, different
related incidents, and phases of processes, all leading up to or following a specific
organizational achievement. In addition, pattems associated with organizational
activities, outcomes, and changes were developed according to organizational learning

constructs - the organizational learning categories - developed in Chapter two.

selected and structured around three key organizational achievements. The data selected
comes from three different sources and helps identify different ways organizational
learning can be studied. The data for this case analysis is primarily based on the
information collected during private one-on-one interviews with seven board members of
HC 2000. (See appendix) After being given a definition of organizational learning

related to leadership, the leaders were each asked to discuss organizational learning in
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relation to the HC 2000 organization. Information collected from the interviews served
as one set of data to analyze. The second source of data comes from personal
observations at various organizational meetings, taking place over a recent eight month
period, (September, 1996 through April, 1997). The meetings were opportunities to
observe, relate to, and extend the information that had been collected from the leaders’
interviews. The third source of data comes from 30 written documents and
approximately 10 informal conversations held with various organizational members, (not
formal interviews). The written documents consist of company correspondence (sent and
received by HC 2000), promotional materials, plus media accounts about the organization
and happenings in the local health care industry. The informal conversations were
opportunities to ask questions of individuals, following meetings being observed.
Questions were asked of the HC 2000 President(s) and other organizational members
(committee members) as a way of gaining a more complete understanding of
circumstances observed at the meetings. These three.types of data overlap and aid the
interpretation process. The triangulation method reduces misinterpretation and increases
validity. (Stake, 1992)

5. Selecting alternative interpretations to pursue — This responsibility was
accomplished in two ways. Direct quotes depicting the perceptions and opinions of the
leaders interviewed are distinctively placed in the study. Their voices are presented in
italics, where my voice is not. Sources of various written information included in the
case, are identified and dated. Another way of considering the possibility of alternative
interpretations, has been to look at the organizational activities from the perspective of

career development, rather than just as organizational development. This is accomplished
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in Chapter 4, and becomes a significant alternative interpretation of organizational events.
Chapter four presents a career biography of one HC 2000 leader, particularly focusing on
his HC 2000 experiences. Thus, alternative interpretations are represented and additional
voices are provided (italicized) in this case study. In Chapter four offers an additional
interpretation about organizational learning from a career development perspective.

6. Developing assertions or generalizations about the case - The interpretation
of several significant organizational events, their effect on organizational activities or
organizational changes, are presented in this last section of this chapter. Several
assertions are made about HC 2000 experiences and whether they seem to be
accompanied by learning. Leaders were asked to described organizational experiences in
" relation to their leadership views, and to consider when their experiences seemed to be
learning or non learning experiences. These varying viewpoints, along with an
application of data to the four learning categories, are the bases for making assertions and
generalizations about organizational learning.

Concluding Comments about Using the Case Method

One organization presented as a case may typify other organizations, but in many
ways it probably does not. This case study is about a collaborative organization engaged
in problem solving. Many of the experiences associated with the organizational activities
of HC 2000 may be similar to other organizations; but they are also unique to this setting
and these participants. Such concerns about generalizability are not primary to this study.
While some attention to building theory (organizational learning theory) is given, this
study features the particular and the unique. This is carried out to deepen our

understanding and create new ways of thinking about organizational learning.
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What goes on at the méetings, in discussions, and is considered an accurate
representation of HC 2000 leaders’ perceptions, in many ways may be typi(:al~ at other
organizations. Simultaneously, the more atypical and unique parts of this case, are
equally important. Stake reminds us that, “(o)ften it is better to learn a lot from an
atypical case than a little from a magnificently typical case. (Stake, p. 243, 1995) The
reader is left to draw conclusions based on their past experiences; but the value in a case
study is the opportunity to look at both the common and the particular. Our
~ understanding about organizational learning can be advanced from considering both.

This organization, HC 2000, was selected because it is an example of the new
type of organizations often recommended for producing learning environments. The
learning categories have been defined according to elements particularly associated with
enhancing learning. This case, therefore, may not be typical but may offer some excellent
examples of organizational learning.

Details about HC 2000 experiences and activities associated with three important
organization events for HC 2000, are identified next. (Section 4) The leaders voices are
presented in italics. Following the descriptive information of the organization, ways of
explaining and thinking about organizational learning are interpreted according to the
particular conceptual framework conveyed in Chapter 2. First, some general details about

HC 2000 are provided. (Additional details are included in the appendix.)
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INTRODUCING A NEW ORGANIZATION: LEARNING TO SOLVE
PROBLEMS |

Introduction

A learning organization engages in progressive and developmental change. The
mission and purpose of HC 2000 suggests it may to be a learning organization, or at least
is an organization that encourages learning. The mission of HC 2000 is, “to create a
community agenda on healthcare representing the interests of employers by achieving
cost containment and cost reduction, while preserving and 1mprovmg the quality of care
delivered.” HC 2000 was formed to bring about change in an industry that most agree
needs changing. As HC 2000 attempts to carry out its work of achieving cost
containment/reduction and preserving quality of care, it seeks change in a large complex
indﬁsu'y. Of particular interest: As HC 2000 attempts to bring about change in a
complex industry, is it becoming progressively and developmentally more effective as an
organization? Is HC 2000 engaged in organizational learning?
Why Organization was Formed

Business solutions come in many forms. In this case, a group of business leaders
in one community have approached the problem of health care reform by joining forces.
A group of leaders from various organizations formed a coalition as a business solution to
a troubling and growing» business problem common to them all: the need to optimize
health care.

Health care costs have escalated for over ten years. One reason for this is thought
due to mismanagement of the industry. Business leaders believe their companies are

paying for inefficiencies in the health care industry, and thus are victims of cost shifting.



115

(See glossary of terms in appendix.) HC 2000 was formed to try to change this pattern —
by reducing inefficiency and to contain or reduce costs. These leaders, believe they know
something about reducing costs, plus know about the difficulties in achieving real
savings. Becoming more efficient is something they constantly must do in their own
organizations. They believe health care providers should be doing the same.
HC 2000 promotional literature describes six ways of reaching its goals:

1. Negotiate standard prices with providers

2. Establish a provider/employer Health Management Information System

3. Work with providers to eliminate unnecessary utilization

4. Identify measure to reduce malpractice costs

5. Identify measures to reduce administrative costs

6. Collaborate with existing community organizations to improve cost-

effective healthcare delivery
Now after nearly four years in existence, the organization has achieved several

successes. Four of the above six approaches have been taken. (1,2,5,& 6) These
achievements, though modest in actual results, are considered significant beginnings.
Leaders of HC 2000 consider its achievements crucial in defining the future of the
organization. These achievements are indicators that the organization has made progress
toward its goals and will persevere in creating change in the industry. Thus, the
organizational achievements are featured and studied in detail here. The main question is:
In what ways have significant events for HC 2000 been organizational learning
experiences?
Who Formed HC 2000?

Creating this new organization was systematically carried out by one leader, Jerry.

He was the CEO of the largest employer in the local area. He envisioned this new
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organization and shared his thinking with other leaders as he recruited them to become a
part of this new organization. He wrote a position paper (a five page document) that
explains the type of role he intended this organization to take in the local health care
industry. Here is a poignant excerpt from that paper:

Employers should join forces to establish a competitive

“counterbalance” to hospitals and physicians. We have excellent hospital

leaders and excellent physicians in the (local) area. We can and should be

proud of them and the jobs they do. At the same time, we should

recognize that they must make decisions and take actions that are in the

best interests of their own organizations. We do the same. HC 2000 is

needed to provide better competitive balance — to stimulate hospitals and

physicians to respond to the needs of employers and to optimize health

care resources at the community level.

Jerry identified a serious business problem, i.e., rising health care costs; then
consulted other organizational leaders about what to do to improve the situation, i.e.
problem solve. He studied what was happening in other communities and wrote about
the problem (i.e., position paper). Finally, he formed HC 2000, a business coalition, as a
new way of solving this critical and complex problem.

Not long after Jerry recruited leaders as members of the board of directors, he was
placed in the awkward position of having to leave the organization. He was taking
another CEO position at different company in another community. This quick succession
in leadership for HC 2000, and the loss of its visionary leader, seems to have set the
organization back, at least temporarily. Second, third and fourth chairs have been
appointed in as many years. However, they all have retained the original purpose and

mission of the organization.
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The Organizational Design

HC 2000 is a coalition-based organizaﬁon, with a membership structure. Its
internal design is somewhat traditional (i.e., bureaucratic), but instead of functional
departments, various functional committees were created. HC 2000 is a small business
coalition, with few assets. (See appendix) This relatively young organization has a
President, a Board of Directors and three “technical” committees. Its size and
composition of highly expert leaders lends itself to effective problem solving.

The President, a paid consultant, is the primary interface between the other two
organizational layers, i.e., the committees and the board of directors. Occasionally, a
committee chair attends a board meeting to discuss current committee activities, but
mostly the President relays summary information about committee activities to the Board
members. Conversely, a Board member (usually the Chair) may attend a committee
meeting. But, there is very little interaction or overlap between the three organizational
groups.

The President, is the only paid member of HC 2000 and he is contracted
consultant. Counting all members of the Board and the committees, (the essential core of
the organization), there are twenty people involved in carrying out HC 2000 activities. -
All twenty are employed elsewhere at other local businesses, and thus are “volunteering”
their time to HC 2000.

One board member depicts the organizational membership in this way: Board
members represent a variety of sizes and types of companies. Sometimes we had crossed

purposes on some things, as diverse a group as we are. A couple of companies



118

represented by board members are local, some are national or regional. So sometimes
there will be conflicts.
The External Environment

HC 2000 was formed to contain/reduce the cost of health care, at least locally. To
do this, HC 2000 has immersed itself in the local health care industry, in at least six
different ways and intends to change many parts of the industry. (See mission above) In
contrast to having few internal bureaucratic layers, HC 2000 must, therefore, carry out its
work in an environment that has many powerful external layers or groups, (both formal
and informal), and an environment known to be complex, confusing and changing.

HC 2000 intends to.interact with providers and suppliers of health care, initially
hospitals and physicians are targeted. In addition to the hospitals and the physicians, there
are also laboratories, medical equipment suppliers, ambulatory companies, to name a few,
that the organization is beginning to be in contact with. Though HC 2000 does not plan to
deal directly with HMOs, PPOs, PPOMs, Third Party Administrators, Blue Cross and
Blue shield, and other insurance companies, these organizations all represent additional
bureaucracies (layers) in the external environment. (See glossary of terms in appendix.)
They, too, are significant to the industry and thus important to HC 2000. This latter
group may;, in fact, someday feel threatened by what HC 2000 is attempting to do.

HC 2000 leaders, during their interviews, described the type of organization and
organizational activities that HC 2000 engages in, particularly in relation to its external
environment. Issues of pricing and profit were central to their discussions; plus a
recognized need to find new ways for HC 2000 to reduce health care prices . . . something

that the organization has not yet achieved — at least directly.
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One board member offered this somewhat vague description of how the
organization works through the forceful external environment: We aré paying “X"; they
are paying “Y.” Over five years we would like to have “X” and “Y”’ come together. We
know we can’t do that overnight but lets take steps to make it come together. To plan and
to have someone show us how. We are making slow residual progress and not seeking
rqdical change. ... Ithink the big thing was getting off the ground. The next milestone
was negotiating contracts with the hospitals. Some, including the Mmitals, probably
thought that was never going to happen.

Summary of Initial Formative Period

The purpose of forming HC 2000 was clear - to optimize health care in the local
area, by optimizing cost and quality. The leadership of the organization was unstable
during its first year of operation, (See Chapter 4); thus very few results were achieved
toward its purpose during that first year. After the third chair was appointed, specific and
significant events occurred which are the focus of this study. Today, the organization
remains structured much like it began, but the identification of new avenues and new
pursuits are the main foci of all organizational members.

