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Cost of Employee Loyalty

Employee loyalty is often confused with employee turnover rate. This is far from the truth.
Employee turnover rate in governmental organizations is low. Research shows that two-thirds of
government employees do not feel committed to their organizations. Increasing employee training
and emphasizing ethical conduct among managers and senior management willlead to more employee
loyalty. The way the employees are treated translates into how hard theywork for the organization.
Employee benefits like health insurance and stock options are positively correlated to employee
loyalty. The quality of employees and their loyalty are two important factors that influence the
success of the organization over the long term. According to Timothy Keiningham and Larzan
Aksoy, disloyalty is a two-way street. When people are being downsized, other people leave too.
They become disloyal, but then they would argue that the organization has been disloyal too. No
CEO wants to lay off their employees. Cost benefits accrued by layoffs will be far less than the loss
of confidence in employees. Prof. Benjamin Schneider, University of Maryland, has shown condlusively
that the employees’ loyalty-related attitude precedes a firm’s financial and market performance.

The key to employee loyalty is trust and a feeling of being valued and respected. The other
important factor is the significance and importance that the job has on the larger enterprise. Loss
ofloyalty s often the result of lack of corporate culture of integrity, transparency and predictability.
Disloyal employees are likely to seek jobs elsewhere and they may indulge in counterproductive
behaviors such as theft and sabotage. Employees tend to be more loyal to employers when they
perceive that the jobisvaluable, that the companyis well respected and has a reputation for treating
their people well.

According to Stephanie Jones and Riham Hamdy Moawad, who have contributed to thisissue,
there are direct costslinked to turnover, including recruiting replacement staff, as well as indirect
costsinvolved in training new staff. There is also the cost of being understaffed: this can eventually
lead to loss of customers due to lack of availability of staff, resulting in lower quality of products
and services. The authorshave taken a theoretical and practical view of the situation in their paper.
The hierarchy of needs, the ERG theory, the equity theory, the three needs theory and the job
characteristics model are also discussed in the paper.

Ronald J Burke and Prabudyal Singh opine, in their paper, that employee disloyaltyis exhibited
in one’s negative comments and attitudes about one’s colleagues and organization, low quantity
and quality of job performance, and high levels of withdrawal behaviors such asabsenteeism, tardiness
and turnover; on the other hand, a healthy and loyal workforce is likely to be associated with a
healthy, effective and successful organization. The paper also focuses on work hours and their
effects, organizational values, demographic and work situation characteristics, career and family
priority, work motivations, workinvestments, work and wellbeing outcomes, and so on. The study

indicates that values play a vital role in employee loyalty.




Bob Murray explains that employee loyalty is more to employee’simmediate work circle rather
than to the employer. He says that employee loyalty to companies or firms is rapidly declining.
Basing his arguments onloyalty on neurogenetic studies, he avers that in the wild, neither humans
nor monkeys survive long in isolation; protection lies in the mutual loyalty of the band, pack or
tribe. Similarly, those companies that inspire the highest level of staff loyalty, such as Southwest
Airlines, have the greatestlevel of incdusion and transparency. Enterprises which have fewest mass
layoffs attract more employee loyalty. His advice is: “Be lean with fewer changes”. He points out
that large and even medium-sized enterprises throughout the world are engaged in what he calls
“race to the bottom”, i.e., they are determined to run their firms and companies using the fewest
possible number of people, while trying to capture the largest market share. This truly is a dream.

GRKMurty traces, in his paper, the amazing achievements of Indian Space Research Organization
(ISRO)—thelatest being its highly successful Mars Orbiter Mission, also called Mangalyaan—and
analyzes the underlying reasons for such high success rate and the leadership lessons it entails.

Theissue also includes exclusive interviews on the topic of employee loyalty with a few experts

in the field: Christoph Stiickelberger, Emily Bianchi, Alex Bennet, David Bennet and Chris P Long.

Nagendra V Chowdary
Consulting Editor
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Coaching by Sustainable Innovational

Values (CSIV): The 40-30-30
Tri-Intersectional Model of Values

Joao Brillo*, Simon Dolan** and Kristine Marin Kawamura***

We live in a world that is constantly changing and transforming. Some believe that
strategic planning and scenario building are almost impossible in this kind of context
(Mintzberg 1994; and Dolan et al., 2003). Yet, in order to survive, organizations need
to constantly innovate and renovate. In this paper, we argue that using the 40-30-30
tri-intersectional model of values that underlie the Managing and Coaching by Values
model (Dolan et al., 2006; and Dolan, 2011)—with its three essential axes (economic-
pragmatic, ethical-social, and emotional-developmental) as a perpetual process for
alignment and realignment—can lead to sustainable innovation in organizations. We
also derive a “Coaching by Sustainable Innovational Values” model as a platform for
use in motivating people and organizations to more precisely identify future scenarios
while also developing competencies to address just-in-time events and to provide

alternative ‘backup’ scenarios.

Introduction new. It is almost impossible to identify leaders
Innovation has become a popular buzzwordin  and organization nowadays that donot consider
management. It can simply be defined as the  innovationin their strategies. One of the reasons

process for re-creating the old and creatingthe  thatmany of these strategies fail is that managers

*  Jodo Brillo is a Visiting Professor in ESADE Business School—Future of the Work Chair—affiliated to CAPES
Foundation, Ministry of Education of Brazil; Professor of Executive Programs in Ibmec Business School; and
Executive career developer in Shell and Suzano, in the areas of Human Resources, Logistics, Accounting,
Economic Planning, Finance and Marketing.
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talkabout innovation but do not walk the genuine
innovational path. One of the newest innovation
strategies for firms, today, is to adopt an open
innovation approach. According to Chesbrough
(2003), innovation is effective when organizations
really open up their innovation process and
development of new products and services to
external actors such as scientists, suppliers, and
customers, while also adapting common tools
tointegrate end-usersin the generation of creative
sustainabilityideas, conceptsand prototypes. The
main advantages of these practices are expanding
theleveland number of new creativeideas, thinking
‘out-of-the-box, tailoring products tolatent needs
and wants, and reducing the risks of market failures.

Coaching by Sustainable Innovational Values
(hereafter CSIV)is presented as aleadership tool
to deal with open innovation environments, which
helpsleaders, managers, and their organizations
face the many management challenges of the
21 century. Given the number of simultaneous
transformationsand challenges occurring around
the world (i.e., the growing global population,
anincreasinglevel of migration and megacities,
aconstant search for newways of creatinga decent
life, the energy crisis, infrastructure collapses,
the growing global divide, comprehensive access
to education, and the ‘metaverse’ and singularity
of virtual reality (Raich and Dolan, 2008), we
argue that managers and leaders—and all
organizational members, in fact—need to
abandon old paradigms and develop new ones
for the sake of our survival and the survival of

future generations (Raich et al., 2014).

The Open Sustainable Innovation
Approach Demands a New
Leadership Model

The CSIV 40-30-30 tri-intersectional model of
values is an extension and elaboration of both
the ‘Managing by Values’ (Dolan et al., 2006) and

the ‘Coaching by Values’ concepts (Dolan, 2011).
In order to help leaders and managers create a
sustainable innovative environment, we propose
some principal scenarios within the framework
of the three-dimensional definition of CSIV
incorporating People, Organization, and The
World. Exhibit 1 provides a schematicpresentation
of the proposed model.

Scenario Drepresentsalose-lose-lose situation,
which is fastbecoming a real potential because,
simultaneously, our new world is becoming
increasingly global and complex and we now have
the possibility to destroy our civilization (Dolan
and Raich, 2013). Scenario C occurs when only
organizations win, mainly due to an absence of
empathy that originates from the capacity to treat
people in the same way you want them to treat
you (Matthew, 7:12). Scenario B is a problematic
zone, one in which organizations and people win
but the world loses—any such wins are not
complete because even though both parties win,
they do not care about Heaven and Earth (Sun
Tzu, circa 500 BC). Scenario Arepresents a win-
win-win situation and is a fertile environment for
sustainable innovation—and the scenario in which

CSIV may be considered a useful tool.

The CSIV 40-30-30
Tri-Intersectional Model of Values
The tri-axial model maybe used as the foundation
for developing organization culture (Dolan
etal,, 2006). It suggests that centralvalues, goals,
and strategic objectives be circumscribed within
the triangle that is formed by the following three
complementary yet orthogonal axes: economic-
pragmatic, ethical-social, and emotional-
developmental. Economic-pragmaticvalues are
aset of valuesrelated to the criteria of efficiency,
industriousness, performance standards, and
discipline. These values guide the planning, quality

assurance, and accounting activities in

8

EFFECTIVE EXECUTIVE @ Vol. XVII, No. 4, 2014




Exhibit 1: A Three-Dimensional CSIV Model and the Principal Predictable Scenarios
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organizations: they are necessary in order to
maintain and unify various organizational
subsystems. Ethical-social valuesrepresent the
way people behave in groups guided by ethical
values shared by members of a particular group.
These values come from conventions or beliefs
about how people should behave in public, at
work andin their relationships; they are associated
with values such as honesty, consistency, respect
and loyalty, among others. These values are
manifested by actions more than words.
Emotional-developmental values are essential
in creating new opportunities for action. These
valuesarerelated to intrinsic motivation which
moves people to believe in a cause. Optimism,

passion, energy, freedom and happiness are some

examples of these values; without them, people
would be unable to make firm commitments
or be creative. Therefore, when designing an
organizational culture, it is essential that people
are able to do what they do best in their jobs.

The CSIV 40-30-30 tri-intersectional model
of values describes a perpetual process for
alignment and realignment of the three axes
(economic-pragmatic, ethical-social, and
emotional-developmental) at their points of
intersection, which allows managersand leaders
to focus on developing sustainable innovation
processesin their organizations. Exhibit 2 shows
the points of intersection between the 3Es: the
intersection of the emotional-development axis

and the economic-pragmatic axisleads to greater

Coaching by Sustainable Innovational Values (CSIV):
The 40-30-30 Tri-intersectional Model of Values




Exhibit 2: CSIV 40-30-30 Tri-Intersectional Model of Values
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innovation; the economic-pragmatic axisand the
social-ethical intersection enhances survival (after
all, when a big ethical or social scandal arises,
the survival of the firm is at stake); and the
intersection of the ethical-development axis with
the emotional-developmental axis increases
sensitivity and makes the organization more
humane and more socially responsible.

The following examples illustrate these
linkages:
Innovation
A company that experiences emotional-
developmental/economic-pragmatic values has
the ability to nurture ideas and turn them into
commerdial reality. Royal Dutch Shell, for example,
launched Game Changer, aglobal open innovation
program, about 15 years ago. They used it to
invite ideas from all their employees as well as

a plethora of outside sources in order to test

the technical and commercial viability of ideas
that maybe quickly and affordably implemented.
The programhas generated over 1,500 innovators
and turned more than 100 ideas intoreality. Some
of theseinclude the revolutionary idea of cooling
natural gas to liquid at sea and the ingenious
idea to more efficiently harness the power of
the sun, in the process of oil extraction, by housing
the equipment in a giant glasshouse.
Sensitivity

Should thebusinessleaders care about spirituality?
ESADE Business School was founded by Jesuits,
and [ESE Business School was founded by the
Opus Dei movement. The two business schools
were created on the basis of religiously-based
ethical-social responsibility. They are inspired by
the spiritual values of the founders and are
supported by sound management practices. The

result is that both climbed to become leading
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global business schools; they are ranked
systematically at the top 20 in the world (for

more, see Dolan et al., 2014).

Survival

Not only organizations but people too can create
innovations at the apex of the economic-
pragmatic and ethical-social axes that enhance
sustainability. Coming from a poor familyin India,
Arunachalam Muruganantham revolutionized
the sanitary pad in South India by inventing a
machine that creates cheap sanitary towels for
ruralwomen in India. During hisyears of research
and frustrated outcomes, he never gave up. His
proudest moment came from helping the girls
in the village to go to school after centuries of
being required to stay home during their
menstruation periods. Thisinnovation made life
more sustainable for girls as well as their families
and communities and also enhanced the wellbeing

index per capita in India.

The Core Competencies Focus On
Innovational Values and
Organization Culture

Some organizational strategies emphasize the
importance of core innovational competencies
(Breen and Hamel, 2007) as a guarantee for
sustaining firm success. Results on the application
of the tri-axial values model show that the
demands for competencies that are symmetric
to these values have strong predominance of
economic-pragmatic competencies (75%
compared to an average of 59%), while ethical-
social competencies stay on average (Brillo and
Cosenza, 2013). Thus, special attention is required
for developing the emotional-developmental
competencies (42%), which are rated lower in
many organizations. By contrast, we argue that
raising the percentage of the latter can enhance
the competencies that are needed to lead and

champion innovation, which are also critical factors

thatlead to sustainable firm success. In the 3Es
application, the following competencies are
proposed tobe core innovational values, which,
in turn, lead to stronger, more innovative firm

cultures:

Self-Motivation

Maintain a highlevel of commitment and pride,
and feel as an integral part of the organization
and of its results. Give your best while on duty,
transmitting energy and disposition to people.
Take care of the organization’s things asif they
were your own. Maintain motivation when facing

frustration.

Constant Improvement

Seek for references on excellence, identify
opportunities for improvement and put them
into practice. Question the status quo, and put
forward innovative solutions in the process. Take
on new challenges and be ready to face them at

any time.