The third board chair recently completed his tenure and stepped down. He plans
to remain active in the organization and, thus, assumed the role of vice chair. The fourth
chair, in as many years, assumed the top duties of the HC 2000 organization beginning in
late Fall, 1996, (This was in the middle of the period of study.) This new chair has been
with HC 2000 since its inception. He admits that he will now have to learn more about
HC 2000 and plans to be a different type of chair. / plan to provide a somewhat different

form of leadership than John did. John was a more hands-on leader than I intend to be.
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The HC 2000 organization now takes credit for several successful results” or
“achievements.” These are studied in detail in the following case analysis. Along with
these accomplishments, the prospect of leadership stability seems higher than the past.
The organizational leaders are hopeful about HC 2000’s future but specific results or
desired outcomes are still vague. All leaders are very clear about what the organization
has been able to achieve so far. There are essentially three significant outcomes, that the
leaders, interviewed, all seem well aware of and identify as the successes, to date, of HC
2000. These so-called successes suggest to the leaders that HC 2000 has become a good

long term problem solving idea; one still worth pursuing. Thus, these achievements are
central to the following case analysis for the following reasons.
Experiences Culminate into Outcomes: A Case Study of Achievements

The HC 2000 organization was selected for study because is involved a group of
leaders engaged in collaborative problem solving activiﬁes. These organization is dealing
with complex problems, with no obvious solutions. As information was gathered about
the leaders and the organization, plus details about their organizational activities, it
became clear that their experiences mostly centered around three particular efforts. The
leaders describe these as organizational successes or accomplishments. These three
historical events are described as a culmination of the collective leadership activities by
the leaders included in this study. These events are studied in relation to learning.

As this analysis took shape, it soon became obvious that the collective efforts of
the leaders could be depicted (and organized) around certain events attached to this
organization, i.e., organizational accomplishments. Thus, the following case study is

organized around three particular events directly related to the HC 2000 organization.
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Each event is distinct and definable. By organizing details about the leaders’ activities
and perceptions of these specific outcomes, a record of the culmination of experiences
associated with each specific outcome, is informative. Using specific events, and
analyzing these events as learning experiences, provides a type of critical-incident
account that guides the interpretive analysis. Thus, the following case study is organized
according to three distinct events that the leaders all identified as important parts of their
leadership activities with HC 2000, and as very important events that insured the future of
the organization.

A CASE STUDY: SIGNIFICANT ORGANIZATIONAL OUTCOMES
Introduction

Significant events of HC 2000 are the outcomes or considered successes of this
small, young organization. The events are a result of problem solving efforts carried out
by organizational members. Viewed as successes, the events are important to both the
organization and its members. For the organization, these events represent progress
toward achieving its organizational objectives: optimizing health care. For
organizational members, the events are the results of their efforts inténded to contribute to
the organization, but may also be efforts that contribute to their careers.

The events selected were consistently identified by HC 2000 members as the most
significant achievements of the organization, thus faf in the company’s history. The three
events are: (1) creating a new historical database of actual charges at all four local
hospitals; (2) offering public support for a controversial merger proposed between the
two largest local hospitals; (3) securing purchasing agreements with all four hospitals

containing identical pricing schedules.
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Details of these three events are provided in this section. The next section, looks
at the same three events in relation to organizational learning. The data is organized
around these events to help increase our understanding about whether and how the three
events may have produced learning opportunities, both for organizational members who
carried out the work and for the organization, itself. Thus, details about .what took place
in relation to each event are pertinent. Also, details of the events are based on the
perceptions of organizational participants, written documents and personal observations.
This study isolates the “actual” by describing many details. By applying the ideas behind
the four learning categories theoretical concepts are applied. Together, an interpretation
about organizational learning is meaningful.

Before interpreting the events as learning experiences, selected historical activities
and member attitudes about these organizational events are isolated and scrutinized. The
descriptions are intended to illustrate particular experiences. These experiences may
contain important learning dimensions, for the organization, especially when considering
its future, plus learning fdr‘ individual organizational members. Each event is described
in four ways: (1) Why the event was deemed necessary by the organization; (2) How the
event is significant to the organization; (3) Specific details about the work and
experiences associated with the event; and, (4) The potential future value the event now
holds for the organization.

Event #1: Creating a new database: Knowing actual hospital charges

Identifying the need. The first event, considered here, began to unfold early in

the organization’s history, (1993-94), but these activities did not culminate into organized

actions until 1995, two years later. This event is the creation of a new data base which
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contains actual hospital charges at all four area hospitals. This informatiogi has and
continues to prove useful for a variety of decisions being made about health care reform.
HC 2000 is credited with the creation of this very unique database; both hospital
personnel and physicians are trying to access the information. The hospitals providing the
information continue to consider it confidential and thus information that HC 2000 can
not divulge.

Many believe that this database is a first of its kind. If the cost of health care is to
be contained orreduced,animportantﬁrststephasbeentoidenﬁfyactualpﬁc&ofgobd#
and services. Most who have tried to do this in the past, found that charges, costs or
reimbursement rates (which could all be different for the same service) often contained
different variables, meaning different services may have been assigned to one procedure.
For example, the reported charge for an appendectomy from one provider might include
- laboratory fees; another reported charge for the same service (an appendectomy) ﬁ@t
not. HC 2000 has created a database of “actual” hospital charges at the four area
hospitals, that contain the same variables, e.g., physicians. fees, laboratory costs, medical
equipment, etc. This data is collected quarterly and individual reports are produced for
each of the four hospitals, plus a combined report for HC 2000. The four hospitals and
HC 2000 pay $1000 per quarter for this service. HC 2000 designed and now coordinates
this information system through its Data and Quality Committee. Everyone agrees that
the availability of accurate comparative charge data (from hospital providers) was a
significant first step toward health care cost containment.

Why significant. Organizational members agree that the potential this new data

offers as a health care reform measure, has not been fully realized. The database has
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already helped produce one HC 2000 achievement (Event #3 ). While the need for
“actual” and “comparable” charge information seems obvious, organizational members
are still searching for additional ways to capitalize on the information as a problem
solving tool related to rising health care costs.

The information is considered very powerful, but its uses and applications, to
date, have been limited. Data collected over time will render the value of this historical
database even more valuable in the future. As more historical information is collected,
even greater knowledge about rate changes over a longer time will help measure change.
The need for this information is unequivocal and it is seen as a good starting point. HC
2000 anticipates the information from the database will launch the organization toward
becoming an important participant in many health care reform activities; but no one
seems to know the shape this will take.

Indirectly beneficial to the HC 2000, is the intended use of this information by the
hospitals. The members of the Data and Quality Committee, all hospital professionals,
designed the database. They agree that this information should help them be better able to
“zero in on” certain procedures that contain higher charges at their own hospitals, than at
“competitor” hospitals. Committee members admit that their ability to capitalize on this
information so far, as a problem solving tool for each of their respective hospitals, has
been limited. Details of the work that led to the creation of this database is given below.

The work and experience around of the event. Activities leading up to
creating a new database of actual hospital charges was carried out by one committee, the

Data and Quality Committee. Making effective use of the information, as a problem
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solving solution, for HC 2000 was carried out by another committee, the Negotiating
Committee. The Board of Directors has only a tertiary understanding of the database.

More details about how the database has been used by members of HC 2000 is
also part of the description of the third event. This is because as contract negotiations
were breaking down between the Negotiating Committee and the hospital administrators,
the board intervened and wanted to know more about the data used to set the contract
prices. (See more detailed explanation in event #3 - securing purchasing contracts.)

The two HC 2000 committees have found the database useful in significantly
different ways. One committee designed the database and maintains it; while the other
committee compared the data, and used adjusted values to develop a new pricing
schedule in hospital purchasing contracts. Committee members, of both committees,
were observed demonstrating a thorough understanding of the data and the information
being reported. Others reading the reports, find the information complex and difficult to
understand.

Creating the database was the first problem-solving step that HC 2000 officially
carried out after its formation. The work was completely and unilaterally carried out by
the Data and Quality Committee. Board members refer to this as a technical committee.
And its members are peer representatives from each of the four area hospitals. At each of
their respective hospitals, the committee members are responsible for monitoring hospital
costs and improving the quality of health care. They were recruited by HC 2000 because
of their technical knowledge about health care costs and quality, in hospital settings.

Hospital charges represent a major portion of health care costs to employers.
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The database is viewed, especially by committee members, as a “first of its kind.”
There is enthusiasm around the table of thg Data and Quality Committee meetings.
Committee members say they have never had such good data. It is accurate and
comparable. Variables that make up one charge are based on the same factors. Variables
include items like, laboratory fees, medical equipment, physician services and length of
stay. Now, the committee members/hospital quality administrators really know if their
hospital is charging less or more for the same service. With this database, they can
compare apples to apples, not apples to oranges.

Up until now, other data and reports, would be from other regions of the country,
for different populations, or contained different factors. Now, for the first time, these
hospital professionals can identify differences in charges for the fifty most common
inpatient hospital procedures, (DRGs), performed at all four hospitals in the same local
area serving the same populations. The goal in creating this database was not solely to
become the basis for contracts between employers and the hospitals. The goal was also
for these representatives to determine which procedures have higher charges and thus
should be investigated. With this information, the hospitals were to begin asking why
there is a difference between their own charges and the other hospitals. Though the
committee members are excited to have the data, as they attempt to make effective use of
the data at each of their hospitals, their spirits seem dampened. Though they have been
receiving this information for over a year, they admit that ways of making use of it in
ways that actually reduce their operating costs, have alluded them. At each of the four
respective hospitals, these personnel don’t seem to know where to begin or have

encountered barriers as they set out to facilitate change.
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In the meantime, the Negotiating Committee of HC 2000 has already made
important use of this information and is moving swiftly toward another. After the first
four quarters of information had been collected, (1994), the database was used to create
standard (lower) prices for the hoépital services. Identical prices, based on this actual
charge information, were negotiated with all four hospitals. Everyone agrees, these
purchasing contracts are the major accomplishment of HC 2000, to date. (Event #3)

The contracts are intended to stimulate hospitals to reduce their costs. Because of
the contracts, all area hospitals must now charge identical prices for the same fifty
inpatient services, at least to HC 2000 members. HC 2000 members represent over
100,000 lives, which is a significant customer base to the hospitals. These contracts are
the third significant event highlighted in this study, and thus are discussed in more detail
later. The database was the necessary groundwork that was laid for achieving the
organization’s primary goal —reducing health care costs. But the database, according to
the Data and Quality Committee members, was developed as a tool to be used primarily
by the hospital. If true, then this achievement has alluded them.

Future organizational value. The database is a first step toward standardizing
prices among providers, which HC 2000 leaders agree is one of the most significant
problems with health care, today. Here is one board member’s view about the way prices
are established in the health care industry: There are too many different rates for the
same services in the.health care industry which is ridiculous. Knowing the differences in
charges between providers will help develop a more consistent rate structure.

For the Negotiating Committee, three year pricing agreements with the hospitals

is deemed a significant organizational success. As the committee takes up its next set of
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activities, negotiating standard rates with individual physicians, the information contained
in the database (which includes physicians charges) is likely to prove valuable. Again, as
the Negotiating Committee has started to discuss details of contractual arrangements with
local physicians groups, the existence of this database has become a curious subject.
Everyone wants to see it; but for now it is considered confidential information! HC 2000
plans to continue to support the maintenance, development and use of this database as a
valuable information system, both for the hospitals and for the organization. This is
evidence that HC 2000 is working developmentally with providers to help eliminate
unnecessary costs and reduce prices.

How this data will help decision makers, at HC 2000 and at the hospitals, carry
out effective health care reform measures is unknown and undefined, but still thought
possible. The Data and Quality Committee continues to meet monthly but still struggles
with the question of confidentially of the information versus the value in sharing it among
themselves. (To date, each hospital only receives its own charge information; HC 2000
receives an aggregate of all charges.) At committee meetings, the President of HC 2000
has suggested that if they share among themselves they can use the information to point
with. He explains, they should select a few procedures where their charges are
significantly higher than all other local hospitals. Drill the data down and try to discover
where the biggest difference are. Discuss details about the procedures with the other
hospital personnel. Then determine if the differential is for a good reason. The President
confirms that one good reason why charges may be higher might be that their hospital is
performing this procedure only just a high risk group. This type of investigation of

charges helps drill down to those that cannot be explained.
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This approach, or another, has not been taken by the data and quality committee.
They believe the information still leaves gaps and too many unknowns; thus openly
sharing it among themselves is risky. They admit they are having difficulty capitalizing
on this information. They admlt they need to find a better way to use the information to
inform cost cutting strategies. They currently are focused on new ways of reporting the
data, but still in a blinded manner. (Other hospital data are kept confidential.) How they
will use the information, ultimately at their respective hospitals, remains obscure.

The committee members decided early in the design phase, that the information
would be blinded to protect each of the hospitals. Today, they receive reports that report
the lowest charges being charged in the area, but they do not know which of the four
hospitals is charging the lowest rate. (Intriguing to most board members is that HC 2000
receives the information unblinded and thus knows the four different charges at each of
the four hospitals.) Com:mttee members think unblinding the information will help them
know who to talk to, at which hospital, as a way of becoming more efficient. During the
recent six month period and after several meetings, they have been unable to resolve their
concerns about unblinding the data. They fear that if they unblind this information it may
get into the wrong hands, (namely, the media), which they believe could prove
devastating to their organizations. They are stifled as a committee.

HC 2000 organizational members describe the importance of this event, (the
database) as something that was needed and helpful to both their members, (purchasers)
and could be helpful to all four hospitals, (providers). This database is evidence that HC
2000 is truly committed to engaging in health care reform measures that involve ﬁore

than forcing a lowering of prices. Though the database has not become an effective way
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of helping the hospitals reduce their costs; the HC 2000 contracts have forced the
hospitals to lower some of their charges.

The significance and result qf this activity — creating a database base of new
charge information — in relation to organizational learning, is provided in the last section
of this chapter. How has the problem solving event of creating a “first-time ever” data set
of valuable information, been a learning experience for organizational members and the
total organization? Before pursuing this question, two other events also considered
important and developmental to HC 2000 are first described.

Event #2: HC 2000 Publicly Supports Controversial Proposed Hospital Merger

Identifying a need. At about the same time the Data and Quality committee was
actively engaged in designing a new database, the Board of Directors was considering
whether the recent announcement about merging the two largest hospitals in the area,
(described as a way to reduce health care costs), offered a timely opportunity for the HC
2000 organization. The board chair, at the time, had this perception: Going along with
the merger turned out to be a brilliant strategy.

The board chair describes the experiences surrounding securing board approval to
support the proposed (and controversial) hospital merger, as a growing experience for HC
2000. He also believes this activity gave him some valuable developmental leadership
experience. (See Chapter 4) Other board members agree that supporting the merger
increased the organization’s visibility in the community, but also its perceived power
base. Supporting the merger was just another way HC 2000 thought it could
affect/reduce health care costs;, but this act encompassed several unforeseen and

challenging results.
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Why significant. ’I;he board knew that offering public support of the merger
would not directly or necessarily reduce health care costs for HC 2000 members; but
considered as a business decision, the merger offered the potential of reducing costs for
everyone in the community. Offering organizational support to other health care
providers who are attempting to find ways of reducing costs, is consistent with the
mission of HC 2000. Not foreseen however, was that by offering public support, HC
2000 would became involved in a controversial community issue and legal proceedings.
Also, the media was actively reporting opposition for the merger, describing that the
merger would create a all-powerful, unwielding organization. The Federal Trade
Commission agreed with this view and decided to challenge the merger on the grounds
that it would create a monopoly in the local community. Thus, HC 2000 took a less
popular stance, one that enamored itself with the hospitals. While Board members are
careful to point out that supporting the merger was not a quid-pro-quo, its public support
of the proposed merger did eventually create a positive relationship between HC 2000
and the two hospitals. Finally, the leaders told stories about tense discussions among
themselves and with others, as the decision to endorse the merger was takmg place.

One board member, who is also a board member at one of the hospitals planning
to merge, offers this perspective about the board’s endorsement: There was some
controversy on‘ the board whether to support the merger. I think that came out of perhaps
personal priorities within the organization. But my joy in seeing the support (for the
merger) come out of that group was . . . well just take a look at the future of health care

costs. The merger is an opportunity, even by conservative economists’ estimates, even in
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the first five years, to reduce costs. Whether or not HC 2000 had supported it, I support
it and think it is right. |

Another board member told why he supported the merger, though notes his own
distinct preferences: I have always believed in the merger of hospitals and wanted HC
2000 to be up front and forward in taking a positive position. We supported the merger
upon the assumption that this reaffirmed our commitment to cost reduction .. over 150
million dollars in three years. Ireally wanted to see an overall community hospital
where all hospitals would partake in it together. It is horrible to think that a trustee
would say that this was in the interest of the hospital not in the interest of the community.
My vision is to have an overall board and I will work hard for that to come out of the
merger. |

Though the endorsement has been questioned and challenged, HC 2000 leaders
still think this event has created for the organization an even greater ability to advance its
goals of eventually reducing health care costs.

The work and experience around the event. On September 20, 1994, HC 2000
passed the following resolution which was distributed to its members and to the public.

RESOLUTION OF BLODGETT/BUTTERWORTH MERGER
BACKGROUND INFORMATION: There has been strong

community expression and concern about the duplication of services,

facilities and technology by area hospitals. The Kent County Area Health

Care Facilities Study (Hillman Commission) reported that there is an

estimated half billion dollars in requests for proposed hospital facility

construction projects and new technology. The demand for new facilities

and technology is created by the desire of hospitals to remain competitive,

develop cutting-edge programs, recruit physicians and be seen as

providing the latest in health care technology and service. This

competition has had the effect of creating excess capacity and duplication
of services addition costs to the delivery of health care in this community.
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RESOLUTION: HC 2000 endorses the Blodgett/Butterworth
discussions to become a merged and/or more collaborative as a means of
eliminating duplication of programs, services and investments. This
would enable the two organizations to develop a synergistic partnership
that has the potential to increase the quality and efficiency of health
services to the community.

This resolution was approved at the September 20, 1994 meeting
of the HC 2000 Board of Directors. ’

It took several months and several meetings for the board to agree to this
resolution. Every member of the board interviewed, agreed that no one totally supported
the merger, unconditionally. Also, board members tried to agree on what conditions or
limits should be attached to the resolution, but none could be reached. Yet even without
total agreement, the board proceeded to pass the above resolution. They say this was an
important way to help reduce health care costs.

Action leading to other actions. With a diversity of opinion and thinking, the
board was still able to agree that the merger, in principle, should be supported. The board
members recognized that different members held different perceptions about what the
merger might mean. Having a large, potentially dominant, health care provider could
create a monopoly, which could turn out to be bad for the community. But most often
business mergers mean savings, so board members thought. They supported it and then
decided to get closer to the merger plans, as a way of ensuring it would become a
positive, not negative, outcome for the community.

After deciding to support the merger, board members still had many unanswered
questions. Some board members proceeded to challenge the merger plans in specific
ways. The HC 2000 board asked the two hospital CEOs to provide a written response to

certain questions (that surfaced during the discussions that preceded passing the above
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resolution); and they invited the two hospital CEOs to attend a future board meeting of
HC 2000, to respond to these questions, in person. Over ten questions were posed in a
lengthy correspondence sent from HC 2000 to the two hospital CEOs. These three
questions are representative:

1. The two hospitals already maintain significant cash reserves and annual
surpluses. With the efficiencies promised through the merger, couldn’t the
merged corporation offer a price rollback?

2. How will prices be controlled after the seven years, considering the fact that
the merged corporation will have the dominate position in the market and the
key high tech services?

3. In anews article it was stated that the merged corporation would provide
“qualified” plans, and “equalized” prices. What is the definition of
“qualified?” Who will make sure that legitimate competitor will have access
to the pricing?

While the board supported the principle behind the merger, members proceeded to
study the issue and investigate what the merger might really mean with regard to
prices/costs. The board encouraged discussions on the subject and sought answers to
specific questions like those above. Very unexpectedly, HC 2000 then became involved
in the merger in other ways. The Chair of HC 2000 (as the organization’s representative)
was asked to testify before the U.S. District Court of Appeals, as part of the FTC
challenge to the proposed merger. The position of HC 2000, and its motives for
supporting the merger, were scrutinized and challenged by the judge. The judge’s
opinion, coming over a year after the testimony was taken, (available in January, 1997),
resulted in a ruling that allowed the FTC challenge to continue in the courts. Several
quotes from the HC 2000 Chair are included in the judge’s opinion. He questioned HC

2000’s motives:
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“Business, especially small business, is leery of a health monolith.
Eventually the board of HC 2000 voted to support the merger, but this
support was sustained only as the result of the hospitals’ agreement to
make certain immediate pricing concessions — concessions that may have
satisfied a majority of the HC 2000 board but do not necessarily satisfy the
majority of the organization’s membership, which was never polled to
determine its view of the merger and which remains divided. ... Mr. K
(chair of the HC 2000 board) conceded that he “would have opposed the
merger if we were not able to contract, yes. Ironically, HC 2000’s ability
to secure pricing concessions from Butterworth was a function of its
ability to threaten to do business with Blodgett; health care purchasers
dissatisfied with Butterworth’s post-merger pricing or performance will
have not such option.” (Page 13-14)

The judge’s opinion goes on to identify that the HC 2000 attitude is not
necessarily consistent with other business perspectives:

AsMr. K ... stated at the hearing, “Certainly competition does
not work in health care. And, “I don’t think competition has served to
decrease cost at all; if anything, it has worked the opposite direction in
healthcare.” By contrast, Mr. S . . ., Chairman of the Grand Rapids
Chamber of Commerce, opposed the merger because “the free market is
the best container of prices in the long run” and “the merger would create
too big of an entity that would have too much power which would not be
in the long term, best interests of the community and particularly small
employers.” (page 14)

. The decision to support the merger created questions about HC 2000’s motives.
Board members steadfastly maintain that they supported the merger because it offered the
prospect of bringing down health care costs for everyone, and was not done as a quid-pro-
quo. The merger would, in theory, reduce duplication of services and provide greater
efficiencies through greater quantities of services. Board members saw the benefits
outweighing the risks, though recognized that the power of this very large health care
entity would have to be monitored and kept in-check. Also, the board did not intend to

just endorse the merger and then walk away from it. The board intended to become one of
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the watch-dogs of the new health care system in the area. Today, HC 2000 is busy
investigating additional ways of integrating itself in the merger activities. Mainly, they
are trying to secure board seats on the new boards of the merged entity.

F"uture organizational value. After these subsequent expcncnces from
supporting the merger, HC 2000 still stands behind its decision. Though the judge
disagreed with the HC 2000 view, in his January, 1997 opinion, where he declares that
“neither the com;ts, nor defendants efficiencies discussion shows that the merger would
benefit competition and hence consumers.” Thus, the injunction by the Federal Trade
Commission to try to stop the merger was allowed to go forward in the court system. But
an interesting twist of events, announced just three months after the judges opinion,
represents a fairly bold step for the hospitals. They plan to proceed with the merger and
not wait for a court ruling. (Some speculate this is because they expect to prevail.) They
say the court process could take years. If a final ruling declares the merger a violation of
antitrust laws, they will then take whatever steps are necessary to split the two entities.

HC 2000 board members were well aware of the hospitals’ plans to move
forward. HC 2000 has asked to have a representative on the board of the merged
organization. They made the request as an organization that represents the interests of
both business and community groups. They plan to monitor, not rubber stamp,
organizational activities. Announced in the spring of 1997, there will be two HC 2000
board members sitting on the board of this new health entity (the merged hospitals).
Though they will primarily represent their own respective organizations, they have
indicated a commitment to HC 2000 to serve its interests representative also. Also, the

vice chair (former chair) of HC 2000 has been appointed to the financial advisory board
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of the new health system, specifically as a HC 2000 representative. All three HC 2000
members, who will be on the new boards of the merged entity, have pledged (at several
HC 2000 board meetings) that neither employer needs nor hospital needs will take
precedence over community needs. They plan to engage in leadership responsibilities
that will shape this new (very large) health provider from a community perspective.