Self-Development

Take on oneself the initiative for the refinement
of one’s knowledge with respect to knowledge
that is related to the work. Show a positive
disposition toward the learning of new topics
to be applied on the job and to be shared with
otherpeople. Seek constant feedback related to
professional upgrading and refinement.

The work of innovational coachesis to bring
out the great in people in away thathonors their
integrity and encourages them to work actively
toward making tangible transformations. We argue
that they must have the following core
competencies to perform effectively the CSIV

40-30-30 tri-intersectional model of values:

Relationship and Co-Creation

Build a relationship of respect and trust with
the people and create an equal and synergistic
partnership with them. Listen actively and

provide support to people’s attempts at self-

Coaching by Sustainable Innovational Values (CSIV):
The 40-30-30 Tri-intersectional Model of Values
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expression. Keep in touch with your own intuition,
centered on people’s needs, and co-create an
agenda of exciting experiences, developinga fun

work space.

Questions and Stretching

Help people through asking powerful questions
that provoke curiosity, insight, discovery, and
actions. Build together different perspectives to
reframe people’s experience and communication
skills, mainly in detecting obvious things. Make
them aware of incongruence between their
thoughts, emotions, and actions. Support people
to grow their self-awareness while stretching them
for breakthroughs.

Values and Goals

Work with people to arouse their positive passion
aligned with innovational values and help them
to become aware of them. Co-create SMART
(Stretching, Measurable, Achievable, Realisticand
Time-bound) goals. Help people to develop an
appropriate, measurable action plan with their

initiatives and target dates.

The CSIV’s Quadrants

More and more research as well as our consulting
experience suggest that the underlying meta value
of CSIVis trust. In the past, organizationalleaders
applied an old paradigm that said: “Trustis good
but controlis better.” Today, we propose to use
anew paradigm where we should insist on saying:
“Control is good but trust is much better.” We
are still progressing from a dominance culture
to a virtual culture at an accelerated rate, and
the older success stories about effective
management practices will no longer be valid.
Our MBA students have gotten used to jokes
about managers that fail while still insisting on
heavily using command-and-control systems. The
typical example of controlling peopleis the modern
turnstile, which guarantees the physical presence

of employeesbut does not integrate their minds

and the souls in their work. According to the
Management by Values philosophy, the successful
leader in ‘tomorrowland is the one that can obtain
the commitment of their followers by sharing
their values and ensuring that they are aligned
with the strategic objectives of the firm. The
sharing of values guaranteesthat the mindsand
souls of employees are committed as much as—
if not more—than their physical presence.
Moreover, values represent something constant
while everything else might be changing. So values
are the DNA on which to focus, hence they are
the ingredients for sustainability.

In order to develop CSIV as a co-creation
process, we propose to adapt the DART model
of Prahalad and Ramaswang (2004). D stands
for Dialog, which encouragesknowledge sharing
and improves the understanding between coaches
and people, giving them the opportunity to
interject their point of view about the innovation
process. A stands for Access to knowledge, tools,
and expertise which helps people construct their
own experience outcomes, broadening their views
of innovational opportunities. R stands for Risk
sharing, meaning that the co-creators of
innovation are responsible for dealingwith both
success and the risks of failure and overcoming
any associated frustrations. T stands for
Transparency of information in the interactions,
which is fundamental to enhancing people
participation and building trust between
employees and their coaches. Exhibit 3 shows
the CSIV 40-30-30 tri-intersectional model
quadrants.

The Tinkering quadrant tends to be
uninteresting because there is no driving cause
forinnovation, here. The Incremental Innovation
quadrant is related to curiosity-driven search
and doesnot utilize the foundational knowledge
of CSIV and thus does not lead to breakthrough

innovation. The Unsustainable Innovation quadrant

12
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Exhibit 3: CSIV’s Quadrants
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aimsatfindinga solution tomeet pressing market
needs, and depicts no interest in applying CSIV
foundational values. Finally, the Greater Sustainable
Innovation quadrant represents new creative
sustainableideas, ‘out-of-the-box’ thinking, and
the tailoring of great products and services that

serve latent market needs and wants.

Conclusion

The CSIV modelis a strategicleadership tool that
helps leaders, managers, and organizations
successfully deal with open innovation
environments and face the numerous significant
management challenges of the 21* century. A
critical success factor of CSIVis the development
of an open innovation environment and
management approach where we mustboth ‘talk
innovation’ and walk itsinnovational paths. An

openinnovationapproach is effectivewhenleaders

expand the sourcing of ideas and innovation
practices beyond the walls of their organizations
while also integrating the inputs of employees
and end-users. In theory, everyone in an
organization can become an innovative coach,
helping colleagues or team to define (SMART)
innovational goals and move toward their
effective and efficient fulfillment. For this to
happen, we must develop core competencies that
focus on defining and employing innovational
values and building an innovative organizational
culture that enables a firm to recreate the old
and create the newwhile meeting the constantly
changing and transformative needs of the firm.
Finally, we would like to invite everyone who has
positive passion for creating and implementing
sustainable innovation to participate in the
development, implementation, and improvement
of this tool.=

Coaching by Sustainable Innovational Values (CSIV):
The 40-30-30 Tri-intersectional Model of Values
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Cost of Employee Loyalty!

Employeeloyalty is still the Holy Grail for employee performance, and gaining and keeping
loyal employees is increasingly recognized as the key to business growth. Sowhatdoes it
all mean and how can we achieve it?

Christoph Stiickelberger: Loyalty means faithfulness to the responsibilities given and commitments
made and the respect of superiors in all sectors of professional, political or private relations. Loyalty
is key for trust between employer and employee. Trust is built on reliability, keeping promises,
performance and transparent communication. But trustis built on reciprocity in the relation. An
employer cannot build trust and expect loyalty if he/she does not keep promises towards the

employee or breaks rules or dismisses persons without justification.

Emily Bianchi: Loyalty can be gained in many different ways. One is by figuring out ways to make
employees feel valued and respected. Another is by allowing them to see the significance and importance
their job has to the larger enterprise. Another way is to make sure that the processes used to

make decisions are fair and transparent.

“Loss of employee loyalty is a big hidden cost of business”. Your comments?

Christoph Stiickelberger: Loss of loyalty is often the result of lack of corporate culture of integrity,
transparency and predictability. Employees start to get an inner distance to their employer institution
if they discover that corruption rules, or promises are not kept or they cannotidentify themselves
with the product. For example, the degradation of the environment by a companyleads to a decrease
in the commitment of an environmentally engaged employee of that company and can lead to
lack ofloyalty asa result. Lack of loyaltyleads to reputation risks of the employer and the company/

institution, less productivity and efficiency and therefore is a clear and substantial cost of business.

Emily Bianchi: Lack of employee loyalty can have all sorts of adverse effects on organizations.
When employees do not feel loyal and committed to the organization, they are morelikely to seek
other jobs, they are more likely to engage in counterproductive behaviors such as theft and sabotage,

and they are less likely to help the organization improve its processes and products.

What are the factors that directly and indirectly influence employee loyalty?

Christoph Stiickelberger: The main factor is the corporate culture: the goals, values and mission
of the company/institution so that the employee can be proud to serve the common goals. If this
identification with the goals and the product of the company/institution is not strong, leaders try
to compensate by a culture of fear, repression and sanctions. But this is not sustainable. Loyalty
isthen only based on fear and not on sharing values and convictions. It leads to leakslike wikileaks,
unrest and conflicts. This vicious circle has to be transformed into a virtuous circle. A culture of
fear, silencing and oppression has to be transformed into a culture of trust, respect, transparency

and commitment. The financial remuneration is only one factor of employee satisfaction at the

t The interview was conducted by Ivaturi Murali Krishna, Research Associate, IUP Publications.
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workplace. Equally important is the social climate—the human relations and the identification

with the goals and the reputation of the company in society.

Emily Bianchi: Employees tend to be more loyal to employers when they perceive that the job
is valuable, that the company is well respected and has a reputation for treating its people well.
Other factors that affect loyalty are pay, benefits, ability to be promoted. People also tend to be
more loyal to organizations that treat them well and when the processes used to make decisions

are fair and equitable.

Do you think that the interaction between different types of employees influences firm
culture and performance?

Christoph Stiickelberger: Sure. Most important is first the example of the ‘boss’. Responsible
leadership means to be a servantleader, working hard for the wellbeing of the company, the employees
and the society, therefore all the stakeholders. Aleader who works only for his/her self-interest or
the interest of the shareholder, cannot create a culture of loyalty and commitment.

Lack of loyalty between employees is often the result of a culture of internal competition.
This internal competition is good to stimulate performance, but it should always be linked to
the values and goals of the company and not only to the financial performance. Otherwise, it
destroys the community of the employees and makes everybody the enemy and the competitor

of everybody.

What effect do human resource practices have on employee commitment?

Christoph Stiickelberger: Of course they have a great effect. As the founder and director of the
non-profit foundation Globethics.net, a global network on ethics, I often get applications from
highly qualified persons who are ready to be employed with a substantially lower salary than they

had before in the for-profit sector, e.g., as banker or trader, but they say “I am now looking for a
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jobwhichis meaningful, I can be committed and find an enthusiastic team even if I get less money.”

But this is the answer of persons with already a satisfactory minimum material security.

Emily Bianchi: A huge effect. Human resource practices are the key components in determining
whether employees feel that they are treated fairly, that outcomes are fairly distributed among

employees, and that the organizations respect and value their input.

Employees increasingly expect to get more out of their jobs and are willing to walk away
from an employer if they feel undervalued or unfulfilled. Trying to keep every employee
happy costs a firm a fortune. How to do the balancing act of achieving both employee
loyalty and good profits?

Christoph Stiickelberger: This is especially the case in emerging countries like India where the
new and growing middle-class people are increasing in number and have material and other expectations.
Thekeyissue for ethics and business in this situation is equality. The new middle class asks for a fair
share in the growing wealth. It means that the motivation and loyalty of the employees increases
with a clear equality policy of the company/institution: the gap between the lowest and the highest
remuneration (if we include bonuses) should not be 1:500 or 1:1000 as in some cases, but limited,
means increase of lower and middle salaries more than of top salaries (I have published a booklet
on fair top salaries from an ethical perspective). This may seem to reduce maximum profit for the
shareholder, which may be the case in the short term, but it is a sustainable strategy for long-term
optimum profit. So countrieslike India are in a period of paradigm shift from low-income to middle-
income countries with the need to adjust the extreme net profit expectation and replace it by
long-term strategy of employees’ commitment. This also needs some sector policies, e.g., within

the IT or mining or jewelry or agricultural sector in order to have a fair competition.

Emily Bianchi: Not keeping an employee happy can also cost firms a fortune. There are many
things organizations can do to keep employees happy that are not costly. For instance, being fair
and transparent is not costly. Moreover, finding ways to make employees feel like they are part of
abigger team and that their work has significance and meaning beyond themselves also does not

have to be costly. There are many cost-effective ways to bolster loyalty.
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In a world of lucrative job opportunities, firms are increasingly finding it difficult to
retain employees. What can the firms do to stem this?

Christoph Stiickelberger: Financial incentives are needed, but combined with an attractive corporate
culture. This includes work-life balance and the respect of the religious needs of the employees. If
an employee gets more money, but not the permission to fulfill the religious obligation, the employee
may feel that this obligation, e.g., of respecting religious festivals and Friday or Sunday worship,

cannot be compensated by a higher pay.

What kind of loyalty program can companies implement to motivate people to stay in
the company? How to design such an employee loyalty program?

Christoph Stiickelberger: In addition to what is said above, it is important to offer a culture of
transparency and participation in decisions. The new middle class asks not only for higher salary,
but also for responsibilities and opportunities to participate in the corporate culture. [t means
being encouraged to make proposals for improvement of the company, etc. Therefore, loyalty
cannotbe blind, uncritical obedience. Loyalty includes constructive critical thinking and action. In
the extreme case, it can include disobedience to a specific order as an expression of loyalty to the
values and goals of a company/institution. If a superior asks a subordinate to pay bribes to get a
contract, then the employee has to resist and show that this negates the anti-corruption policy of
the company, of the nation and of international conventions. Therefore, the loyalty policy has to
include a policy of whistleblower protection and of fair treatment of employees who are disobedient

to a specific act requested in the name of the higher values and policy of the company.

Emily Bianchi: Firms can promote loyalty by figuring out ways to make people feel committed
to the larger enterprise of the organization. They can enhance loyalty by making employees feel
onwhatis happening in the organization, by using fair and transparent procedures to make decisions,
and by respecting the role that employees play in the organization. Gainingloyalty comesfrom an
understanding within an organization that employees thrive when they are valued, respected,
and treated well. An organization that does this well reinforces this emphasis in every interaction

it has with its employees.

Loyalty is therefore an issue of the corporate culture.