Thus, HC 2000 is continuing to remain close to the merger activities and to offer
business and community perspectives to the decision making processes. Board members
see this as a future problem solving activity that HC 2000 will continue to pursue.
Though this activity may not directly affect the prices members are paying for health
care, at least for now, this work may produce lowered health care costs and impfoved
quality, . . . achieving in this way, a primary goal of HC 2000.

In the 1996 annual report, the immediate past chair describes how this event is
important to the future of HC 2000:

As the probability of a Butterworth/Blodgett merger increases, the
role of HC 2000 becomes even more urgent. We must continue to provide
a significant voice in the development of this new organization as it
evolves. Our continued participation will serve to secure the two
hospitals’ initial pledge to freeze prices for three years and eliminate cost
shifting between payers.

In the next few months HC 2000 will expand its community
partnerships to render an even greater impact on the quality and cost of
health care in our community. It will take all of us, actively working
together, to add to our past accomplishments.

The new president of HC 2000 reiterates (in his statement in the same annual
report) how this type of community involvement is important to HC 2000:
If value is our mission, then partnership is our method. . . . In this

emerging system, providers are accountable for delivering value to all
purchasers in the community. We are more than employers uniting to
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better serve our business interests. Rather, our interests are better served

by holding providers accountable for delivering higher value to every

child, man and woman in our community.

Endorsing the merger (the second significant organizational event) has created
new opportunities and new directions for HC 2000. It also presented an interesting turn
of evgnts and unforeseen experiences for HC 2000. HC 2000 members look back upon
all the questions that went into their decisions, and view this event as very successful and
beneficial to HC 2000. The challenges included trying to negotiate contracts with the
hospitals while endorsing their merger plans. The judge, and others, questioned, whether
this endorsement was a quid-pro-quo. Was HC 2000 offering support in return for
getting new direct purchasing contracts? Board members say there were no strings
attached to their support. They do admit the endorsement created a dialogue and positive
relationship with the hospitals, which certainly didn’t hurt their negotiations.

The creation of a new data base brought new information to the organization’s
~ decision making processes. Supporting the proposed hospital merger enhanced the
visibility and perceived authority of HC 2000 in the health care industry. These two
events probably laid the groundwork to help HC 2000 achieve its most significant
achievement to date: securing standard purchasing contracts with all four hospitals. All
three of these events and their significance to organizational learning are presented in the
next section. Next, a description about the need for, importance of the activities
surrounding securing direct purchasing contracts, is provided. These contracts contain

identical prices for all four hospitals, and are the only event (of these three) that directly
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reduces some members’ health care costs. Thus, this event is viewed, by most, as the
most important achievement in the history of the organization.
Event #3: Purchasing Contracts with hospitals: Savings to organizational members

Identifying a need. Securing purchasing contracts with all four area hospitals is
the most significant outcome for HC 2000 and was accomplished in the spring of 1996.
These contracts may eventually reduce the cost of health care for HC 2000 members. The
hospitals have agreed to gradually lower charges to HC 2000 members, over the next
three years — charges for fifty inpatient procedures (DRGs). The gnidually declining
charge amounts are identical at all four hospitals. The contracts cover over 70% of all
inpatient procedures provided by the hospitals. HC 2000 has managed to secure identical
contractual arrangements at all four hospitals, which many believe has never been done
before and is an effective solution for several reasons.

First, in the health care purchasing dimension of the industry, these contacts are
considered a “new” type of health care contract, i.e., a direct pmchaﬁng contract with
providers. These contracts help reduce the need for third party administrators or
insurance companies to administer billing and payment collection process. This
elimination of the “middle-man” potentially reduces costs even beyond what the
gradually declining pricing schedule provides. (Currently the contracts create an
additional, not substitute billing process.) Also, having identical prices and contracts
with all four hospitals, creates a scenario that encourages hospitals to compete on quality,
not price or eligibility. These contracts are a relatively recent success for HC 2000 the

organization; thus organizational members are still speculative, but hopeful, about the
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benefits it can bring the organization’s members. This achievement has come four years
after the organization formed. |

Why significant. These contracts are an effort not only to reduce costs but to
change the industry. The chair of the Negotiating Committee succinctly describes these
agreement#, in the 1996 annual report:

In 1996, HC 2000 reached a significant milestone by securing
contractual agreements for a fixed fee schedule with all four acute care

hospitals. These contracts guarantee standard pricing for 50 inpatient

admission categories, those which account for an estimated 75% of all

inpatient charges.

The Negotiating Committee is a highly motivated group of people with one
primary purpose: to purchase health care at a lower cost for their companies (and HC
2000 members). The contracts are a first direct step in that direction. But, these contracts
are also designed in such a way that they should help guarantee (or improve) the quality
of care. This is how they believe such to be true:

HC 2000 represents a large customers base (100,000+ lives). By year three,
(1999), the contracts force the hospitals to charge some of the lowest rates ever charged
for the fifty most common procedures performed at their hospitals. HC 2000 members
believe that hospitals must operate at lower rates, and will have to cut costs to do so. No
longer will they have other payers to shift costs onto. In the past, hospitals (and other
providers) would simply shift the cost to other payers when one customer (or payer)
demanded/negotiated lower prices. Now there is no major payer left to cost shift to, since

the business payers were the remaining purchaser of services not controlled by federal

mandates or insurance rules. Medicaid and Medicare rates are set by the government;
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large insurers like Blue Cross Blue Shield have the power to contract at low prices. In the
past, businesses, self-insured companies or smaller insurance companies, (many who
represented HC 2000 member companies) ended up paying the higher (cost shifted) rates.
With these contracts, the hospitals now have no groups to shift their costs (higher prices)
onto. HC 2000 members believe hospitals are now forced into the position of having to
reduce costs (in three years) or they are likely to find themselves in serious financial
trouble.

The contracts may force lower charges, but given the identical/standardized rates,
the preservation or enhancement of quality of care is possible. Now some charges are the
same at all four hospitals. This means that those covered by the contracts (employees and
their families), can now select a hospital for reasons other than price. The rate charged
for a particular procedure at one hospital is now equal to what the other three hospitals
can charge, at least for fifty inpatient procedures. Given this fact, these contracts
hopefully create the effect that patients (and physicians) will select the hospitals
providing the best service. These identical pricing agreements among “competing”
providers, are supposed to be an incentive for hospitals to preserve and improve the
quality of their care while reducing costs. Designing a cost cutting strategy that considers
quality of care, was clearly one of the objectives of HC 2000. HC 2000 describes this
event as a good way of optimizing health care — seeking highest quality care at the lowest
possible cost.

The work and experience around the event. Most every HC 2000 member
agrees that the purchasing contracts are an important milestone for HC 2000. Paving the

way for accomplishing this feat, was the database created by the Data and Quality
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Committee. (See event #1 of this study.) Because of the new database, the Negotiating
Committee had the necessary information to create, with great confidence, a fair pricing’
schedule, for all hospitals.

The Chair of the Data and Quality Committee chair describes the committee’s
contribution to the organization and to the community, in the 1996 annual report:

In 1996, the development and implementation of a common

database for comparing inpatient information proceeded in earnest. One

full year of data has been collected, providing a substantial base of -

information for tracking the key price, quality and performance indicators

of our four acute care hospitals. . . . With this system, and in partnership

with the hospitals, HC 2000 has effectively developed the foundation for a

comparative analysis system uncommon in the nation. The benefits to the

community will be immense.

It is important to note that these contracts do not contain the lowest prices in the
marketplace. The Negotiating Committee says they approached their work as partners in
the community. Once HC 2000 had one year of actual data on hospital charges, available
in early 1995, the Negotiating Committee began designing the direct purchasing
contracts. The Negotiating Committee is made up of five benefits administrators from
five large businesses in the local community. These committee members are experts in
purchasing health care for their companies, just as the Data and Quality Committee
members are experts on hospital quality and cost saving initiatives. Negotiating
Committee members are responsible for trying to bring down the cost of health care in
each of their respective companies. Actually, their work at HC 2000 can be considered
closely related to their company responsibilities. (Thus, they take their work at HC 2000

very seriously and as a part of their job responsibilities. Also, they are anxious to be
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successful at HC 2000 or back at their primary companies, since they are the individuals
responsible for significantly reducing company health care costs!)

While the Data and Quality Committee seemed to produce this new database in an
orderly and fairly predictable way, the activities of the Negotiating Committee have not
been steady nor predictable. The pricing schedule was developed by committee members.
In their first attempt at negotiating contracts with several hospitals, the committee found
themselves “shut out” by the hospitals. The hospitals refused to negotiate with them;
then (temporarily), the HC 2000 Board of Directors withdrew its endorsement/approval
for the committee to proceed with negotiations. Before looking at these unanticipated
difficulties, that were eventually overcome, details about the contracts and ;he pricing
schedule are warranted.

Hospital purchasing contract details. Turning again to the 1996 annual report,
details of the agreements are as follows:

o fixed prices for three years

e Dbilling at fhe negotiated price, eliminating the cost of a third
party repricer

e ability to coordinate contracts with existing PPO arrangements

e improved process evaluation and hospital efficiencies

The prices were determined from four quarters of actual charges, at the four area
hospitals. The pricing philosophy was established by the organization’s founder and is

depicted graphically below:
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HEALTH CARE PRICING PHILOSOPHY OF HC 2000

Graph 3.1

DRG Price* Neg Price
Hospital A 200 100
Hospital B 75 100
Hospital C 155 100
Hospital D 85 100

*Hypothetical example of varying amounts for one procedure (DRG)
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The graph shows how the method of pricing could actually set a higher price for

some hospitals! Negotiating C i bers have recognized there are “wil ,”
i.e., hospital(s) might find that a contracted price (of the fifty) might be higher than what
they charged in the past. Committee members say that the winner(s) shifted between all

four hospitals depending on which DRG considered. In other words, there did not appear

to be any one hospital that was istently charging the lowest prices for all fifty DRGs.
(This is described by HC 2000 leaders as another form of price shifting, i.e., setting prices
not necessarily based on direct costs.) The contract prices, in all cases, never set a rate

below the lowest rate being charged. The four hospital rates were adjusted ding to

J ng
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differentials in the number of times the procedures were performed at each hospital and
other severity factors identiﬁed, such as average age. The contracted prices were set at an
“adjusted average” point. (see graph) Thus the standardized prices were never below the
lowest rate charged (from among the four hospitals) and might be above some rates
already being charged.

These are three year contracts with prices gradually declining each yea;'. Multi-
year contracts are well known in business and industry. This gives sufficient time to the
suppliers (in this case, the hospitals) time to implement and realize actual savings. This
idea, as many members describe it, is exactly what happens in their own businesses. For
example, many of these leaders represent companies who are suppliers to other
companies. When their “customers” demand lower prices (or else they will buy from
someone else), the companies often negotiate contracts that reduces prices over a period
of time. Then they have o get costs out of their systems. Either you deliver your product
or service at the lower price, and still make a profit, or you will not stay in business. HC
2000 leaders applied this experience to the hospitals by demanding lower prices in three
years; thus giving the hospitals time to figure out how to get costs out of their system.

One board member remembers this about setting the contract rates: We were
trying to lower health care costs and yet ensure survival and success of all of the health
care providers. Those were the goals. Mainly — fair pricing (and not less pricing or
worst pricing than what other people out there had) — over a three year period so that by
the end of the three years we had done a job (of getting prices) very close to bther

discounters.
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Failed negotiations with the hospitals. After the contracts were designed, the
committee members secured authorization from the Board of Directors to begin
negotiating these contracts with the area hospitals. The board instructed them to maintain
the position that identical prices would be agreed to for all hospitals. The board believed
that if HC 2000 attempted to negotiate the best price possible with each hospital,
separately, resulting in different prices at different hospitals, they would not achieve the
goal of preserving quality while bringing down costs. Identical prices meant that people
covered by the HC 2000 contracts would not steer their business from one hospital to
another on the basis of price. This non-price competitive environment should force the
hospitals to compete on quality and service, hopefully improving both.

After two initial meetings, between HC 2000 representatives and hospital
representatives, unexpected turmoil arose. First, the hospital administrators were
refusing, very politely, to negotiate anything with HC 2000. Also, it seems that one HC
2000 board member, who is al;o a member of a hospital board, was confronted by a
hospital financial officer. He was told that HC 2000 was trying to “cripple” the hospital
by demanding extremely low prices!

As the story goes, this board member was taken by surprise with the negative
reaction coming from the hospital administrator. Initially the board member accepted the
hospital administrator’s assessment that the prices were too low and agreed to stop HC
2000 from proceeding. The board member contacted the chair of the HC 2000 board and
mm the board rethink its position about the contracts, and the prices.

Several board members remember this time and describe it as a very interesting

(and educational?) time in the organization’s history: Our discussions and negotiation
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processes were a d{ﬂ'@r;ence in form rather than in substance. Most of the (board)
members wanted to make sure what was happening. H. (the board member who was
approached by the hospital financial officer) is a very non-confrontational type of person
and there was a certain amount of confrontation in the negotiation of the hospital
contracts. He didn't like that. Another board member is a very strong supporter of “X”
hospital and I think he found difficulty with the idea that X hospital found the HC 2000
negotiations uncomfortable. If he hadn'’t retired I think he might have quit the board
because of that philosophical disagreement. I have a great deal of respect for him and 1
like him and I understand.

The discussions at board meetings were tense. The HC 2000 President, at the
time, depicted times when the organization was in jeopardy. If the board could not agree
to this type of problem solving approach, then the organization’s ability to reduce health
care costs, was in jeopardy ... so the President believed. He thought that HC 2000 needed
to pressure providers into reducing their prices, which in turn pressured them into
creating real cost saving measures. These contracts were admittedly a new concept and a
first attempt at trying to carry out it’s mission. The organization’s future rested in the
hands of the board of directors. Whether or not they would allow the Negotiating
Committee to proceed was a critical part of the organizatioﬁ’s future.

Another consideration, beside the need to reduce costs, was the fact that several,
not just one, HC 2000 board members were also members of the various local hospital
boards. Was their membership in HC 2000 a conflict of interest? As HC 2000 tried to.
affect hospital pricing, would that mean that board members would have to chose

between serving on the board of the hospital or HC 2000? Even today, there is still no
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agreement on this question. The decision to pursue the hospital contracts eventually
caused two board members to resign from HC 2000, because they believed their hospital
board positions was a conflict of interest; they chose the hospitals over HC 2000. One
board member resigned from the hospital board to remain with HC 2000; and three board
members continue serving on two boards ~HC 2000 and a local hospital board.

Eventually, the board did “authorize” and “help” the Negotiating Committee with
their negotiations. One board member’s recollection of the discussions about this decision
to proceed is a telling commentary about what occurred: We had tons of meetings about
it. We would meet individually with people who were strongly one way or another. We
allowed disagreement to occur at the board and recognized we wouldn 't necessarily all
agree. But eventually we got everyone to see that there was a way of dealing with the
hospitals. . . . I think the reason we got the contracts, though, was we came on very hard
with the hospitals, dealing with them exactly as we said we would. We would say, “We
want to partner and collabordte. We are not trying to hold anybody hostage here. What
we are trying to do is get the best price for our companies and these are prices that in no
case are they less than the reimbursement that you are now getting from Blue Cross Blue
Shield, Medicare, Medicaid or another discounter operating in the marketplace. You
should not object to this, or else you should stop giving those discounts to somebody else.
That became kind-of our theme. We worked very slowly with the hospitals. Itv took us a
good year!

Future organizational value. HC 2000 now has this important organizational
success that it can and has held up to its members (and prospective members) ... HC

2000 secured standardized (identical) purchasing agreements with all four hospitals that
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creates a consistent (and sometimes lowered) pricing schedule for its members. (Some
believe this is a “first” in the industry anywhere in the country.) From this experience,
HC 2000 now looks to pursuing similar contractual arrangements with physicians. They
believe the problem solving method has merit and application in other arenas.

The hospitals were the first type of provider “targeted” by HC 2000; the
physicians are their next. From among the many different types of health care providers,
the hospitals were selected first because there was only a total of four. The physicians are
next because they are viewed as the most important part of the health care cost/quality
equation. The Negotiating Committee believes that costs in relation to quality should
ultimately be determined by the physicians in consultation with the patients. The current
pricing system does not allow this to happen; even the doctors agree. Too often what is
covered by insurance dictates what a physician will do. HC 2000 plans to help change
this, at least locally.

There are other types of providers besides hospitals and physicians, e.g., ,
laboratories, medical equipment suppliers, and pharmaceuticals. Providers number in the
hundreds or thousands, just in the local area. For example, there are over fifty testing
labs in the area, hundreds of pharmacies, and thousands of physicians in the local area.
The Negotiating Committee members determined that the hospitals were a manageable
group of providers with which to start, (and gain experience). HC 2000 wanted to see
what was involved with intervening and attempting to bring down the price of health care
by dealing directly with the provider rather than negotiating with through insurance
providers. This is called direct purchasing. Now, they are engaged in discussions about

direct purchasing with six area physician groups. By most estimates, these groups
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represent about half of all physicians in the area. The remaining physicians, not
represented by these organized groups, remain independent service providers.

The Negotiating Committee is hard at work in 1997, figuring out how to apply the
direct purchasing concept to physicians. Local physician groups say they are very
receptive to working with HC 2000. Many questions surround the shape and substance
that contractual arrangement might take between HC 2000 and physicians; but both
parties have already met several times and all have expressed a desire to work together on
this common problem. To date, the six physician groups are separate organizations but
some have overlapping membership. HC 2000 plans to bring representatives of all six
organizations to the same table to collaborate and problem solve. Everyone believes that
whatever the outcome, this has the potential to cause a dramatic shift in the health care
industry, as it exists today.

An interesting footnote to this approach is that over the course of initial
conversations with the physician groups, excitement surrounds the increased awareness
that HC 2000 has collected actual hospital charge information on all four hospitals. (This
includes their own (physician) charges, which they say they have never seen in
comparison to the other physicians.) They are anxious to get this information, but for
now HC 2000 considers it confidential and, thus, not available.

Before interpreting these three events in relation to organizational learning, (next
section), a few final observations about the organization are presented.

HC 2000’s Historical and Developmental Events
HC 2000 has been operating for over four years. 6pinions about future prospects

of the organization, have fluctuated during the six months while conducting this study.
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Yet, in spite of unstable leadership, public criticism and being shunned by certain
community organizations (hospitals), the organization has survived.

There are three significant events for the organization. First, HC 2000 can take
credit for facilitating the creation of a new database that brings new and potentially useful
information to the table for making decisions about reducing health care costs. Second,
HC 2000 has attempted to provide a business perspective to help inform and guide a
major community event — fhe possible merger of the two largest area hospitals. The third
significant event is most significant for this business coalition. The acquisition of signed
contractual agreements between all four hospitals that establishes identical prices among
them and attempts to lower some health care costs while creating an incentive to improve
quality.

These events surround many leadership and organizational activities that are now
looked at interpretively. These three events are now studied to determine how, if and why
learning opportunities may have been present for organizational members and the
organization. Have circumstances surrounding these events strengthened the organization
and in so doing, created a better, stronger future? Have these experiences been
developmental experiences for the organization? Such considerations, and other details
about particular events and experiences, related to organizational learning are now
provided. These considerations are discussed according to the four learning categories,
and organizational learning elements, presented in chapter two. It seems that HC 2000 is

learning how to succeed.
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INTERPRETING ORGANIZATIONAL EVENTS AS LEARNING

Introduction

HC 2000 was created for the purpose of learning how to solve a complex
problem. For those creating this organization, HC 2000 was viewed as addressing a
national problem with a local solution. No local solution(s) were specified at the time the
organization formed; yet leaders believed that viable, significant solutions were possible
at the local level, and a coalition group could identify them better than individual
companies. |

Since it’s formation, HC 2000 has implemented several processes intended to
move closer to optimizing health care, locally. A thick description of each of these
events is found in the previous section. Now these events and experiences are considered
in relation to organizational learmng Did organizational experiences, attached to
implementing important organizational activities, become learning experiences? To
answer this question, first the four learning categories, which have been inspired by
| organizational theory and organizational research, as possible features of organizational
learning, are reviewed below. Then, these categories are applied to the organizational
experiences, just presented. In this way, features of organizational learning are
considered.
Four Learning Categories to Study Organizational Learning

As described in Chapter 2, the conceptual framework developed in this study
(referred to as learning categories) guide the interpretive portion of this case analysis.

They are:
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LEARNING CATEGORIES

Table 3.1

CATEGORY/ ACTIVITY OUTCOME | ENVIRONMENT | VALUE

UNIT

ORGANIZATION | Excitement for | Affinity for Encouragement or | Favoring
discontinuous | complexity to | integration into community-
and non-linear | achieve the multi-layered based values
activities outcomes environments over profit

motives

Framing the orgaﬁmﬁonﬂ data, as described in Table 3.1, helps facilitate our
understanding about organizational learning. The statements from the leaders,
information from the written documents and the investigator’s observations are all
included in this interpretive section. Which activities have been discontinuous non-
linear, unplanned? Have these activities lead to organizational development? New
knowledge? New actions? New solutions? How have organizational members
responded to interruptions, reversed behaviors, and other unpredictable events? These
types of questions are attached to this first category.

| A second area of interpretation looks for complex outcomes. Did organizational
members shy away from or avoid complex information in their problem solving activities
or in shaping an outcome? Did they attempt to problem solve by simplifying parts of the
problem? If not, how have they integrated complexities into their actions? Have they
benefited from doing so? In what ways?

The third category, considers whether there were dynamic or overlapping systems
in which to carry out their organizational work. Have either internal or external layers,

e.g., groups or organizations, been important to both activities and outcomes? Activities
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that involved other groups, other than the ones directly responsible, could be readily
identified. If the board was taking up the questions and the work, how and when did the
committees or outside organizations become part of the work? Did the work become
stifled or extended when it was carried beyond the initiating group? Did additional
bureaucratic layers enhance learning opportunities?

Finally, the fourth category guides the analysis to ask when, or if, community-
based values were part of these important organizational events. What motives or values
could be recognized and associated with the events? Did a social perspective seem to
create new understandings or bring forth new ideas and directions? As Bennis points out,
if leaders place a single-minded emphasis on profit and personal gain then social learning
is reduced and so too, individual learning is encumbered.

This section studies the data and looks for examples of experiences that were: (1)
discontinuous, or non-linear; (2) favored more complex outcomes; (3) integrated
identifiable hierarchical or organizational layers; (4) and contained affirmations of
community based values.

| This framework guides the analysis about when, how and whether HC 2000
organizational experiences and outcomes, have involved organizational learning. In this
way, can we gain a better understanding about the meaning and value of particular
organizational experiences? Can certain theoretical constructs about organizational
learning help inform our understanding? How, if and why does organizational learning
take place in the workplace, at least as a part of the HC 2000 organizational experiences?

Though generalizations about organizational learning are not attempted here, the case of
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HC 2000, i_s used as a ‘;proving ground” for applying certain organizational learning
concepts.
An Interpretation about HC 2000 as a Learning Organization

Before performing a close inspection of several activities according to the
learning categories, a reminder about the purpose of HC 2000 is fruitful. HC 2000 was
formed to deal with a very complex problem — to optimize health care. This business
solutipn, via a new organization, was considered one way of attempting to manage a
complex national problem, at the local level. Members of HC 2000 soon discovered that
in the absence of having known solutions, dealing with this problem and creating new
solutions, even at the local level, was filled with uncertainty and many pitfalls.
Organizational members were really not surprised about this — that the work proceeded in
unexpected ways. They all began to realize there was a lot to learn to succeed.