Christoph Stiickelberger: Yes, very much so. But also a profound issue of the different value
systems: secular, Hindu, Christian, Muslim, etc. For faith-based persons, the firstloyalty belongs
to the Absolute (God). As the Bible and other holy texts say: “You must obey God rather than
men” (Acts 5,29). The firstloyalty is to be loyal to the values. This then leads not to a blind, but to

a mature, reliable and responsible loyalty towards the company and nation.=
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Why are employees loyal? Organizational commitment—or a tendency to stay rather

than leave—can be demonstrated by retention commitment, value commitment, and

effort commitment. These variants on reasons for commitment—to stay with the

organization, to provide value for customers, and to make the effort needed—are

affected by intrinsic job satisfaction more than extrinsic elements, so leaders should

pay more attention to their staff members’ intrinsic needs and try to meet them. To be

able to effectively manage the high rate of turnover, leaders and organizations must

concentrate on enhancing their staff members’ intrinsic job satisfaction. This means a

focus on job interest, opportunities to learn, chances to mentor others, and making

achievements—not just pay and benefits.

Profitis the applause youget for taking care of your
customers and creating a motivating environment
for your people.

- Ken Blanchard, 2007.
ue to the worldwide economic crisis and
recession, many organizations have tried
to cut costs. The largest ‘expense’ is

people—but they are also the greatest asset.
When people are being downsized, other people
leave too. They become disloyal—but then they

would argue that the organization has been
disloyal too. And then one of the main challenges
that organizations face is staff turnover, due
toits crucial impact on the business—especially
when the crisis and recession end and things
start looking up again. Ironically, this attempt
to save ‘expense’ canbackfire and end up costing
more.

Employee turnover has significant costsand

consequences, so organizations need to investigate
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and analyze the directand indirect costsresulting
from staff turnover and put in place proactive
strategies to minimize the expected lossas much
as possible. There are direct costs linked to
turnover, including recruiting replacement staff,
as wellas indirect costs represented in training
new employees. There is also the cost of being
understaffed: this can eventuallylead to the loss
of customers due to the lack of availability of
staff and the resultinglower quality of products
or services. The pressure of being short-staffed
onmanagement time means that strategicwork
will be put on the back burner whilst tasks of
urgent importance are dealt with.

So, if the cost of staff loyalty is high, and
disloyalty even higher, what can be done tomanage
this challenge of motivation, retention and
minimizing turnover? A lot of this thinking is
common sense, and the actions required often
cost nothing, but it can be surprising how few
managers are effective here.

Leaders must understand and respect
others, and concentrate on team building
processes as well as valuing the unique
contribution of all team members. When
managers and leaders are enabled and supported
tobuild effective teams, this will lead toincreased
staff satisfaction and motivation. In supportive
workplaces, staff members tend to be more
satisfied with their jobs, and this consequently
aids staff retention. Transformational leaders
can have an important impact on subordinate
job satisfaction. Theseleaders are interested in
helping staff members to grow professionally.
They practice idealized influence—or trying to
be a good role model. They give their staff
individual attention, try to inspire them, and
make use of their skills and brain power. They
involve themin decision making. Research shows
that the more transformational leadership is

practiced, the more subordinatejob satisfaction

is generated. An employee’s intention to quit is
usuallyreduced by transformational leadership
practices (obviously there are many otherissues
here too).

Leadership styles, attitudes and behaviors
have a major impact not only on staff attitudes
and behaviors, but on their commitment to their
organization and their organizational
performance. Staff job satisfaction levels, age,
gender, nature of the job tasks and salary can
all contribute as well to a tendency for higher
levels of organization commitment. The job of
the leader is to find out which of the vast range
ofleadershipand managementinputsin therange
of possibilities is most appropriate to build the
loyalty of each individual staff member—because
they are all different.

Why are employees loyal? Organizational
commitment—or a tendency to stay rather than
leave—can be demonstrated by retention
commitment, value commitment, and effort
commitment. These variants on reasons for
commitment—to stay with the organization,
toprovide value for customers, to make the effort
needed—are affected by intrinsicjob satisfaction
more than extrinsicelements, soleaders should
pay more attention to their staff members’
intrinsic needs and try to meet them. To be able
to effectively manage the high rate of turnover,
leaders and organizations must concentrate on
enhancing their staff members’ intrinsic job
satisfaction. This means a focus onjobinterest,
opportunities to learn, chances to mentor
others, making achievements—not just pay and
benefits.

Motivation is concerned with elements of
direction of the work (the choice of one activity
over another), the intensity of the effort involved
(how hard an employee tries) and persistence
(howlongan employee continues witha particular

behavior). When employees are highly motivated,
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regardless of the difficulty of the circumstances,
a higher level of performance, greater output
and loyalty to the organization are expected,
since it is then more likely that staff members
will hesitate to leave the organization seeking
better opportunities. Since motivation hasalways
represented a critical challenge for employers,
employees and for those who would just seek
a greater work-life balance, many researchers
have studied the phenomenon of motivation,
and produced many theories which aim at
explaining and managing people’s motivation
for enhancing staff satisfaction and organization
commitment.

Such theories have been trying to analyze
motivation by answering many questions such
as:

* What really makes people feel motivated
to do the job?

* Whatmakes them happier in their personal
and professional lives?

*  What factorswould help them continue to
overperform regardless of the difficult
environmental aspects that are facing the
individual or his/her organization?

Many authors came out with many theories
that tend to try to answer such questions.
Employers are implementing such theories as
ameans of retaining employees through raising
their satisfaction. Some of these theories are briefly

discussed below:

The Hierarchy of Needs

Although the hierarchy of needs model dates
back to the 1950s, it is still widely used in
organizational behavior and management studies
all over the world as a prime tool to identify staff
motivation levels and needs. The hierarchy of
needs modelis an essential personal motivation
theory used by organizations to motivate

employees, retain employee loyalty, reduce

turnover, recruit quality individuals and ultimately
increase productivity and netincome. This model
includes five basic human needs, starting from
the very primitive such as the psychological needs
for food, shelter and clothing, to the most mature
and advanced needs such as for self-esteem and
self-actualization. The model suggests that a
person should first satisfy a certain need to be
able tomove upward to the following need. Thus,
managers canmake use of the theory to motivate
their subordinates by providing rewards that
will help satisfy certain employees’ needs, based
on their perception of where they are at and
where they want to go next. How do we know
what stage they are at and what they need?

* Physiological Needs: These are the most basic
needs, including the need for basic
indispensable human demands such as food,
drink, and shelter. The motivationalitemin
this need would be financial rewards: at this
stage, employers tend to motivate employees
with providing appropriate salaries and wages
that allow them to acquire theirbasic needs
and provide for their families. In addition
to the monetary aspects, employers can
provide benefits that can satisfy employees’
needs at this stage such as providing a
comfortable and a healthy workplace and a
flexi-timing working pattern.

* Safety Needs: People have a need to protect
themselves from any expected mental,
emotional or physical harm. This phase
includes the need for protection from the
elements, physical security, and the presence
of law and order in theirliving and working
environment. Monetary aspects can be a
prime motivation as a safety need—
employers seeking to support staff members
at this stage usually provide them with
healthcare programs and retention plans.

Moreover, some of them even provide the
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employees with counseling to ensure their
mental health, especially in some critical jobs
in which the employees are usually subjected
to extreme stress due to their job nature.
Love/Belonging Needs: The third phase of
the needs model is the desire to be loved
and the feeling of belonging to groups.
Components of this need incdlude work group,
family, the giving and receiving of affection
and being in a relationship. A relationship
with colleagues and line managers are two
main sources of social support which many
employees regard as important in making
the decision of joining or even continuingin
acertain organization. Therefore, teamwork
isveryimportant in this perspective to build
a solid social network and allow employees
to satisfy the need for belonging. Employers
tend to satisfy such need by teambuilding
activities, coaching and mentoring, through
internal procedures, and through making use
of staff break times during the working day
forrelationship building.

Esteem Needs: The fourth tier of the needs
model is the need for self-esteem,
achievement, independence, status, and
responsibility at the workplace. Many research
studies have shown that one of the main
reasons why employees leave an organization
is the lack of recognition from their line
manager—which costs nothing except
thought. A sense of achievement or
accomplishment can have an impact on
employees’ intentions either to continue
working for the organization or not.
Employers work on satisfying their employees’
esteem needs by various and different
approaches such as providing prestigious-
looking business cards with impressive-
soundingjob-titles, offering career path plans

with promotion prospects, providing

recognition programs (like ‘employee of the

month’),and sometimesdelegating challenging

work to young employees with potential for
more seniorjobs. Job rotation programs can
also work—a change of responsibility at the
same level can sometimes be as effective
as a promotion. It all shows that the
manager cares and is interested in the staff
member.

¢ Self-Actualization Needs: The final phase of

the hierarchy of needs s self-actualization—
thisincludes the need for realizing personal
potential, self-fulfillment, seeking personal
growth and enjoying exceptional experiences.
Usually, employers seek to satisfy their
employees’ needs of self-actualization by
providing them with education assistance
programs to study, the chance to attend
international conferences, paid leave periods
for development purposes, and opportunities
to share in charitable events either by
donations or actual participation and
coordination.

Since the hierarchy of needs is considered
tobeone of the most important and extensively
applied theories of needs, managers and
organizations often use these five needs categories
to create benefit packages to motivate their
employees and accordingly increase their
satisfaction levels and retain them in the
organization. Managers should bearin mind that
people aredifferent and they will fall into different
categories of the needs hierarchy. Thus, motivating
them will need different benefit and incentive
schemes. These theories only work when applied
to particular employees with sensitivity and on

anindividual basis.

The ERG Theory

This is considered a more easily applicable

version of the hierarchy of needs. The ‘E’ stands
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for ‘Existence’, the ‘R’ stands for ‘Relatedness’
and the ‘G’ stands for ‘Growth’. The theory
was formulated to deal with the limitations
in the hierarchy of needs theory, especially the
concept thatit includes progression from the
bottom of the pyramid upwards. The ERG
theory groups human needs into three
categories as follows:

1. Existence Needs: These include the most
needed human desires and incorporates all
the physiological needs such as the need for
food, drink, clothing, etc. as well as physical
safety needs. Salaries and benefits provided
by institutions can also be a motivatorin the
existence area.

2. Relatedness Needs: These include people’s
needs to maintain significant interpersonal
relationships with others through sharing
mutual feelings, beliefs and thoughts. Thus,
relatedness needs can mainly be satisfied with
mutuality and opportunities to work with
others.

3. Growth Needs: These include personal
development, creativity, innovation, self-
fulfillment and productivity. In this category,
apersonrelates him/herself to high quality
and meaningful work that would not only
add value to the person but to his/her
environment as well.

The ERG theory does notimply a fixed order
of needs (like the assumption behind the hierarchy
of needs). In other words, based on the person
and the situation, the priority of a certain need
can change. Thus, thereis no strict progression
from Existence to Relatedness and finally to
Growth. People can be motivated by more than
one needin different degrees at the same time.
With the hierarchy of needs, due toan unsatisfied
higherneed, a person can be frustrated and get
back to pursue alower need. With the ERG theory,

the importance of any one need compared with

the others can fluctuate whilst coexisting with
the others.

The Equity Theory

The equity theory is mainly concerned with

employees’ judgment of their status and rewards

when compared to others in the same
organization. When they sense inequality in the
distribution of resources, this might motivate
employees to take actions torestore such equity.

The components of the equity theory include

inputs, outcomes, the status of referent others,

equity evaluations and reactions to inequality
as illustrated below:

* Inputs refer to the efforts exerted by
employees ina certain situation or invested
in a certain job.

* Outcomesindicate what employeesreceive
in return for their inputs, such as rewards.

* Referent others are those with whom
employees compare themselves.

* Equity evaluations are the comparison
processes that employees perform.

* Reactions to inequity refer to employees’
actions, behaviors or attitudes in protest of
inequity or to reinforce equity.

The equity theory can be one of the most
important theories used to analyze staff
motivation. It can be found in many research
studies and educational management books.
However, some limitations of the theory were
identified such as the fact that it does not
necessarily identify specific behaviors of
employees who react to inequity—we can only
guess. Furthermore, it addresses only one type
of equity—that is mainly related to those who
direct their efforts to get most rewarded. In
doing so, theyignore other equity perspectives
such as considering staff social status within
the hierarchy within a certain organization.

Despite all of this criticism, the equity theory
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is stillused by many researchers to analyze job-

related behaviors.

The Three Needs Theory
It is widely believed that people are mainly
motivated by at least one of three needs: need
for power, need for affiliation and need for
achievement. Such needs are not satisfied
progressively on a hierarchal basis; however, an
employee might have the three needs at the same
time, with one more influential need than the
other two. It canbe essential for effective managers
to be able to identify the needs of their
subordinates to be able to address them
appropriately. Sometimes, the employees
themselves are unsure of which of their needs
predominate—they might think they need
achievement, but really they need power, etc.
Employees who are motivated by power, when
given control and the authority tomanage others,
can perform well. Those who are motivated by
affiliation need to be appreciated and always feel
accepted to perform well. Employees who are
motivated by the achievement need try to avoid
failure and will always perform better in the case

of opportunities which turn out to be successful.

The Job Characteristics Model

Some scholarsfeel thatlevels of motivation can
be related to the jobitself and the impact it has
on the job-holder or employee. Which
characteristics of jobs might encourage a high
level of internal work motivation? The job
characteristics model has five ‘core’ job
characteristics, namely, skill variety, task identity,
task significance, autonomy and job-based
feedback. When such characteristics are present
inajob, three ‘psychological states’ can eventually
lead to enhancing employees’ internal motivation
for a certain job, increase their satisfaction for
work outcomes and encourage interestin gaining

direct knowledge of the jobs’ outcome.