This study is less concerned with how much the organization has learned about
the health care industry and more concerned about whether the organization has become
more effective and better at being an organization. What learning has taken place that
has contributed to future organizational success? Solutions are being pursued by HC 2000
from an infinite number of choices. Everyone seems to know that the leaders and the
organization still have a lot to learn before being significantly successful. Such solutions
are viewed in the long term.

Several leaders offered interesting Mom about the organization: The
interesting part was that we got a group of companies together with an initial notion that
we should get enough heads together, plus to gather enough volume to gain some kind of

buying leverage. What became apparent was there was a much more subtle relationship
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to be worked out with the hospitals. There were different levels of understanding among
the board members, who were people on hospital boards, about what hospitals charge
and what goes into making up their costs. I would say that the thing that popped up right
away was the challenge of finding the approach that was up front and clear enough
about what we were trying to do. We can'’t even get at the data. We need a system to do
that. Then there was the stage where we needed to understand how do hospitals work?
And how are they working with healthcare coverage providers? What are the
distinctions between the HMO's and the straight coverage and how is that the costs are
shared? Originally, we wanted to put some good heads to the issue of figuring this out.

Another board member describes HC 2000 in this way: I think I am trying to
describe the uncontrollable dynamics in the very uncomfortable situation that we are in.
We are reacting to an unstructured dilemma and we need some new ideas. . . . We need to
continue to accumulate a database which becomes more valuable with the more data that
they have. The. Idngevity of the data, accumulating the data is doing the right thing.
Also we need to encourage the medical community to use more intelligent ways to know
what the doctors and the hospitals practices are. . .. Frankly, 1don't think the health
care industry is any more guilty of being ill-structured or more complex than any other
industry. Its large, complex, and rapidly changing which requires great amounts of
research and learning. But so too are other industries. The challenge to HC 2000 is to
grow it and even become a regional organization. I truly think the future of this area is
regionally.

And finally, another board member sees the development of HC 2000 in this way:

We are creating a space that is a work environment; that’s a whole lot different than
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saying I'm charging this team up over the hill and I'm the point guy. We are creating the
right environment. It's not about knowing what to do, its about creating an environment
where people have the freedom to try something and to fail, and try again. And to have
positive interpersonal working relationships that create a sense of purpose about why we
need to do this.

Thus, HC 2000 needs to be a learning organization.

Interpretation of Events
Event #1: A new database: New information for decision makers

Creating a database of actual hospital charges provided new, valuable information
~ that a variety of decision makers consider important as they attempted to reform health
care.

Were the processes used to create the database, or experiences gained from using
it, educational? Was creating the database a collective learning process for the
organization? Was using the database, as a problem solving tool, helpful in future
organizational activities? To answer questions like these, the experiences and outcomes
are examined in relation to the four organizational learning categories (introduced in

Chapter 2, and briefly described above).

Table 3.2
Event #1 - Designing & using a new database
ORGANIZATIONAL LEARNING CATEGORIES
ACTIVITY OUTCOME ENVIRONMENT VALUES
Discontinuous Affinity for Multi-layered Community Values
Processes Complexity environment

Designers: no Designers: no Designers: no Designers: probably no
Users: yes Users: yes Users: yes Users: yes
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Activities: Discontinuous processes. Based on interview data primarily, the
development and design of the database was a linear, well-planned activity carried out by
the Data and Quality Committee. The variables used in the database were readily
available to the committee. Software options were investigated and committee members
found only one that met their needs. The costs of software and information services was
w five ways, between the four hospital representatives and HC 2000. Quarterly
reports would be received. This design phase took about six months.

The Negotiating Commiittee, on the other hand, unexpectedly, found they had to
repeatedly justify how they used the data to both HC 2000 Board members and the
hospitals. At first, the Board initially approved the Negotiating Committee proposal with
little controversy and then hospitals would not even discuss the possibility of direct
contracting. Later, questions prompted more questions and new concerns for everyone
concerned. Committee and Board members admit that this process took much longer
than expected and had several surprising turn of events.

Outcomes: Affinity for complexity. The graphs, tables and charts produced
from the new database identify numerous variables (e.g., length of hospital stay,
pharmaceuﬁcals, physician charges, medical supplies, etc.). Fifty different procedures are
reported, DRG’s, in a form similar to standard billing classifications. The datais
aggregated, and severity-adjusted according to variables, such as number of deaths per
procedure and number of procedures performed. For the Data and Quality Committee
members, this information is readily understood, but seen as complex. They admit that

for others, not as close to the data, would require explanation. They believe that by using
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the many va_riables, though, the data is more accurate and more useful, especially to
le&s. And this was their primary objective.

The Negotiating Committee used the data to guide pricing decisions. Today, they
cannot recall exactly how the adjustments were calculated, and admit to a limited
understanding about all the variables. They feel confident, though, that the adjusted data
constituted a solid base for setting new prices and that the data will be helpful in their
future work. For HC 2000 to have this type of data, according to most members, has put
the organization in an enviable position. No one else has this type of comparative data ...
not even the hospitals.

Environment: Multi-layered dimensions. The Data and Quality Committee
members controlled the entire design process and planned around meeting their own
needs. They are now responsible for maintaining and improving the database, and
modifying the reports they receive. HC 2000 (the director) can and has requested
different reports. There does not appear to have been any intervention by others, nor
considerations made about other potential users of the information, during the design and
development phases. The Data and Quality Committee did not work in a. multi-layered
environment and continues to work in relative isolation.

In late 1996, the Data and Quality Committee learned that the database had been
used for establishing contracts at their hospitals. They seemed shocked and surprised at
this news. They had not known (nor intended) that HC 2000 would use the information
for this purpose (although the President says they were told). Even so, they continue to
try to utilize the information for its intended purpose — to reduce costs at their hospital

settings — but, alas, unsuccessfully.
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In the meantime, the Negotiating Committee used the database, developed a new
concept toward health care pricing, and secured three year signed agreements with the
hospitals. Next they plan to use the data to help negotiate new prices with physicians in
the area. Their work was challenged by two layers — internally, by the HC 2000 board of
directors, and externally, by the hospitals. They learned from their experiences in ways
that stimulated them to proceed with future contracting efforts. These experiences have
given them the knowledge and confidence to proceed toward additional solutions. The
Negotiating Committee is actively working on a new approach, while the Data and
Quality Committee continues to work toward their original (unrealized) goal ...
optimized health care at their respective hospitals.

Values: Community values. While this was a cooperative process between
committee members, who represent the four area hospitals, it now appears that the work
was carried out mainly for individual purposes. (Individual hospitals, that is.) Some
committee members continue to work toward sharing the comparative data at each of
their respective hospitals. They still do not focus on how the data might benefit HC 2000.
They do not hold a community perspective about their task, only an individual
organizational perspective.

The Negotiating Committee used the information to create a community pricing
schedule (identical prices at all four hospitals). The contracts they produced contain lower
prices, but fair prices, for the whole community. The accuracy of the data facilitated their
success. Having this community perspective seems to have produced learning.

Overall interpretation about organizational learning from this event. None of

the four features of learning appear to have been present or significant during the time
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that the database was being designed by the Data and Quality Committee. In contrast, all
learning dimensions help explain features of learning for the Negotiating Committee in
relation to this event. |

It is interesting to observe that today the Data and Quality COMM, after three
meetings in four months, continues to struggle with how to report the information and
how it might be used. Is this because their experiences during the design phase were not
learning experiences? The Negotiating Committee, in the same four months, has
contacted six physician groups and discovered that direct contractual arrangements with
physicians in the area is not only possible, but very likely. This is information they did
not have at the onset of this study. New contracts and new partnerships are on the
horizon for HC 2000. Will these next efforts be facilitated from their previous learning
experiences? It seems that for some members of the organization, this event has been a
valuable learning experience that is stimulating new actions for the organization.

Does this suggest that the absence of learning in the design phase and its presence
during the utilization phase, means the absence and presence of organizational learning,
respectively? Have certain types of experiences led to learning, and in their absence
learning has nof happened? Before considering this question further, some offering
additional interpretations related the second and third events are first organized in this
same way, similar to the first interpretive section.

Event #2: HC 2000 Publicly Offers Support of Controversial Proposed Hospital
Merger
Supporting the merger has led to a series of additional activities, all considered by

the leaders to be important and developmental for HC 2000, and sometimes for



themselves. Supporting the merger was one way HC 2000 thought it might achieve its

objectives -- to lower healthcare costs. Supporting the merger has also become a

developmental opportunity for the organization.

Table 3.3
Event #2 - Publicly supporting proposed hospital merger
ORGANIZATIONAL LEARNING CATEGORIES
ACTIVITY OUTCOME ENVIRONMENT VALUES
Discontinuous Affinity for Multi-layered Community
Processes Complexity environment Values
Yes Yes Yes Yes

Activities: Learning through discontinuity. For the board to officially support
the merger, many discussions took place, both formally and informally. Concerns and
conflicting opinions surfaced in these discussions. Board members seemed to value these
discussions, and beneﬁt‘ from them. Their descriptions best characterize the type of
learning environment created: We reacted to the merger. We were in the middle of a
very dynamic situation. Our leader was gone and not everyone was willing to express
their opinions. Iwas interested that there were a lot of positions about whether the
collaboration between the hospitals would produce more efficiency. There is the
dynamics of the doctors relationships with the hospitals and acquiring the latest
technology. Iwanted to influence and advise on the issue.

Another board member shares thns insight about related activities: The
personalities of the board members and their fantastic variation in intensity of support
Jor HC 2000 have been a little bit of a problem. John (board chair) is a good decision

maker and good at getting consensus of the board. He has been the most inspirational,
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" taking a steady course and keeping HC 2000 from going off the deep end. . .. I am
impressed with John's ability to guide discussions and carry out the work in the
background.

Another board member offered this perspective about learning: I think I've
learned from just watching and listening to other members on the board consider a point.
Itry to come to a conclusion quickly on a point to bounce my éonclusion off of somebody
who is about to speak. The danger is that sometimes you are not listening to what you
ought to be listening to, while you are formulating your conclusions. So it goes both
ways. - Taking time to listen and consider more input before acting, is important.

FMy one important value from this experience is summed up by another board
member: Just watching a guy who has created a business, “How can you not learn
something?” Every time E. speaks, its kind of like big wisdom. You know every time he
opens his mouth it will be something that is heavily studied . . . a considered opinion. I
like the interaction of the pgople on the board. 1t's a luxury that you don't have a
bottom-line issue always to consider.

It is clear that the leaders valued these discussions, though they were disjointed,
disorganized, unplanned and often disagreements. The leaders think these discussions
helped them learn more about the diverse thinking that exists among them. The)"atea
better board, more effective, because of this experience. Also important is that no one
suggested the need for anyone to change their views. They just wanted to reach some
agreement — to support the merger or not. By passing the resolution, agreement in

principle was accompanied by disagreement. This experience prompted further action,
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which has also benefited the organization. These discussions clarified questions,
stemming from a complex issue, and the board conﬁn;les to learn.

Outcomes: Learning from complexity. No one could predict with certainty that
the merger would be good for the community, or if it would really reduce health care
costs. There is continuing disagreement on that point among board members. Business
mergers can save money. But could this principle be applied to health care/hospitals, and
to public, non;-proﬁt organizations? They weren’t sure. While they agreed to endorse the
merger, they decided they needed more information and to get more closely involved.
Predicting the outcome of this merger was too complex to support it and then walk away.
They began asking thought-provoking questions of the hospital administrators. They
challenged decisions and assumptions. They inspired the hospitals to develop their plans
more fully. When the hospitals responded to questions posed by the board, in their
response they admit, “our ‘position paper,’ (is) a document significantly inspired by your
letter and questions.” The hospital CEOs say they, “welcome(d) the opportunity to
clarify such critical questions regarding our merger plan.” (Letter of August 30, 1995
from both presidents of two hospitals planning to merge.) The questions, position paper
and eventual meeting between the hospital leaders and the HC 2000 board members, were
learning experiences. New understandings evolved among all involved. Embracing the
complexities surrounding the proposed merger, fueled additional HC 2000 board actions,
and is now viewed as developmental for the organization.