The components of the job characteristics
model can be defined as follows:

¢ Skill Variety: This refers to the range of
competencies, skills and activities that are
needed to perform a certain job. Jobs that
would need variant skills such as problem-
solving and communication challenges would
be moreinteresting than those monotonous
jobs with no required innovation from the
employee.

¢ Task Identity: This refers to the degree to
which the employee isrequired todo a certain
jobasawhole, from startto finish. Taskidentity
implies that employees who are able to finish
the job they started will be more satisfied
than thosewho dopart ofitand arenotable
to see or share in the outcome.

¢ TaskSignificance: Thisindicatestheimportance,
influence and impact of a certain job on other
colleagues, departments, the whole
organization or even the external
environment. Task significance suggests that
if employeesfeel that their job is meaningful
and addingvalue to their internal or external
environment, theywill be more satisfied than
those who do not see the value of theirjob’s
outcome.

* Autonomy: This represents the degree of
personal freedom, individual choice and
judgment a certain job allows employees, who
can decide upon the required procedures and
decisions to perform a certain task. This
characteristic suggests that autonomous
employees will be more satisfied than those
who are directed to do a job without
opportunities for their own inputs.

* Job-Based Feedback: This measures the
feedback on his/her performance that an
employee might gain while performing the
required job. This characteristic suggests that

those who are aware of their performance
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strengths and weaknesses will be able to better
develop and be more effective than those
who are not aware of their performance. It
can alsorelate to the perceived interest of a
manager in an employee’s performance.
Skill variety, task identity and task significance
asjob core characteristics willlead toa physiological
state of experiencing work meaningfulness.
Autonomy will lead to a physiological state of
employees’ experience of responsibility and
accountability for the outcomes of their work.
Lastly, the core characteristic of job-based
feedbackwill cause a physiological state of wanting
to know the outcome of the work results. With

these three physiological states, in most cases,

employees willbe internally motivated todo their
job, will enjoy greater internal and external
satisfaction and will show better work
performance. This model is based on relating
employees’ motivation, satisfaction and
performance totheirindividual job characteristics.
It can be used for setting up, developing and
implementing any change in the design of work
tasks and jobs.

So, the cost of employee loyalty involves
thinking and effort on the manager’s part, these
theories are here to help. They were all learned
at business school, but in most cases then

forgotten.=
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Cost of Employee Loyalty'

Employeeloyalty is still the Holy Grail for employee performance, and gaining and keeping
loyal employees is increasingly recognized as the key to business growth. So what does it
all mean and how can we achieve it?

Alex Bennet and David Bennet: We're fullyin agreement with the first part of the first sentence,
indeed employeeloyalty is still the Holy Grail for employee performance. That said, let’s first ensure
a common understanding of the word ‘loyalty’. Building on the multiple definitions in the Oxford
English Dictionary (5 Ed.), loyalty would be the condition of being faithful, steadfast in allegiance
and/or true to obligations. In the case of an employee for an organization, loyalty would begin
with meeting the commitment made in the written or verbal employment contract. But it infers
more, becoming entangled with trust, respect, equitability, interdependence and expectations,
and carrying with it an affective element (emotions and feelings).

Then let’slook at WHO or WHAT produces that loyalty. While it is quite possible for a leader
to inspire loyalty—at least for a while—in today’s interconnected global world it is far more likely
that sustained loyalty is to anidea rather than an individual. Have no doubt, today it is more about
the WHAT than the WHO. People get excited by the field of possibilities offered by a new idea.

Finally, let’s think closely about the second part of the first sentence (the part after the ‘and’).
Is gaining and keeping loyal employees increasingly recognized as the key to business growth? We
think not. The global work environment is moving beyond competition to embrace collaboration.
You ask: “What about survival of the fittest?”* Darwin back pedaled in his second book, The Descent
of Man, where he conduded from his observations: “Those communitieswhich included the greatest
number of the most sympathetic members would flourish best and rear the greatest number of
offspring.” Indeed, we see unity and cooperation over and over again in nature. But what does this
have to do with loyalty?

We live in a new world that requires new frames of reference and new ways of being and acting.
We call this world CUCA, that is, an increasing rate of Change, creeping Uncertainty, exploding
Complexity, and ubiquitous Anxiety. In a CUCA world it is critical that we perceive our organizations
with permeable and porous boundaries, and act accordingly. Employee loyalty does not necessarily
mean staying within the bounds of a single organization! Employee loyalty offers the opportunity
for future working relationships.

Alearning, contributing and happy employee is an asset while with a company and can be an
asset when leaving to embrace a larger or different opportunity. We no longer need to confine
ourselves and our organizations to traditional bounded and controlled systems; rather we now
create permeable and porous boundaries through which to interact with our external environment.

Welivein a quantum field filled with possibilities and potentialities. For example, the rate of change

T The interview was conducted by Ivaturi Murali Krishna, Research Associate, IUP Publications.

* The reference is to Darwin’s harsh statements appearing in On the Origin of Species.




of technology, communicating via the Internet and the speed and intensity of that communication
and actions continuously create new opportunities and possibilities. Look at Facebook and the
insights provided by Big Data. These clearly demonstrate the opportunities that go beyond each
and every organization.

While an employee wholeaves an organization can certainly cause harm by carrying new ideas
and ways of marketing to a competitor, on the otherhand, a happy and well-treated and rewarded
former employee can help build the company’s reputation in their field of product offering, potentially
opening the door to partnering and teaming relationships. This also offers a very real opportunity
for sodial networking and building knowledge communities across organizations. When an employee
leaves an organization this does not need to mean that employee is disloyal; nor does it automatically
negate the relationship that has been built over a number of years. Let’s break our 20" century

paradigms and embrace the new meaning of loyalty that is emerging.

Chris P Long: Thefirst thing to understand is that traditional notions suggest thatloyalty generally
becomes salient when employees are dissatisfied with their organization. Their loyalty is shown in
that, though they are dissatisfied, they are willing to give their managers ‘the benefit of the doubt,
and remain in their organizations bolstered by the hopes that conditions may change. Because all
organizations go through tough times, this form of employee loyalty is important to cultivate
andisanice base towork from (i.e., whenyou have it). However, this more passive form of employee
loyalty is not what produces high-performing organizations and is not what organizations should
be focused on cultivating.

To push past this more passive state, it is important for managers to engender a more active
sense of loyalty among their people. The recommendation hereis for managers to first think hard
about what your employees are loyal to and assess whether this is actually the type of loyalty you
are trying to promote. In my experience, the most successful organizations are able to encourage
employee loyalty to a positive assessment of what the organization ‘is’ as well as a vision of what
their organization ‘could be’ and where their organization ‘is heading’.

When employees possess this, they are not placidly focused on protecting their current situation
but are instead willing to work, strive and sacrifice for the possibilities they see in the future. They
remain committed to maintaininga positive course while, at the same time, challenging the organization
in a positive way to realize its potential. They remain undeterred by inevitable problems that
occur along the way because they are focused on helping the organizationachieve its desired, higher

performance state.

“Loss of employee loyalty is abig hidden cost of business”. Your comments?

Alex Bennet and David Bennet: Absolutely it is, whether an employee is still on the payroll or
has left for a better job! But it’s not the loss of loyalty that causes the cost, rather the reasons
behind that loss of loyalty, which will continue costing the organization as yet another employee
comes and goes. We must ask hard questions of ourselves: Why? Perhaps there is a loss of trust.
Why? Perhaps the rewards were not consistent with the effort. Why? Perhaps there were relationship
conflicts. Why? Thereis an old management adage that says “when somethingis wronglook first

atyourself.”
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Development, and Liberal Arts.

Chris P Long: The inability of managers to engender a sense of active loyalty among their employees
is a common and very important problem in organizations. When employees are not loyal they
less actively work towards organizational goals and are much more willing to leave organizations.
These both constitute huge costs for organizations. Firms that are not generating a sense of loyalty
are losing important production efforts from valuable people. Employees who are not actively
loyal to a particular course of action are less committed to helping the organization achieve is

critical objectives.
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What are the factors that directly and indirectly influence employee loyalty?

Alex Bennet and David Bennet: While we have addressed trust above, that trust is built on a
foundation that includes: alignment of values, idea resonance, fair treatment, contribution, and
mutual respect. Trust to an employee means that the company can be relied upon to be fair,
stand with its employees when the going gets rough, apologize for its (the company’s) errors and

be fair to all its employees.

Chris P Long: Managers need toidentify the conditions that foster employee loyalty. I think that
the first thing to understand is that people will tend to be more loyal to entities (managers, co-
workers, visions, firms) whom they trust. To build that trust, managers need to generate a high
level of confidence that they will act in their best interests and take care of their employees even
during the tough times. To create this sense of trust, managers must be willing and able to take
the time to investigate and understand their employees’ interests and expectations, then make
conscious, and often visible efforts to satisfy those expectations.

I always tell executives that employees want two primary things. First, they want to know
(with a high level of clarity) what “game is being played” in their organizations. Second, they want
to know that “this game will be played predictably and fairly.” Managers use controls to set up the
game thatis being played. Here, employees want their work to be directed with clear standards in
asystem that makes some sense to them. In essence, employees want to be motivated to perform
and rewarded for things that they believe will generate positive outcomes for themselves and
their chosen organizations.

Managers who generate employee loyalty put forth efforts to maintain these systems while
also providing their employees with a sense that they are important contributors. In other
words, managers want to take actions that bolster their employees’ perceived status and general

sense that they are valued employees. They do this by working hard to earn their employees’
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trust while, at the same time, making sure that employees are being treated consistently and
fairly.

This sounds simple but requires both a clear understanding of (i.e., often dynamic) employee
expectations and a willingness to constantly monitor strategic environments to ensure that the
control systems make sense to employees. Is it possible to do this? Yes. But this is difficult to do
well. Thisis why firms are willing to pay a premium for effective managers. These individuals have
developed unusual abilities to understand their operational environments in ways that allow them
to establish and adapt the “rules of the game” so that they make sense and allow their employees

to willingly commit to high performance.

Do you think that the interaction between different types of employees influences firm
culture and performance?
AlexBennet and David Bennet: How can it not? We are social creatures. Studies in social neuroscience
have affirmed that over the course of evolution, physical mechanisms have developed in our brains
to enable us to learn through social interactions, enabling us to get the knowledge needed for
survival. People are in continuous two-way interaction with those around them, and the brain is
continuously changing in response. Culture is the way work is done and is based on the historic
interactions among and between management and employees.

The performance of an organization on a given day is the direct result of the actions taken by
every employee that day, and every decision driving those actions is based on knowledge (the capacity
to take effective action). Given a nurturing and supportive environment, knowledge creation and

sharing among different types of employees can lead to amazing creativity and innovation.

Chris P Long: Theinteractions between employees within a firm comprise fundamental elements
of organizational culture and performance. The dynamics thatThave spent most my career researching,
isfocused on the manager-employee relationship. Thisis crucial for the reasons that I have stated
above.

Equally if not more important, however, are the relationships that individuals maintain with
co-workers. Depending on how they develop, these relationships will compromise or enhance the
culture. To produce loyal employees, organizations need to cultivate work environments where
co-workers enjoy each other, where they feel like they are working with like-minded people who
are striving towards a clear set of common objectives. In addition, when employees see co-workers
that they compare themselves to being treated in ways that are consistent with their own treatment,

this helps to reinforce the systemic sense of consistency and coherence that employees feel.

What effect do human resource practices have on employee commitment?

Alex Bennet and David Bennet: Now you have shifted your terminology, asking about commitment
rather than loyalty. Let’s understand the difference. Loyalty was defined in my response to the
first question. Recall that loyalty is entangled with trust, respect, equitability, interdependence
and expectations, and carries an affective element in terms of emotions and feelings. Commitment
is an engagement or obligation, and while it includes an element of entrusting toward a course of
action, it does not infer an affective element. Thus, human resource practices in relationship to

employee commitment can belooked at from alogical viewpoint. Are the practices fairand equitable?

30 EFFECTIVE EXECUTIVE @ Vol. XVII, No. 4, 2014




Do the practices offer educational and learning experiences consistent with employee needs and
desires? Is the payroll system understood and perceived as fair by employees? Are there feedback
loops in place such that employees feel supported and their accomplishments and contributions

to the company are recognized by both management and other employees?

Chris P Long: Effective HR practices are essential to fostering employee loyalty and commitment.
Because “what gets measured gets done,” this systemis where the “rules of the game” are established.
So formal HR policies and procedures that are effective are essential to generating employee
loyalty.

HR officers in organizations need to also develop an understanding of how informal practices
that comprise the organization’s culture also influence employee loyalty. For example, because
employees often attribute the good and bad things that happen to them in the organization to
their managers, managers need to be appraised on these issues and engaged in adjusting them if
necessary. To the extent that HR practices assist managers in fulfilling promises and addressing
employee needs, they can help managers create trust. To the extent that HR practices can assist
managers in facilitating accurate, consistent, and fair work practices they can help to foster a high

level of organizational coherence.

Employees increasingly expect to get more out of their jobs and are willing to walk away
from an employer if they feel undervalued or unfulfilled. Trying to keep every employee
happy costs a firm a fortune. How to do the balancing act of achieving both employee
loyalty and good profits?

Alex Bennet and David Bennet: This is a corporate challenge that must be met by a clear and
accurate evaluation of the workforce’s contribution to company success versus management’s contribution.
It begins with good communication and a clear understanding of expectations from both frames
of reference. Often employees do not know how or why their work contributes tolong-term company
growth and profitability. This frequently occurs when management neglects bringing the workforce
into the purpose and objectives of the organization (which include profitability, and also workforce
learning, esteem, morale and training). Atalllevels of the organization, employees must be recognized

as significant contributors to organizational success as they are.

Chris P Long: [ actually disagree with the idea that generating employee loyalty and commitment
necessarily “costs a fortune.” The types of things that generate a strong sense of employee loyalty
are not expensive in time, resources or money. They are essentially good management practices
that all managers should be adopting. They just feel expensive because managers are unaware of
how to take the first step to generate the types of conversations and practices that are required
to engender employee loyalty and commitment.

What is needed for managers is to do two things. First, managers need to take a hard look at
the systems they are maintaining and the relationships they are developing. The first step in this
process is to talk to their employees to attempt to identify the consistencies and inconsistencies
that employees are seeing in the systems that are directing their work. Because organizations
exist in dynamic, strategic and operational environments, managers should commit to ongoing

conversations.
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Second, managers should use the information generated through these conversations to adjust
their systems and the types of relationships that they are developing with their employees. As
changes are being made, managers should be as transparent as possible about the changes they are

making as they make sure and involve employees in the development of effective employment practices.

In a world of lucrative job opportunities, firms are increasingly finding it difficult to
retain employees. What can the firms do to stem this?

Alex Bennet and David Bennet: We are thinking of employees as nouns, things that we want to
retain. People are verbs, continuously learning and expanding, recreating knowledge (the capacity
to take effective action) for the moment at hand. Let’s dig deeper into that statement. The human
brain is an associative patterner. That means that all the information comingin from the environment
isassociated (or complexed) with all the information thathas been stored (experienced and learned)
as patterns (neurons and neuronal firings) within the mind/brain. In this context, the brain is the
physical matter and the mind is the patterns produced by the firings and connections.

Every second of every day we are making decisions and taking actions, ranging from a single
step forward or backward (or not, since no step forward or backward is also a decision and action)
to a strategic approach to enter a new market. In every decision, we are creating
(re-creating) knowledge for the instant athand. All knowledge is context-sensitive and situation-dependent.

We cannot stand still for long and remain healthy. For example, the heart that beats regularly
wears out quickly! Thus, people are changing every moment of their lives as they embrace the
opportunities and challenges that are part of living, moving on to new opportunities and challenges
as they present themselves. It is ironic that the very people you would like most to stay with the
firm are the very ones that require continuous stimulus to do so! Along with a stream of new
opportunitiesand challenges, that stimulus includes recognition, rewards, relationships and subtle
products such as meaningful jobs and the gift of leisure time (e.g., a meditation break during work
hours).?

Chris P Long: Theresearchisvery clear on this. Interesting work, empowering managers, generative
and healthy co-worker relationships, and opportunities for personal growth are more central to
producing employee loyalty than pay or promotions. Of course thereisalimit, and huge discrepancies
in pay or opportunities will often trump even the best work environments. However, managers
who focus on building employee loyalty through good management practices can often retain
valued employees in the wake of more lucrative job offers.

What kind of loyalty program can companies implement to motivate people to stay in
the company? How to design such an employee loyalty program?

Alex Bennet and David Bennet: Employees want to see themselves as part of the company, and
they want to be proud of their own work and that of the company, recognized and rewarded, and
contributing and learning. These are the kind of people who make the company successful, and are
almost always the individuals who indirectly influence the profit margins.

If an employee does not want to stay in a company, this is not an employee you want in the

company! If a company is focused on ‘loyalty’ and keeping people in the company, they are focused

2 See A Goswami (2014), Quantum Creativity: Think Quantum, Be Creative, Hay House, New York.
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in the wrong direction! Rather, focus on building and supporting the kind of company that draws
people towardit; the kind of company to which people want to contribute. This would bea sustainable
company, not a maintainable one. Sustainable includes the continuous element of change and
growth. Asananalogy, think about sustaining a forest. This means clearing away trees or undergrowth
which is rotting and ensuring the opportunity for new growth in an older forest. As the environment
shifts and changes, so too must the organization shift and change, changing the way we think and
feel about ourselves and each other and embracing both the challenges and opportunities in a

connected world.

Chris P Long: Thekey thing for managers to understand is what their employees value. Exceptional
managers are able to identify and enact synergies between organizational goals
and employees’ aspirations. That is the most important.

Again, thisis about creating a sense of coherence through clear objectives, trustworthy actions,
and fair gameplay. The best way to generate employee loyalty is by identifying and
then trying to deliver on employees’ expectations. Employees are generally going to stay in work

environments that enable them to achieve their aspirations.

Anything that you want to add...

Alex Bennet and David Bennet: Every individual and every organization has a perspective of
howmanagement and others in the workforce perceive themasindividuals and theirjobs. Employees
who want to go because they feel they are unrecognized fall into two categories:
(1) they may be worthy, but not recognized by the company, or (2) frequently they are people
who think more of themselves than what they are actually contributing to the company. This
difference is significant and vital in that it must be recognized by management.

Chris P Long: Thanks for the opportunity! =
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Costs of Employee Loyalty and Disloyalty:
Benefits of Organizational Values
Supporting Work-Personal Life Balance
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The paper examines the association of perceptions of organizational values
supporting work-personal life balance and imbalance, with a number of work-
satisfaction, extra-work activities, and psychological wellbeing indicators in a sample
of managers and professionals. The results reveal that both balance and imbalance
organizational values had significant relationship with two important variables:
passion and absorption. Managers indicating higher imbalance and balance
organizational values reported higher levels of both passion and absorption. It should
be noted however that more negative work motivation of addiction was predicted only
by imbalance values, and the other two work engagement scales, vigor and dedication,
were predicted only by organizational balance values. It seems clear that

organizations possessing values more supportive of work-personal life integration

and balance values are likely to reap benefits.

here are obvious costs to organizations

of both employee disloyalty and

employee loyalty. Employee disloyalty
isexhibited in negative commentsand attitudes
about one’s colleagues and one’s organization,
low quantity and quality of job performance,
and high levels of withdrawal behaviors such as
absenteeism, tardiness and turnover. Employee
loyalty is reflected in positive attitudes and
comments about one’s organization, “good
soldier” behaviors such as helping others and

“going the extra mile” for one’s employer, high

levels of job performance, and both caring and
investing in making one’s organization better.

The costs of employee disloyalty are obvious
and reflected in the negative attitudes and
behaviors mentioned above. The costs of employee
loyalty are less evident however and reside in
efforts by managers and their workplaces tobetter
meet the needs of their workforces. These costs
are embedded in organizational investments in
sound human resource management policies and
practices thatincrease the satisfaction and health

of its employees. Ahealthy and loyal workforce
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is likely associated with a healthy, effective and
successful organization. Thus, loyalty and disloyalty
are concepts that are assessed based on more
tangible employee attitudes and behaviors.

We show, using results of a recent survey of
professionals and managers, how effortsto address
work-family demands and work-familybalance
showupinhighlevels of employeeloyalty—loyalty
reflected in a range of positive work and
organizational experiences and employee
wellbeing.

There is some evidence that menand women
in some countries are now working more hours
(Leeetal.,2007). Men and women, particularly
those in the managerial and professional jobs,
worklong hours for a variety of reasons. These
include:loving their jobs, for rewards and perks,
work addiction, a need for income, feelings of
job insecurity, and ‘expectations’—subtle and
not so subtle—from one’s colleagues and from
one’s employing organization. Managers work
long hours either by choice or by ‘coercion’.

Technology isalso available to support one’s
working from anywhere at anytime. In addition,
more individuals are living ina 24/7 society. The
globalization of business across different time
zones sometimes requires being ‘on call’ much
of the day and night.

Long work hours has been associated with
anumber of negative consequences such as fatigue,
burnout, workplace errors, workplace accidents,
psychologicaldistress, physical health difficulties,
and work-family conflict.

Interestingly, an increasing number of
managers and professionals have become
dissatisfied with the number of hours they work
and prefer to work fewer hours (see Hewlett
and Luce, 2006). So the question of why managers
and professionals work long hours becomes an
important one. That individuals would like to

work fewer hours but for various reasons have

been unable to do so, again raises the question
of why they work these hours and why has it
been so difficult to reduce hoursworked. Either
managers and professionals who state they would
like to work fewer hours are not serious about
this or their workplace environment makes it
difficult or impossible to reduce the number of

hours they work.

Work Hours and Their Effects

The last decade has seen increasing interest in
work hours and their effects. There is some
evidence that work hoursincreased during this
time in particular occupations (e.g., managers
and professionals) in some countries (e.g., US
and UK), while work hours decreased among blue-
collar workers (Golden, 2006). There isalso some
evidence that long work hours are associated
with negative effects on subjective wellbeing, family
functioning, and workplace errors, accidents and
injuries (van der Hulst, 2003; and Dembeetal.,
2005).

The effects of longwork hours have notbeen
consistent however. For example, Hewlett and
Luce (2006) found an extremely high level of
job satisfaction among two large samples of
managers and professionals at high organizational
levels working in ‘extreme jobs’, jobs in which
they worked 60 or more hours per week. Some
of these managers indicated a preference for
working fewer hours per week in the future and
some managers were concerned about the
potential effects of these long work hours on
their families and their health. Individuals in
‘extreme jobs’ reported high levels of challenge,
meaning, and rewards, both psychological and
financial, in explaining their high levels of
satisfaction. Brett and Stroh (2003) similarly
reported highlevels of satisfactionamong MBA
graduates of a prestigious US university though
they worked long hours.

Costs of Employee Loyalty and Disloyalty: Benefits of Organizational 35

Values Supporting Work-Personal Life Balance




Organizational Values Supporting
Balance

Burke, in his earlier research, reportsresultsfrom
studies involving psychologists in Australia, MBA
graduates in Canada, and staff working for an
international publicaccounting firm, examining
therelationship of perceived organizational values
supporting balance and imbalance with various
work and wellbeing outcomes. In a study of 283
men having MBA degrees and working in
managerial and professional jobs, for example,
respondents who worked fewer hours, were more
job-satisfied, experienced lower levels of job stress,
and reported higher levels of emotional and
physical wellbeing, indicating organizational values

more supportive of work-personal life integration.

The Present Study

The present study examines the association of

perceptions of organizational values supporting

work-personal life balance and imbalance, with

a number of work-satisfaction, extra-work

activities, and psychological wellbeing indicators

in a sample of managers and professionals.
The following hypotheses were considered:

* Scoreson the balance and imbalance scales
wouldbe significantly and negatively correlated.

* Scores on the imbalance scale would be
significantly higher than scores on thebalance
scale.

* Personal demographics and work situation
characteristicswould berelatively independent
of balance and imbalance scores.

* Managers and professionals reporting
organizational values more supportive of
work-personallife integration would indicate
more positive work outcomes and
psychological health.

* Managers and professionals reporting
organizational values more supportive of

work-personal life imbalance would indicate

more negative work outcomes and

psychological distress.

Procedure

Arandom sample of 850 alumni of a management
program at a major Canadian university, both
Bachelor’s and Master’s degree holders, were
contacted by e-mail and were invited to complete
aquestionnaire thatinduded measures of balance
and imbalance values in their organizations as
well as demographic items and potential
antecedentsand consequences. One hundred and
forty-eight managers and professionals

responded, i.e., a 20% response rate.

Respondents

Here are the demographic characteristics of the
sample. Most were female (64%), almost all
worked full-time (94%), were between 26 and
35yearsofage (58%), mostweremarried (61%),
most had children (60%), an almost equal
percentage had Bachelor’s or Master’s degrees,
worked between 36-40 hours per week (41%),
were in non-management or professional jobs
(47%), had some supervisory duties over others
(50%), earned an income of between $50,000
and $89.999 per year (49%), had relatively short
job and organizational tenures, with42% having
one year or less of job tenure and 40% having 2
years or less of organizational tenure, worked
in organizations of varying sizes, and worked in
several different units of functions, the largest
number of respondents being in human resources.
This sample is best described as a convenience

sample.

Organizational Values

Organizational values supporting work-personal
life balance and work-personal life imbalance were
assessed. Managers and professionalsindicated
the extent towhich balance items were positively
valued in their organization or represented

desirable qualities in managers.
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Demographic and Work Situation
Characteristics

A number of demographics (e.g., age, gender,
level of education, marital and parental status)
and work situation characteristics (e.g.,
supervisory duties, job and organizational tenure)

were measured by single items.

Career and Family Priority

Career priority and family priority were each
measured in terms of each being the most
important thing that happens in the lives of

respondents.

Work Motivations
Two work motivations underlying one’s potential

work investment were examined: Passion and
Addiction.

Work Investments
Two indicators of high work investment were

included: work hours and work intensity.

Work and Wellbeing Outcomes
Awiderange of outcome variables were included
in this study coveringboth work and extra-work
domains. These variables were consistent with
those typically used in the studies of work and
wellbeing more generally.

Three aspects of work engagement were

included.

Work Outcomes

Five work outcomeswere included: job satisfaction,
career satisfaction, job stress and work engagement
which included three aspects (vigor, dedication

and absorption) and intent to quit.