Environment: Learning within a multi-layered environment. HC 2000
immersed itself into an external environment, when it chose to support a controversial,

heavily-criticized, merger proposal. The board decided this was an opportunity for HC
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2000; while others might have concluded that the action might be too risky or
unimportant to the organization. As a part of the controversy, would new barriers
interfere with the organization? Though this concern was not a deterrent to action, this
action did unexpectedly thrust them into another environment (layer) — the federal court
system — which has created additional unexpected (learning?) experiences.

The FTC challenge to the merger, and HC 2000’s public support of it, caused the
board chair to be asked to testify before the U.S. District Court of Appeals. The chair
admits that this caused him to become even more articulate about why a merger w0|;ld be
good for the community. This experience along with creating a working relationship with
the hospitals, have become opportunities for the organization and the leaders to learn.

HC 2000 encouraged more thinking about the merger, for themselves and the hospital
representatives. Furthermore, the board believes they inspired the hospitals to plan for a
new board (of the merged entity) that contained community representatives. (Thus they
affected the learning of others. Supporting the merger, created a positive relationship with
the hospitals, something that also proved valuable to HC 2000 and has probably helped
produce the organization’s greatest achievement (see event #3). Working in a multi-
layered environment challenged the organization, but apparently made it better and
stronger for carrying out future work.

Values: Learning through community values. The decision to support the
merger created questions about HC 2000’s motives. Though, board members saw the
benefits outweighing the risks, they were not surprised that their motives would be
questioned. Quietly, almost obscurely, they proceeded to get involved in merger plans.

They want to make sure things go the right way, for the community. Discussions among
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themselves, with the hospital administrators, and in court, required the board members to
become very clear about their motives behind this support. Though challenged, their
opinion and decision has remained unchanged for these two years — the merger should be
good for the community. They hope to ensure benefits to the community by becoming
actively involved in merger decisions and with the new entity. This event has become an
important activity for HC 2000; plus has strengthen its role (and visibility) in the
community.

Overall observations about organizational learning in relation to event.
Many organizational experiences attached to this important event of HC 2000 have
contained all four learning categories. The discussions were discontinuous and filled
with dissenting opinions. The board used this as an opportunity to understand more
about a complex problem and did not attempt to simplify it. The organization was thrust
into other environments, which meant it was open to, and received, public criticism. And
now the organization defends its actions on the grounds that it did something important
not only for HC 2000, but for the community.

The Data and Quality Committee, continues to struggle. They fear future actions
will cause unpredictable results (category #1); or that the complex data will be
misunderstood, (category #2); or will fall into the wrong hands (category #3), and they
view their work as important only to themselves, (category #4). On the other hand, the
Board of Directors has carried outtheirwork immersed in at least these four areas of
learning. The board has become better; and organizational members believe HC 2000 is

in a stronger position than when it first began. These board experiences seem to have
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provided learning that has led to progressive and developmental change for the
organization.

A board member offers this commentary about the event and its effect on the
organization: HC 2000 is in about as good a shape that you would expect at this time.
We needed to support the merger which made HC 2000 even stronger. I was generally in

Javor of the merger and think it is a good thing for the community. I'm concerned about
its execution and promises made. 1 like the judge'’s decision to hold them to their
community commitment, making it a condition of the merger.

Event #3: Purchasing Contracts with hospitals: Benefits to members and to
organization

The purchasing contracts are the first achievement (and the only one of the three)
that may actually produce a reduction in health care costs and thus savings for
organizational members! Even that is not certain. These contracts are designed not only
to bring down the rates charged by the hospitals, but to provide the incentive for them to
reduce costs and maintain quality, i.e., to optimize health care. Actual savings will not be
realized, probably, until 1999; but the concept of direct purchasing is now a problem
solving model that the organization is continuing to experiment with other providers,
namely physicians. These past experiences are now contributing to new problem solving
endeavors. Applying the four learning categories to these experiences reveals, as did the
second event, that the experiences seem p?rtinent to all four organizational learning

elements of this study.
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Table 3.4

Event #3 - Securing direct purchasing contracts with area hospitals

ORGANIZATIONAL LEARNING CATEGORIES

ACTIVITY OUTCOME ENVIRONMENT VALUES
Discontinuous Affinity for Multi-layered Community
Processes Complexity environment Values
Yes Yes Yes Yes

Activities: Learning through unforeseen and discontinuous events. The
overriding perception among organizational members about the activities associated with
securing the contracts was that the process took much longer than expected. The
Negotiating Committee work started and stopped several times, before ending
successfully with signed contracts at all four hospitals. The work became controversial
and political, plus included stressful moments of discontinuity for the organization.

Our discussions were a kind of consensus approach. There are a number of
things that ?eople said that I don’t agree with, but some would abstain ﬁo;rt voting ‘
because of some other interest. They would say, “I am going to take myself out of this
vote.” People showed themselves as people with integrity.

Another interesting (and contrasting) perception about events of this achievement
is: I also serve on the hospital board and because I am on one side I am sure people
would say it is a conflict of interest. On the hospital side I sit there and we decide how to
make money. If you look at the long run, though there is no question but that hospitals
' have to change. Instead of measuring healthcare with the number of beds or the
occupancy rate, health care is diversified and a community issue, which I think is good,

and that’s how I approached the discussions.
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Everyone remembered these discussions and the anxieties that were a part of the
decision to establish the direct contracts. There was confusion and dissent among
organizational members, but still the work proceeded.

Outcomes: An affinity for complexity. Discussions surrounding the decision
whether to negotiate contracts or not, generated feelings that there was a lot more
information needed: I would say the thing that popped up right away was the challenge
of finding the approach that was clear enough about what we were doing but wasn't
going to shut someone down. Ithought the conversations had application to my customer
service thinking. We needed to understand how hospitals work. This experience has
been one of those experiences where you resist being seen as “these guys coming in and
telling us how to run our hospital.” We really came out with an agreement, but there is a
sense of disconnectedness. You can'’t explain the cause and effect clearly to people.

Another board member recognized the complexity of the situation this way: /
know some of the people on the board think I have more information than others. 1
served on the Governor's commission on health care for five years and was in charge of
our health care programs here for a while. . .. There were different levels of
understanding about what hospitals costs and charges are based on.

And finally another remembers this about how complex the information was:
Trying to understand DRGs, I guess, was one big challenge. Trying to understand what
somebody charges for something became important to HC 2000 and we tried to make
sense out of the numbers. But if you look at the numbers, you find that the same
identified procedure at one hospital may charge $4000 and the other one would charge

$9000. You just know that something isn’t right. Another frustration is trying to see
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what the value of something was. What we did know is that there are too many big
members with too much power, trying to wield that power just for economic development.
That is wrong!

Fully understanding the pricing information in the contracté, or the basis of the
hospital charges was never achieved among most all board members. Yet even without a
thorough understanding, the contracts (the outcome) have become a great achievement
for the organization. The board allowed the process to go forward even without a full
understanding.

Environment: Benefits of a multi-layered environment. The Negotiating
Committee received approval, initially, from the board of directors to negotiate the
contracts. Not long after, the committee began interacting externally, with hospital
administrators. Not long after that emotions were high and questions about this solution
were raised, both intemglly and externally. Thus, the work was carried out in a multi-
layered environment. The processes slowed, even halted for several months, while
everyone reconsidered the next steps.

It was stressful as much time as we spent on the process. I think we would
typically schedule a meetings for seven or eight times a year . It was very interesting that
a number of time people did not show up for meetings and even called at the last minute
to cancel. It is a small board and if we lost two people we lost a quorum. Sometimes we
might have quorum but we would be talking about an issue that I know was a concern Jor
one person who was not there. So we canceled the meeting and tried to reschedule it.
They would all tell you this (getting hospital contracts) was serious and important but

that wasn't always demonstrated in commitment.
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Eventually, the board gave the committee permission to proceed and several board
members agreed to participate in the negotiations. The leaders described how these
experiences were beneficial and educational. 7 came to know several people that I didn’t
know before and people who really know their stuff in their areas. You were never sure if
you knew what the key issues were and there was lots of ambiguity. I learned a lot but
don't feel that I have been particularly effective with my influence. I shared some
knowledge unique to our company and maybe added a little bit but not much. This is an
example of walking into a subject that I knew little or nothing about; so its been almost
total learning. 1 think I've learned from just watching and listening to other members on
the board consider a point. . . . I have had an, “Oh! I didn’t see it that way " type of
experience.

In addition, a better understanding about the strength of organizational design
resulted from this experience: One of the smart things Jerry (the founder of HC 2000)
did was require CEOs as board members. To be on the board you have to be a CEO or
Chair of a company. That allowed when the going got rough, the ability to go into the
hospitals and meet face-to-face on a equitable level with the same group of people. It
created a peer-to-peer setting and we were taken much more seriously as a result of that.
Although we expected all the work to be done at the Negotiating Committee, the bottom
line was there was no way they could pull it off. That probably wasn'’t a real expectation
of this venture.

Dealing with both external and internal environmental layers, then, was a distinct
part of this event. Though this may have slowed the process, in the end, it is viewed as a

positive learning opportunity that is developmental for the organization.
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Values: Developing from community values. First, HC 2000’s original mission
statement is revisited: To create a community agenda on health care, representing the
interests of employers by achieving cost containment and cost‘ reduction while preserving
and improving the quality of care delivered.

Next consider that although the organization’s mission continues to be to create a
community-based agenda, most leaders descnbed HC 2000 as an organization that would
reduce their health care costs. They joined the organization mainly for profit/cost
reasons, not to serve the community. The purchasing contracts became an opportunity for
board members (and other organizational members) to establish that HC 2000 was
engaging in activities that considered community needs, not just their personal business
interests. Today, this is viewed as a strong point about the HC 2000 organization and a
reason for continued involvement.

When the hospitals alleged that the contracts contained prices that were
considered very low, this became the opportunity for HC 2000 leaders to be sure they
could trust the HC 2000 members by verifying that the prices were fair. Also by
requiring the same prices at all four, the hospitals could not compete on price, and thus
created the incentive for the hospitals to maintain high quality service, while cutting
costs. Thus the contracts made evident how HC 2000 has made progress toward it
community mission.

One board member voiced his values about health care and about the HC 2000
organization; plus he admitted that when he first joined the organization, he did not have
the knowledge to make such a statement at that time. Thus he has learned from his

experience. The industry has more pluses than minuses, and there are things within the



173

health care system that are troubling me. But mainly we (HC 2000) ought to guarantee
every living American access to health care — quality and affordable health care.

Overall observations about organizational learning in relation to event: Once
again, experiences surrounding this event contain elements of all four learning categories.
© Members of the organization believe the contracts have strengthened the future of HC
2000. The organization has created, and tested, a problem solving model that will next be
modified and applied to future activities and different providers. The leaders believe they
have learned from using this direct purchasing model, enough to utilize it as part of their
next organizational strategy.

HC 2000 now plans to directly purchase services from physicians. They will have
the physicians help devise a pricing schedule, just as the hospital representatives (Data
and Quality Committee) had participated in the hospital pricing scheme. Though details
are still be “worked out,” members of the organization are proceeding swiftly to create a
strategy. HC 2000 leaders feel even better equipped to succeed in future problem solving
efforts. The complexity of the work and unknown challenges are formidable as HC 2000
as they begin working with the physicians (groups); but no one is hesntatmg The
organization has learned from this first experience in ways that they guides them to create
future successes.