Psychological Wellbeing
Three aspects of psychological wellbeing were
considered: exhaustion, psychosomatic symptoms

and life satisfaction.

Material Affluence and Time Affluence
Respondentsindicated the extent to which they
felt ‘rich’ in terms of both their financial situation

and their feelings of time adequacy.

Use of Recovery Activities

Four recovery activities suggested by Sonnentag
and Fritz (2007) were considered: Detachment,
Relaxation, Mastery and Control.

What Did the Data Show?

This investigation considered the relationship
of organizational values supporting work-personal
life balance and imbalance with a variety of work
attitudesand satisfactions, extra-work experiences
and indicators of psychological health.

There was considerable support for the
hypotheses underlying thisinvestigation. First,
measures of managerial perceptions of
organizational values supporting work-personal
life balance and imbalance were significantly and
negatively correlated. Second, managers reported
higherlevels of imbalance than balance values.
Ingeneral, organizations in which our respondents
worked were weakly supportive of balance values
and indicated slightly higher levels of support
of imbalancevalues. Third, as expected, personal
demographicfactors (e.g., gender, marital status,
and level of education) and work situation
characteristics (e.g., organizational size,
organizational tenure and job tenure) did not
emerge as significant predictors of levels of
Fourth,

organizational values supportive of work-personal

imbalance or balance values.

life integration (balance values) were generally
associated with more favorable outcomes such
aswork engagement, job satisfactionand lower
intent to quit. Finally, organizational values
unsupportive of work-personal life integration
(imbalance values), when high, were associated
with less favorable outcomes (e.g., higher levels
of job, greater exhaustion, stress, less time
affluence).

Imbalance values were also, not surprisingly,
associated with higher work investmentsin the

form of both working longer hours and working
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in more intense jobs, with working more hours
and perceptions of higher levels of work intensity
being moderately and positively correlated in
this and other studies.

Interestingly, both balance and imbalance
organizationalvalues had significant relationship
with two important variables: passion and, one-
work engagement scale, absorption. Managers
indicating higher imbalance and balance
organizational values reported higher levels of
both passion and absorption. It should be noted
however that more negative work motivation
of addiction was predicted only by imbalance
values, and the other two work engagement scales,
vigor and dedication, were predicted only by

organizational balance values.

Implications for Organizations
It seems clear that organizations possessing values
more supportive of work-personal life integration
and balance values are likely to reap benefits.
Buthow can organizations develop and support
such work-personal life values? Many
organizations have developed policies that endorse
these values. However, the available evidence
suggests that the creation of such policies have
had, atbest, inconsistent results (Bailyn, 1994).
Many organizations pay only lip service to their
policies (Hochschild, 1997). Too often, work and
personallife concerns have been pitted against
each other, with most organizations, not
surprisingly, giving priority towork. [t makes more
sense tolink work and personallife in an integrative
way to achieve tangible benefits (Lewis and Lewis,
1996). Whileit isboth challenging and difficult,
satisfying both work and personal life needs
simultaneously is more likely to reach both
objectives.

Anincreasing number of organizations have
undertaken projects to address work-personal

life concerns. These initiatives make an explicit

link between employees’ personal concerns and
business needs with the goal of changing work
practices so that both employees and
organizations gain. Bailyn (1994 and 1997)
describes organizational projects designed to bring
about changes in the work culture and the
organization of work to support work-personal
life integration. These projects showed that
changes in organizational values and practice can
be achieved. Perlow (1997) reported that the
way work got donein organizations and the way
that workis rewarded, lowered both productivity
and the quality of employee lives outside of work.
Organizations need to stop seeing work and
personal life as ‘either/or’ concepts. Instead,
organizations need to better understand how
the way work gets done and is rewarded, and
how their organizational values interfere both
with productivity and employee personallife needs.
Munck (2001) reports on the successful efforts
of a hotel chain to introduce culture and value
changes that brought abouta reductionin hours
worked among staff by making greater use of
technology, eliminating unnecessary meetings,
streamlining paperwork, reducing the time of
overlap between day and evening shifts and
reducing the pressure staff felt of being seen,
of putting in ‘face time’.

There are some organizational costs thenin
increasing employee loyalty. These include
managerial time and effort, some modest financial
resources, and a commitment by senior executives
to support the balance needs of their workforce.
These costs seem small when weighed against
the costs of employee disloyalty. =
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What Is Employee Loyalty?
How to Gain, Retain and Lose It

Bob Murray*

Smaller enterprises that can maintain their workforces and whose leaders are closer,

in economic terms, to their employees will be able to maintain loyalty, assuming that

they are able to run their businesses in a way which fulfills the neurogenetic needs of

their workers. But they themselves are under great competitive pressure, and

although they are collectively the largest sources of employment in the developed

world, this probably cannot last. Overall, the trends visible in society are such that

employee loyalty, like employee engagement, may well be a thing of the past. [he iron
ployee loyalty, like employ gag y well be a thing of the past. The irony

is that at the same time technology is showing us that we do not need the workers we

have, the science of behavioral neurogenetics is showing us how to run our companies

and our firms in such a way as to engender the maximum level of loyalty in our

workforces.

he first thing to realize about employee

loyalty is that the loyalty is probably not

to the employer, but rather to those who
are in the employees’ immediate work circle—
colleagues, supervisors, reports, immediate
managers or even clients and customers (Bidwell
and Fernandez-Mateo, 2010). Only really
exceptional businesses get genuine loyalty to the
organizationitself.

The other thing to note s that, throughout
the world, loyalty to companies or firms is rapidly
declining. MetLife’s 10* annual survey of employee
benefits, trendsand attitudes released in March

puts employee loyalty at a seven-year low. One

in three employees, the survey says, plans toleave
his or her job by the end of the year. According
toa2011 Careerbuilder.com report, 76% of full-
time workers, while not actively looking for a
new job, would leave their current workplace if
the right opportunity came along. Other studies
show that each year, the average company loses
anywhere from 20% to 50% of its employee base
(Knowledge@Wharton, 2012).

Most researchers agree that employee loyalty
isakey elementin overall employee engagement
(Bosscher, 2013)and if this is so why then are
so many organizations’ engagement scores so

high? One issue is that enterprises are often
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blinded by their own engagement surveys. In
our experience, most of them are in no way
accurate and inflate the level of real engagement
in the business which, according to the Gallup
Organization, averages 13% worldwide (Crabtree,
2013).

There are anumber of factors that influence
aperson’s decision to be loyal to the organization
that they work for. Some of these have to do
with the conditions that exist within the enterprise,
others have to dowith the economyand societal
attitudesingeneral and, finally, there are individual
neurogenetic explanations about why individuals
are more or less loyal.

There are also important generational
differences in employee loyalty, but I am going
to omit those from this paper for the sake of
brevity (for further reading on this topic, see
Epstein and Hershatter, 2010).

The Neurogenetics of Loyalty

The neurogenetics of loyalty are ratherlike those
oflove. We have a genetically-based need tolove,
to be loyal to a group. Loyalty involves trust,
belief, pleasure and reward activities within the
brain (i.e., limbic processes). These processes
significantly rely on oxytocin (the bonding and
trust neurochemical), vasopressin (which also
has a powerful influence on social bonding) and
dopamine (the reward neurochemical) (Eschand
Stefano, 2005).

The drive to be loyal is fundamental to us
as group loyalty is one of the key elements that
ensures primate survival. In the wild, neither
humans nor gorillas or monkeys survive long in
isolation. Our protection lies in the mutualloyalty
of the band, the pack or the tribe. Because of
this genetic drive, we naturally look for something
or someone to be loyal to. Welook to the person
or institution to which we are loyal to provide

us with safety, although all of us can beloyal, at

least for a while, to people who do not treat us
very well. In an extreme case, this can be the
employee equivalent of the battered wife syndrome
(Johnson and Indvik, 2001). The loyalty/safety
trade-off is the key to a person’s loyalty to an
employer.

Loyalty, then, is one of our primary genetic
drives and is tied in very closely with our need
for supportive relationships, safety and life
satisfaction. The dopamine reward system ensures
that we are able to get a powerful reward from
relationships. Unlike the transitory reward we
get from a sexual encounter, a supportive
relationship gives us lasting satisfaction and
ensures that we areloath to leaveit, even when
it goes wrong.

Management canattract andretain employee
loyalty, but it can also lose it—just as people can
fallin and out of love. The important thing for
management to realize is that loyalty is not
automatic, and that there are things thatleaders
have to do for their workers in order to attain

and retain loyalty and commitment.

Why Would Anybody Be Loyal to
You?

Trustis obviously the key toloyalty, yet, according
to Professor James Heskett of Harvard University,
in many enterprises, only about 30% of employees
trust their leaders (Heskett, 2012). There are
many reasons why the overall trust that people
placein managementisfast beingreduced. When
we survey organizations to discover the state
of trust in abusiness, we find that there are several
major reasons that contribute to the best
organizations being able to retain the loyalty

of their workforce.

Inclusion in Decision Making
The willingness of management to take employees
into the dedsion-making process concerning things

that affect theirlives. You cannot expect people
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to be loyal to you, or to trust you, if you take
away their sense of autonomy. Those that inspire
the highestlevel staff loyalty, such as Southwest
Airlines, have the greatestlevel of inclusion and
transparency.

Taking employees into the decision-making
process hasbeen part of Southwest’s corporate
culture from the beginning (Urquhart, 2002).
What the airline hasfound, paradoxically it might
seem, is thathaving an employee-centric culture
hasled them tohave the highest level of customer
satisfaction of any airline many years in a row.
An essential part of thatemployee-centric culture
is that employees know that decisions are not
takenwithout consulting them (Sadriand Lees,
2001).

Inahunter-gatherer band (asThave observed
firsthand) decisionsare made by the whole band;
the idea that there is a leader’ who makes the
decisions is quite foreign to them (Turnbull,
1993). Humans still cling to the idea of
egalitarianism, exceptin times of great danger.
The more we feel that we partake in decisions
of the group—or the organization—the more
loyal toit we are. Thislink between decision making
and loyalty goes back a long way, so far it may
well be genetic (Pennisi, 2014).

This is probably why transparent
organizationslike Southwest inspire moreloyalty
and commitment and are more financially
successful than those that are not (Lockwood,
2007).

Fewer Mass Layoffs

Enterprises which have the fewest masslayoffs
attract more employee (and customer) loyalty
(Turnley and Feldman, 1999). Eachlayoff reduces
trust among those who worked closest to the
laid-off worker. If an organization has one or
more mass-layoffs, then not only does the
productivity of the remaining employees goes

down, so do their trust and their loyalty (Cascio,

2002). One of the key elements of trustis what
is called benevolent concern—the sense that a
person is prepared to take arisk on your behalf.
Mass layoffs show that management is not
prepared to take that risk. It is very difficult to
remainloyalunder those conditions (Noer, 2009).

We were called in to work with a large US
insurance company not long ago. They had
recently merged with two other insurance
companies in different states making them a
significant player in the national market. Their
problem was that the merger was not providing
them with the financial return that they had
envisioned, despite achieving a great number of
synergies.

Asaresult of the merger, there were layoffs.
In fact, about 7% of the total workforce was
dismissed. On paper, they should havebeen making
money, but they were not. In fact, they were
rapidly becoming the least profitable company
in the industry and the vultures were circling
round.

We surveyed thelevel of trust and engagement
in the organization and in its leadership. We
conducted a number of in-depth interviews at
all levels of the company, including external
stakeholders such as independent brokers and
customers. What we found was that internally
there was little feeling of safety within the
business, and little or no sense of mutuality of
loyalty between management and staff. There
had been no prior consultation either about the
merger itself or about the resultinglayoffs. The
employees had no reason to promote the
company, to be flexible, or to give any extra time
or effort to the business. In fact, they did little
other than send out resumes, resulting in some
of the brightest and best employees leaving the
corporation.

The Board brought in a new management

team, includinga new CEO. We worked with him
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and the executive extensively over three years
to raise the level of trust and engagement. He
made sure that all staff were made aware and
consulted when layoffs were contemplated. He
got their commitment to him and to his
leadership.

Thehigherlevel of commitment and loyalty
within the company led to vastly improved
customer service. The brokers were more
enthusiastic about selling the company’s insurance
products and overall customerloyalty improved.

In the end, the company was sold to another
major national insurer, but for billions more than
it would have been just a few years earlier. A

little loyalty goes along way.

Be ‘Lean’

Being constantly asked to increase productivity
with fewer resources, while at the same time,
witnessing no reduction in the perks and
privileges—not to mention remuneration—of
senior management, resultsinaloss of trustand
loyalty on the part of employees.

So many employees complain about being
asked to do more with less. Studies have shown
that it is one of the main causes of staff
dissatisfaction, a sense of unfairness and thus
disloyalty (Kerr and Pauwels, 2014).Butit does
not have to be thatway. Backin the 1980s, Toyota
developed a philosophy of what was later to be
called ‘lean’. It was a way of identifying and
eliminating waste and in particular, wasteful
processes (Roos et al., 1991).

It is manifestly unfair to ask people to do
more work with less if it becomes obvious that
the work they are being asked to do is
unnecessary. Yet somuch of it is. We were working
with alarge Australian construction company
afewyearsback, and one of the things we were
told over and over again by their Senior Managers
was that they were being asked to produce a

whole panoply of reports, many of which were

never read. What is more there were strict
deadlines as to when these reports had to be
in and penalties for late delivery. Much of the
time that they could have spent on more really
value-added work was wasted. This is the very
opposite of ‘lean’.