One board member has several ways of valuing this past experience and the HC
2000 organization: The hospital organizations are clearly very different than how we run
traditional businesses. The difference is perspective. Health care administrators think of
themselves as hotels and the key is occupancy. Business people, on the other hand, who

are paying the health care cost, want to see the hotel vacant. We don 't want anybody
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getting sick or anybody in there which is a combination of quality and preventative care.
These are two opposing views about the role of hospitals. We are looking at evolutionary
chdnge. I mean more continuous iinprovement models, small incremental changes, not

‘ neces;arily any dramatic moments.

Another point learned from this experience is the difference between large and
small organizations. This accomplishment now provides lower costs, that may be
especially appealing to smaller businesses. (Smaller business have historically had to pay
even “higher” rates for health care coverage because they had less bargaining power than
larger payers.) As health care costs have risen dramatically, small businesses have been
hit the hardest, some believe. HC 2000 is a membership organization that does not put
small businesses at a disadvantage. This is an important organizational feature, according
to most board members: Its important to have the costs (membership fees) be kept very
very low. If that éver started to get out of hand I would object. It is now very reasonable
to be a member, about $3.00 per employee. That's to the organization’s credit. We don'’t
need another bureaucracy in health care!

4 Similarly: I think Hé 2000 has a reasonable size membership, with a number of
important companies (large companies), but small ones, too. There is a sense of common
purpose on the board for both large and small companies, though there are differences
on how you go about doing it.

Finally, this event prompted one board member to describe the future of health
care and the role of HC 2000: In Grand Rapids there are thirty two or thirty six different
ways of getting paid by the hospitals. There is not a uniform system and that’s

ridiculous! We should have one system everybody conforms to. We would save hundreds
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of thousands of dollars. The variance in health care costs is ridiculous. I think we (HC
2000) can be a significant influence in getting a uniformity to all of us on the pay scale.
We are not there, but we made progress. We still have a long w@ to go.

It seems that a variety of new problem solving ideas have emerged from these past
experiences.
Concluding Observations about HC 2000 as a Learning Organization

The case study method has been used to examine three organizational events and
associated experiences in detail. These events have been related to ideas about
organizational learning according to an organizing framework developed in chapter two.
Have these events provided experiences that were organizational learning experiences?
Has organizational learning paved the way for future organizational successes?
Descriptions of the organizational experiences have been provided from the
organization’s perspective. The last section presents certain details about the organization
alongside four learning categories, and several elements selected from contemporary
organizational literature about organizational learning. (See Chapter 2) Interpretations
about the events and experiences, as learning opportunities, have now been provided.

The details described and related to the elements of learning extends our
understanding about organizational learning in a particular organizational setting — a
setting where leaders have engaged in new forms of problem solving and created viable
solutions. It seems that the problem solving activities in HC 2000, have been |
accompanied by organizational learning. Maybe organizational learning has helped shape
the problem solving activities? Or maybe learning through past activities is shaping

future activities and solutions?
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Analyzing actual events and related leadership perceptions about these events, and
applying them to a theoretical framework about organizational learning, is informative.
Expaiencescontaincerminelementsthatsegmmbeleamingexpeﬁem. ..
developmental experiences that will benefit the organization in the future. Also, studying
those experiences that contrast more traditional ideas about effective organizational
designs and activities has been valuable. This method of analysis, suggests that formal,
structured, and planned activities may not always be essential for organizational success.
Learning categories wefe selected because they were different from or atypical from the
types of experiences that are typically advocated in the (common) bureaucratic
organizational model. These contemporary organizational leafning elements have been
present in most of the HC 2000 achievements.

In fact, these nontraditional types of experiences may have facilitated, or at least
accompanied, some learning and organizational development. While one group did not
have experiences deemed, in this study, as ways of learning, other groups and other
experiences demonstrated the possibility of learning. Further, the group (Data and
Quality Committee) that seemed devoid of these learning-type experiences today seems
more uncertain about their future direction than those other HC 2000 groups (Negotiating
Committee and Board of Directors) who did seem to engage in the type of experiences
associated with learning.

One can argue that depending on the individuals, the particular sets of
experiences, and differences in the type of work . . . then different results should be
expected. But an argument can also be made that this organization is designed to be

conducive to problem solving. Why would two out of three be able to succeed and a third
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having more limited results? The presence and absence of learning experiences and
differences in success, suggests that information about transferring knowledge to multiple
situations is difficult to isolate and will vary even in one organizational structure. One
hope is that this study will stimulate an greater interest in understanding how past
knowledge accumulates through prior experiences and is transferred to future
organizational activities.

To further explore ideas about learning in relation to organizational development,
this study now takes up the issue of organizational learning in relation to career
development. In the next chapter, one organizational member, the third board chair, is
studied in relation to these same four learning elements. (Chapter 4) This leader’s
perceptions about his leadership experiences at HC 2000 (as learning experiences) are
contrasted with his other leadership experiences in other organizations. This career
perspective supplements the case study about organizational learning, presented in this
chapter. The final chapter considers both the organizational perspective and the career
perspective in relation to understanding more about organizational learning. The fifth
chaptcrintegratesthe‘two ﬁudies—mecaxstudyandmema@y. In this way ideas
about individual influences upon an organization are considered. First, the importance of
the influence of one individual, in relation to particular organizational events, is revealed

in the following career analysis.



Chapter 4

ORGANIZATIONAL LEARNING: A CAREER BIOGRAPHY

Introduction: Expanding the Case Analysis

A socially-constructed view of organizations will sometimes depict a dialectic
relationship between two phenomena - organizations and individuals. (See chapter one) A
working definition of organizational learning, can delineate both dynamics:
Organizational learning can be associated with specific organizational activities,
outcomes, changes, as well as many otherfa?tors directed, initiated and carried out by
organizational members. (See chapter two) In chapter three, the case study took a close

look at the organization phenomenon - its activities, outcomes, and developmental
changes. Now, this chapter takes a close look at individuals in relation to organizational
learning by studying organizational members directing, initiating and carrying their
work.

In this chapter, the career analysis of a leader is presented. The career subject is
the Chair of the Board of Directors for the HC 2000 organization . . . the organization
studied in the previous chapter. In this chapter, the focus shifts away from the
organization and toward one leader and his career. Wagner argues that studying
organizational learning is much more important than simply studying problem solving
activities. It is helpful to briefly revisit his-argument, that was presented in detail in

Chapter two. Wagner states that when concrete and “useful” results from studies are
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sought, studies about learning, not just the problem solving activities and goals'achieved,
are necessary. Wagner admits that, “(W)hen people learn to execute problem-solving
methods associated with a particular goal, there may not a generalizable way of
achieving that goal.” But, if we are to gain a better understanding of organizations and
learning, problem solving methods associated with a particular goal hold various forms of
transferability for individuals. (Wagner, 1991) Thus, Wagner suggests that studies
should consider the transferability of activities and achievements. This can be done by
studying ways when an individual transfers knowledge, over the course of a career.

Careers are studied and analyzed in a variety of ways; and a study about a leader’s
career presents its own peculiarities. By attempting to understand more about
organizational learning, the information in this chapter is now organized around career
development concepts, and considers, in limited ways, some contemporary leadership
principles. The four heuristic learning categories (activities, outcomes, environment, and
values),used in the case study, are now applied to career concepts. After reviewing
several common, historically-derived, career models, the framework for study is
expanded to include career elements to guide this next part of the study. While the four
organizational elements (applied in the case study) are based on contemporary
organizational ideas, the four selected career elements feature long-standing views about
different career development concepts. |

Also, a focus derived from the working definitions of organizational learning.
(See chapter two) Learning for individuals organizing, directing and carrying out the
work of an organizaﬁon is considered. The transference of knowledge learned from one

experience to another, in the form of problem solving endeavors, are of special interest in
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this career analysis. How does a leader use what he/she has learned from one experience,
for another? How do certain life experiences translate into career activities? How is
experience used to advance a career? The career biographical story reviews particular
experiences according to same four learning categories first discussed in chapter two; and
this analysis considers bdth career elements and leadership principles. Thus as this
chapter shifts the focus away from the organization and toward an individual leader,
another dimension of organizational learning is revealed.

Just as one organization was studied, (case study) one leader and his career is now
studied. 'fhis chapter begins with a review of career analysis principles and describes
several career models. Several contemporary leadership principles are related to general
career issues, mainly because this is an analysis of an organizational leader. A brief
discussion about narrative biography sets the stage for the analysis. Then, the next
section of the chapter presents a career analysis, which for this purpose is called a career
biography. The last part reviews the leader’s career story in relation to the four learning
categories devised earlier in the chapter. Both the career biography and the review of
learning, include organizational considerations. Mainly, though, career issues are
emphasized in this part of the study, without ignoring organizational issues. As for the
case analysis, this career study is intended to be a stand-alone study.

CAREER ANALYSIS MODELS
Introduction

Careers are composed of lifelong experiences. To study a career is to study one

portion of an individual’s life, often a very significant portion. While some careers are

carried out independently outside organizations, most are not. Organizations are potential
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places where careers develop, and thus offer learning opportunities for individuals.
Organizational learning is now studied as a part of career development concepts.

Career analysis, as a way of understanding organizational learning, can -
compliment organizational analysis centering on learning. The definition of
organizational learning, as set forth in chapter two, considers not only organizaﬁdnal
activities, outcomes and changes as a part of organizational learning, (see chapter three),
but the definition also defines the concept relevant to individuals who direct, initiate and
carry them out. As individuals carry out their work within and around organizations, they
are pursuing their careers. First this is a study about career development within an
organization; but the study also relates certain career considerations to features of
organizational development.

As discussed later in this section, most career studies do recognize both
organizational and leadership features when conducting a career analysis. To achieve this
same type of content, the following career biography represents both career and
organizational ideas. But mainly, the career biography takes a slice out of one’s life — the
career portion - describes it and tells how it changes over time.

Before providing the career biography, both historical and other common
components of career analysis are reviewed. This information helps shape the following
analysis including aspects of organizational development. Thus, part of this career
biography asks, “What aspects of organizational activities, outcomes, environmental
aspects, and values seem related to the process of developing one’s career within an

organization?”
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The biographical approach to studying a career is used here and the reasons are
presented just prior to the analysis. In addition to studying a career, the biography of an
HC 2000 leader, is also intended to provide additional insight into the development of
HC 2000. To this end, the analytical framework developed in chapter two and utilized in
chapter three is extended to include career concepts. The career biography, thus, can be
integrated, (compared and contrasted) to the organizational analysis. F indings discovered
from this integration process are presented in the final chapter.

To begin, though, traditional career concepts are applied to the same heuristic
categories used in the organizational analysis: activities, outcomes, environment and
values. Just as a case analysis contains a variety of considerations, (see chapter three) so
too does this study about the career of a leader contain a variety of considerations. After
reviewing classical career themes, a cross-section of ideas were and organized around the
four learning categories: activities, outcomes, environmental influences, and values.
Theoretical Models of Career Analysis

For the past forty years, career theories and models have not chénged radically.

An individual’s career is studied during the course of a lifetime, often according certain
stages or ages. Careers are also studied according to a multitude of influences, which are
experienced prior to and during the career ye;ars. The importance of the multitude of
influences upon a career, and over the course of a career, changes. Four significant ways
of studying influences upon careers are now reviewed. After this, a career analysis model
(and guide for studying a career), is presented as one useful way of thinking about this
study of organizational learning. The four career models are: age and stage models,

individual differences model, self-concept models and significant event analysis.
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Age and Stage Structured Views. A review of career stages, in relation to

| organizational distinctions, often provides a framework for carrying out a career analysis.
(Young and Borgen, 1990) One of the earliest career models, developed by Super in
1957, was a stage-structured, life span model. Super studied careers according to five life
stages, which he also considered age related. (See table 4.1) Many stage-structured
models have evolved from Super’s model, and maturational factors, such as
organizational tenure, position tenure, and age are, therefore, used when study developing
careers in these ways. (Greenberg and Baron, 1990)

Career maturity concepts in relation to organizatjonal considerations, such as
hierarchy, and position tenure, continue to emerge. More and more life factors are being
considered as a part of career analysis, including not only career education, but sex,
socioeconomic status, health, a<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>