We have also seen this waste in healthcare.
In hospitals where we have worked, we have seen
duplication and inattention to obvious causes
of time waste—having medicines too far away
from patients, duplication of services, undue
distances from place to place and so forth. All
of these situations cause complaints, lead to
unnecessary ‘work’ and sometimes, an
unfortunate lack of patience with patients. Many
othershave seen, and commented on, the same
structural and process waste (Jimmerson et al.,
2005).

Lean has got a bad rap in some quarters
because many enterprises have used it as a way
to justify staff reductions, but the original
philosophy is quite the opposite. Toyota saw
it as a means of empowering employees and
making sure that they could see the value in
their work. In the case of Toyota, it led to fewer
layoffs rather than more and to more loyalty

and engagement (Bhasin and Burche, 2006).

Fewer Changes
Humanbeingsdo notlike change. It goes through
the same neural processors as physical pain
(Keimpemaetal., 2014). Management often gets
excited by new strategic or other initiatives. They
fire up their employees and then, more often than
not, they lose interest when other imperatives
take their attention. In the end, employees get
‘change fatigue’ and shrug their shoulders with
a “this, too, will pass” attitude. At this point, loyalty
to, and engagement with, the business is lost.
An example of this change, fatigue comes from
a major Australian bank that we worked with.

We were asked to facilitate the introduction of
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anewrisk management system throughout the
bank. We began our work, perhaps naturally, with
the riskmanagement department. There we found
awall of complacency, distrust and downright
opposition toanything coming from management.

On closer examination, we found that there
had been five major new risk management
initiatives launched in thelast three years. Each
one was brought in with considerable fanfare
and each one was forgotten by a management
which always seemed to find something new to
get caught up in. Though the staff was willing
to go through the motions, we realized that this
latest initiative was also doomed to failure. The
risk department employees’ attitude—from top
tobottom—was completely different to the last
time we worked with this group, when the bank
was under a different CEO. The lack of loyalty
to the company was now manifest.

One of the problems with most change
initiatives is that they are usually, as with this
one, handed down from the top with little
consultation with those whose job it is to make
the changes happen (Gill, 2002).Of course, there
is often a reason to change an initiative or to
institute a new one. The problem comes when
thereistoo much change and toolittle explanation
for the need for the change. If, at the same time,
management takesits eye off the initiative ball,
then people are bound to become demoralized.
Trust in and loyalty to the organization and its
leadership vanish.

Collectively, all these actions thatleadersand
management can take help to foster a sense of
employee safety, and it is that, as | mentioned
earlier, which is the neurogenetickey to employee

loyalty within an organization.

Is Loyalty Dying?
The dearth of loyalty within enterprises, however,
is not always just the fault of individual

managements. There are changes going on in

society at large—all industrialized societies—
which areleading to the savage fall-off in overall
corporate loyalty. It seems to me that there are
two key elements to this: the rising fear of job
loss andincreasing inequality between rich and
poor (and with it the disappearance of the middle
class in many nations). All of these are leading
to a pervasive feeling of resentment andlack of
loyalty to the ‘system’ as such, and employers
are seen as part of that system (Roseria, 2009).

I do not think it is possible for a business
whose CEO is earning $7 or $10+ mn per year,
plus unimaginable finandial and other perks, to
reallybe certain that its employees, some of whom
are earning a small fraction of that, will beloyal.
Most research shows that the CEO doesnot really
care. Itis called ‘willful blindness’ and it affects
most people in high or powerful positions
(Hefferman, 2012). There is a profound
resentment growing against the vast inequality
between those who make really obscene amounts
of money and those who are seeing their real
wages deteriorating (Wade, 2011). The group
loyalty of a band, a pack or a company, is built
onmutualunderstanding of each other’s physical
and emotional needs and the provision of joint
safety. Employeesno longer see theirbosses, or
even their supervisors, as part of their support
network.

The employees of a particular enterprise may
notinitially see theirboss as one of the obscene
earners, but every day they are bombarded by
media stories about how much corporateleaders
are making and after a while, their own CEO will
be seen in that light and the social resentment
will color their view. Their loyalty to their own
workplace will vanish.

Large and even medium-sized enterprises
throughout the world are engaged in what I call
a “race to the bottom”. They are determined

torun their firmsand companies using the fewest
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possible number of people, while at the same
time, capturing the largest market share. The
folly of this is obvious to everyone except them.
The managements of these firms are fixated on
the short-term goal of maintaining and increasing
profitability and shareholder return which in turn
dictate their own total remuneration.

The Canadian regional head of a large
residential construction company described this
issue neatly. “I was told that I had to get rid of
25% of our workforce in Ontario,” he said. “I replied
‘Sure, but who'’s going to buy our houses?”

Mostrecentresearch hasindicated that the
worldis racing towards an unemployment rate
of between 65-75% as most of what we callwork
ismechanized, digitized and robotized (Kirkland,
2014). Perhaps the majority of workers realize
that theirjobsare, atbest, temporary and sooner
or later they will be made redundant. In this
situation, thereis not enough societal safety for
employeeloyalty tobe established or maintained.

Smaller enterprises who can maintain their
workforces and whose leaders are closer, in
economic terms, to their employees will be able
to maintain loyalty, assuming that they areable
to run their businesses in away which fulfills the
neurogenetic needs of their workers. But they
themselves are under great competitive pressure
and although they are, collectively, the largest
sources of employment in the developed world,
this probably cannot last.

Overall, the trends visible in societyare such
that employeeloyalty, like employee engagement,
maywell be a thing of the past. The irony s that
at the same time technology is showing us that
we donot need the workers we have, the science
of behavioral neurogenetics is showing us how
to run our companies and our firms in such a
way as to engender the maximum level of loyalty
in our workforces.

This dissonanceis profound.=
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‘Why Us?’ and ‘Why Not Us?’
Determine the Direction and Purposeful Actions for Your
Organization

Dan Coughlin*

Understanding your current business is the starting point for improving the direction
of your business. You have to know where you are now in order to determine how you
can improve it. You will start to see not only what you do well for your desired
customers, but also why your desired customers should probably choose another
alternative for a variety of reasons. You will see what makes you unique, but you will
also see what you do that is not unique at all and where other options are really better
than yours. The more you dig into answering these questions, the more you will see
what you want to keep the same and what you will have to change in order to provide

something that is uniquely valuable to your desired customers that will cause them to

stay with you or come to you.

Replacing “Vision, Strategy

and Tactics” with “Understanding,
Direction, and Actions”

In thispaper, I am going to avoid using the word
strategy.

Itis tough to use aword when it has so many
different meanings. Over the past 20 years, I have
read dozens of books and articles on strategy
and have had dozens of conversations with senior
executives in many different businesses and
industries, from small businesses to medium-
sized businesses to Fortune 100 companies, about

strategy.

Here is the odd thing. These conversations
had very, very little in common. As far as I can
remember I have never heard two people define
strategy the same way or use the same approach
to developing their strategy or use their strategy
in exactly the same way in making decisions.

Instead of saying vision, strategy and tactics
in this paper, lam going to use these three words:
understanding, direction, and actions. Here are
the steps in this approach:

* Understand the customers youwant to serve
and how you are or are not adding value to

them right now.
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* (larify the direction youwant to goin terms
of the specific value you will deliver to your
desired customers and the values you will
demonstrate in that delivery.

* Refine your direction by clarifying what
you will do in terms of connecting your
organization’s activities to each other and
to the value you want to deliver to
customers.

* Establish theeffortsyouwill take to strengthen
your brand in this customer value area.

* Determine howyouwillinnovate inways that
fit with your desired direction over thelong
term and do so in a way that allows you to
increase your prices and/or decrease your
costs.

* Planpurposeful actions for the next 100 days
that support the creation and delivery of that
specific value for your customers.
Iamgoing toask you to answer six questions.

Here are the questions, and then I will go through

each one of them in more depth.

Understanding
1. Why us and why not us? (Understanding)

Direction

2. Who are our desired customers and what
value do they really want or need to receive
that we are capable of delivering in a unique
way? (Clarification)

3. Whatactivities will we do in our business to
deliver that specific value to customers and
how do these activities connect to each other?
(Connections)

4. How will we reinforce in the minds of our
customers that they receive this particular
value from us, and how will we gain entry
into the minds of our prospective customers
that they can gain this particular value from
us? (Branding)

5. Whatwillwe do toimprove the creation and

delivery of this particular value for our

customers that will allow us to increase our

prices and/or decrease our costs? (Innovation)

Actions

6. Based on what we want to do in the areas
of connections, branding, and innovation,
what specificactions will we commit our time
and resources to actually do this year, and

what will we not do this year? (Planning)

Understand Your Current Business
The process of determining the direction of your

business begins with a single question:

Why Us and Why Not Us?

Ultimately, people choose to buy or not to buy
fromyour organization based on value and values:
the value you deliver toward helping them to
achieve something and the values you
demonstrate in delivering that value.

This question forces you to look at your
business from the perspectives of your current
and potential customers both today and in the
future. Answering it can be both exciting and
very humbling. Do not start by writing what
you want success to look like. Far too many
people write a vision statement of what they
wantinanideal world withoutan understanding
of what their desired customers want in the
real world.

Insteadreally think about your business from
the perspective of your customers and prospective
customers. After you see why they do and do
not buy from you, you will begin to see an area
for your business to operate in. From that you
will begin to formulate what success could look
like in the future.

The Present
HereareafewquestionsIencourage you to discuss
with other leaders in your organization:

“Who buys our products and services? Why
do they buy them?” After you write down what
you hear, ask, “Okay I wrote that down, but why
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else do theybuy our products and services?” Pause
andbe patient. Then write down what they say.
Repeat the question several more times.

In the beginning of your conversation, your
group will probably land on some aspects of your
business that should not change. These are the
value and values which have helped your business
to be successful up to this point. However, at
some point during the discussion, your group
will run out of reasons for why customers choose
your products and services and will start to see
what your organization does that isjust like several
other companies and what it does that is not
asgood as some aspects of your customers’ other
alternatives.

Maybe the other alternatives are more
convenient, more reliable, longer-lasting, more
impactful, easier to workwith, orless expensive
thanyou. Thisis valuable information. You want
to know from your customers’ perspective what
is special about you, what is mediocre, and what
palesin comparison to other organizations they
can buy from to achieve what they want.

To furtheryour understanding of your current
business, ask your group these questions:

“Who would buy our products and services
if they knew more about them?” This question
opens up a greater understanding of your brand.
“Why would they buy them?” Pause, listen, write,
and then ask, “Whyelse would they buy them?”
Repeat several more times. Youwill begin to see
further the strengths and the weaknesses in what
you have to offer.

Then examine the customerswho donot buy
from your organization even though they know
aboutyour products and services. Walk your group
through these questions:

“Why are our desired customers not buying
from us even though they know about us?” Pause,
listen, write, and then ask, “Why else are they

notbuying from us?” Repeat several more times.

This will help you to understand where you can
either execute or innovate more effectively.
Of course, the best sources of answers to these
questions are your customers and prospective
customers. Listen to your customers and your
prospective customers, observe themin action,
and get to know some of them really well. The
mostimportant step in improving the direction
of your business is to understand what your
customers and prospective customers are thinking

and feeling.

The Future

You caneven extend this question into the future
by asking your group of leaders this question,
“If we don’t change what we're doing today, who
will be buying from us five years from now and
why will thatbe happening?” This canbe another
wake-up call question that forces you to think
from the perspective of your customers and
prospects about how you need to execute and
innovate more effectively.

Understanding your current businessis the
starting point for improving the direction of your
business. You have to know where you are now
in order to determine how you can improve it.
You will start to see not only what you do well
for your desired customers, but also why your
desired customers should probably choose another
alternative fora variety of reasons. You will see
what makes you unique, but you will also see
what you do thatis not unique at alland where
other options are really better than yours. The
more you dig into answering these questions,
the more you will see what you want to keep
the same and what you will have to change in
order to provide something that is uniquely
valuable toyour desired customers thatwill cause
them to stay with you or come to you.

The more honest you are in answering these
questions, the more effective your organization’s

planning of purposeful actions will be in the years

‘Why Us?’ and ‘Why Not Us?’
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to come. There are multiple forces atwork toward
keeping the profits of any company as low as
possible. For a great explanation of these, I
encourage you to read chapter two called “The
Five Forces: Competing for Profits” in Joan
Magretta’s book, Understanding Michael Porter.

In order to overcome these forces, it is
tremendously important to understand what
is of great value to certain people that your
organization can deliver, and then to hone and
continually improve the creation and delivery

of that value to those people.

Determine Your Company’s Desired
Direction

This is the crucial moment for moving forward
effectively. You have to decide on the specific value
you want to be known for delivering to certain
customers and the specific values you want guiding
the creation and delivery of that value. This is
just as much about choosing what you do not
want to be known for as it is about choosing
what you do want to be known for.

Any time we talk about direction we have
to start with a question. You donot go onafamily
vacation and head in a direction. You start with
a question, and the question is, “Where do we
want to go and why do we want to go there?”
Once thatis answered, everything else starts to
fall into place and you end up with a sense of
direction. For example, your next questions might
include “What do we want to do?” and “What
do we want to see?”

Clarify the Specific Value Your

Organization Will Create and Deliver
to Your Customers

Regarding your business, the basic question you
want to ask s,

Who are our desired customers and what value
do they really want or need to receive that we are

capable of deliveringin aunique way? (Clarification)

You may not be delivering this type of value
right now, and that is okay. You have to decide
onadirection for your organization, which might

be similar to where you are now or it might be

quite different.

You can clarify the direction of your business
by filling in this blank:

Our desired customers are ____ and they
will buy from usbecause of , ,and

You might have more than three reasons why
they will buy from you, but make sure your
answers are not genericanswers thatany company
inyour field can say. Otherwise, youwill always
be competing on having the lowest price.

You want specific reasons why you stand out
in the crowd of choices that your desired customer
can choose from. Thisis a relatively simple and
incredibly difficult and important step. Until you
know why your desired customers are going to
buy from your organization in both the short
term and the long term, you cannot effectively
determine what activities to connect together,
what brand you want to build, or where you can
innovate. Once youfillin those blanks, you are
ready to move forward as an organizationinan
effective way.

I believe thisis the step where most mistakes
are made. Companies do not really clarify the
specificvalue theywill deliver to certain customers.
When the answer is vague or extremely broad,
the people in the business end up doing alot of
things that do not connect together and do not
create anything special for the customer. I
encourage you to invest sufficient time and
discipline into crafting a very clear and specific
answer to this assignment. It isnot about being
number one in your industry or world-class or
any of the sexy statements that pop up all over
vision statements. It isabout clarifyinga specific
value that you will deliver to a specific type of

customer.
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Strengthen the Connections Both
Between the Activities in Your Business
and with the Value You Want to Deliver
to Customers

Now that you and the members of your group
have clarified the value you want to deliver to
certain types of customers, the next step is to
consider how you are going to accomplish it.

What activities will we doin our business to deliver
that specific value to customers and how do these
activities connect to each other? (Connections)

Take out a sheet of paper and write down
the activities your organization will need to do
in order to create and deliver the specific value
youwant to provide to your desired customers.
Be very deliberate about this. Do not skip over
any of the activities youwill need to do, and do
not include any activities that do not help to
create and deliver this specific customer value,
even if you have done them for years in your
organization.

This question will force you to make some
very hard decisions. You will have to focuson a
few things, which will require you to sacrifice a
wide variety of paths that you could take. This
is not a onetime exercise. This should become
part of your ongoing thought process: which
activities should we stop doing that no longer
support the value we want to be known for
delivering, which activities should we start doing,
and which activities should we continue to do?

After youhave created yourlist of activities
to actually do, look at each of them as a piece in
a jigsaw puzzle. Look at how they connect to
one another. Are there ways that you can improve
the connections between the pieces in order to
create and deliver the specific customer value
with higher quality or in ways that will reduce
your cost of creating and delivering that value?
With higher quality, could you increase your prices?
With lower costs, could you keep the price the

same and increase your profits? Or could you
lower the price, increase volume, and increase
profitability? Ultimately, a business plan should
help your organization generate sustainable
profitable growth.

This work of constantly looking at the
connections between the activities in your business
and the connections between the activities and
the value you want to create and deliver to
customers is very important. If you maintain
discipline, you can keep finding ways to enhance
qualityand increase efficiencyin the creation and
delivery of that value. It might also mean that
youwillneed tolet go of old activities onaregular
basis.

How will we reinforce in the minds of our
customersthat theyreceive this particular value from
us, and how will we gain entry into the minds of
our prospective customers that they can gain this
particular value from us? (Branding)

This question is about branding. Asyou create
and deliver value (execution), youwill also need
to proactively work to strengthen your brand.
Your brand is not something you control because
it exists outside of your business and inside the
minds of your customers and potential customers.
You can make intentional efforts to work toward
strengthening your organization’s brand. This
question connects to your entire business:
operations, people, sales, and marketing. The
more effectively you can communicate to your
customers and prospects the value they receive
orwillreceive from your organization, the better
your chances are of strengthening your brand.

What will we do to improve the creation and
delivery of this particular value for our customers
that will allow us to increase our prices, decrease
our costs, and/or profitably increase the volume of
our sales by lowering our prices? (Innovation)

This question is allabout innovation, and this

question will lead you into customer research,

‘Why Us?’ and ‘Why Not Us?’
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creating prototypes, small-group testing, large-
group testing, and rollout of new or enhanced
products and services. Clarifying the innovations
youwill pursue this year should be part of every
organization’s annual planning process. To make
this step even more challenging, you ultimately
will want to create more appropriate value for
your customers while reducing the cost of creating
and delivering that value. Thisrequires significant
thinking time. If you do this successfully, you will
be able to raise your prices because customers
will be getting more value for theirinvestment,
decrease the cost of running your business, or
profitably increase the volume of your sales by

lowering your prices.

Planning Purposeful Actions

The point of planning your actions is to convert
your organization’s direction into areality. This
means executing today the way you want to
execute, building brand recognition that helps
you toretain current customers and attract new
ones, and creating even more appropriate value
for your desired customers in the future through
innovation so that they will continue to stay with
your organization and attract even more new
customers.

Know Your Objectives and How You will
Measure Success

Each of these areas (connections, branding, and
execution) will need clear objectives and time
frames, and you willneed to know how you will
measure success. These are important as you
move throughout the year in order to know
whether or not you are making the type of
progress that you want to make.

Notice that these goals are internally- and
customer-focused, but are not comparing you
directly to any specific competitor. [ encourage
you tofocus on mindshare rather than on market

share. Mindshare focuses on the value customers

thinkin their own mind that theyhave received
from you. Market share focuses on how you
compare to your competitors. However, if you
are creating unique value for your customers,
then how can you compare your performance
to a competitor? Keep your focus on the
relationship between your organization and your
customersrather than on the competition with
another organization. You are not competing
to beat your competitor. You are creating value
for your customer to generate sustainable
profitable growth. This is a very important
distinction.

Commit to Specific Actions

and to Specific Sacrifices

The key here is be very clear about what you
intend to do and what you intend not to do.

Based on what we want to do in the areas of
connections, branding, and innovation, what specific
actions will we commit our time and resources to
actually do this year, and what will we not do this
year? (Planning)

Nowrealityhashithome. You have to commit
to do something, and you cannot do everything,.
This means you have to plan to do some things,
and you also have to plan to stop doing other
things and say no to other possibilities. I suggest
you take out a piece of paper and write down
these three words: connections, branding, and
innovation. Under connections write downa few
bullet points on what your organization will
commit to doing this year to create and deliver
the specific customer value youwant to be known
for delivering. Also, write down what you will
stop doing so you have the time and the energy
to commit to doing what you have committed
to doing. Repeat that process for branding and
innovation.

You now have planned purposeful actions
in the three key areas of your business:

connections, branding, and innovation. Your
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actions were derived from an understanding
of your current business based on why certain
people either buy from you or do not buy from
you. Youwant to generate sustainable profitable
growth. This will only happen when you create
value that really matters to certain people who
have the ability to pay for it, the value you are
offering is more unique than anyone else’s, you
have worked to optimize the connections
between the activities you do to create and
deliver thatvalue, you have consistently focused
on strengthening your brand of delivering this
specific value, and you continually work to
improve the creation and delivery of that

particular customer value.

Five Causes of Organizational
Failure

Despite the best efforts in business planning,
organizations can fail to achieve the progress
theywant. Here are five causes that [ have seen

ruin an organization’s potential success.

Lack of Understanding

They did not do enough homework tounderstand
what the customer really wants or needs, what
other organizationshad to offer, and what they

really were capable of creating and delivering.

Lack of Clarity

They did not land on a clear description of the
specific value they would offer to specific
customers. Consequently, they poured in a lot
of time, money, and energy in aninefficient way.
They never penetrated any specific part of the

marketplace.

Lack of Sacrifice

They never stopped doing anything theyhad been
doing, but they added new activitiesin an attempt
to deliver the specific customer value that they
wanted to be known for. Consequently, they were
never able to give the new activities their full
attention. Again, their time, money, and energy
were dispersed over too many disconnected
activities that were trying to deliver value to
customers in a wide variety of ways. They tried
tobegreat at everything and ended up not being
very good at anything.

Lack of Innovation

They started at a basiclevel in a specific area of
customer value, but they never got better at it
and then other organizations started to pass

them by.

Lack of Patience

They expected success to happen overnight even
though they were trying to deliver a more specific
type of value than they had ever done so in the
past. Sometimes, they gave up on the direction
they chose, and then shot offin another direction,
only to give up on that one as well and go in
another direction. It takes time to get really good
atand tobecome really well-known for delivering
a certain type of value to a certain type of
customer. It is important to keep your costs as
low as possible as you get better and better at
delivering that specific value you have chosen

to deliver to certain types of customers.* =

Reference # 03M-2014-12-07-01

*

Five really good books on strategy: Understanding Michael Porter by Joan Magretta; Elevate by Rich Horwath;

Management by Peter Drucker (specifically chapters nine and ten); Entrepreneurial Leadership by Jim Collins
(specifically chapter three); and Blue Ocean Strategy by Chan Kim and Renee Mauborgne.
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ISRO’s Amazing Accomplishments:
An Analysis

GRK Murty*

Indian Space Research Organization (ISRO)—the primary space agency of
Government of India—was established in 1969 with an objective to develop space
technology and its application to various national tasks. It has operationalized Indian
national satellites to offer communication services and remote sensing satellites to
map natural resources. Simultaneously, it had also developed launch vehicles—Polar
Satellite Launch Vehicle (PSLV) and Geostationary Satellite Launch Vehicle (GSLV)—
for placing the satellites in the orbit. Over the years, ISRO has pocketed several
accomplishments to its credit, including the moon mission, the Space Capsule
Recovery Experiment and the latest Mars Orbiter Mission. No other governmental

institution has credited itself with such an amazing streak of success. An attempt has

been made here to trace the underlying reasons for such high success rate.

ndian space research activities can well be

traced to the early 1920s when S K Mitra,

a scientist from Calcutta, conducted
experiments leading to the sounding of the
ionosphere by application of ground-based radio
methods. By1940s, space research had graduated
into balloon-borne experiments. The real
momentum leading to organized space research
had, of course, emanated from the active research
undertaken by Vikram Sarabhai from Physical
Research Laboratory (PRL), Ahmedabad and
Homi Bhabha from the Tata Institute of
Fundamental Research (TIFR), Bombayin 1945.
Initially, the experiments were centered around
studying cosmic radiation, high altitude and

airborne testing of instruments, deep

underground experimentation in one of the
deepest mining sites in the world, Kolar mines,
studies of the upper atmosphere, etc. It is
however, with the establishment of Department
of Atomic Energy (DAE) with Homi Bhabha as
its founder secretary in 1950 that the formal
funding of space research commenced that
obviously encouraged universities too to study
various aspects of meteorology and earth’s
magnetic field.

Against thisbackdrop, an attempt hasbeen
made here to trace the incredible
accomplishments of ISRO that today stands out
as the most successful scientific institute in the
country and analyze how a government-owned

institute could steer itself through such an
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amazing streak of success, that too, in an ever
challenging environment of space technology
and bring laurels to itself and the nation. The
rest of the paper is organized thus: I - Tracing
the Establishment of ISRO; II - ISRO:
Organizational Setup; III - ISRO’s
Accomplishments; IV - Role of Leadership Behind
ISRO’s Amazing Success; and V — Discussion and

Conclusion.

I. Establishment of ISRO

It is said that prompted by the successful
launching of Sputnik by the then Soviet Union
in 1957, Prof. Sarabhai successfully convinced
the Government of India about the importance
of aspaceresearch programfor India. Asa result,
in 1961, Government of India entrusted the
task of studying various aspects of space research
and its peaceful uses to the DAE.In 1962, DAE
set up Indian National Committee for Space
Research (INCOSPAR) with Sarabhai as the
chairman to organize a national space program.
And itis with the establishment of INCOSPAR
that the modern era of space research formally
began in India.

Immediately after itsformation, INCOSPAR
identified Thumba, near Thiruvananthapuram—
the site, over which, the geomagnetic equator
of earth passed—and established the Thumba
Equatorial Rocket Launching Station (TERLS)
to launch sounding rockets to carry out
meteorological and upper atmospheric
research. Itison thehistorical day of November
21,1963 that the rocket-based space research—
measuring the equatorial electrojet parameters;
studying upper atmospheric phenomena, cosmic
rays and energetic X-ray and gamma rays—began
in the country with the firing of Nike Apache,
the imported rocket from the US, from the
TERLS, Thumba.

Realizing the importance of developing
indigenous competence in space technology,
Sarabhai established Space Science and
Technology Center (SSTC) in Thumba to work
onrocket technology. Later, sponsoring TERLS
as an international sounding rocket launching
facility, India formally dedicated it to the United
Nations (UN) on February 2, 1968 at the hands
of the then Prime Minister of India, Indira
Gandbhi. At the dedication ceremony, Sarabhai
elaborated India’s vision for space research thus:
“We do not have the fantasy of competing with
the economically advanced nations in the
explorations of the moon or the planets or
manned space flight. But we are convinced that
if we are to play a meaningful role nationally,
and in the community of nations, we must be
second to none in the application of advanced
technologies to the real problems of man and
society, which we find in our country.”! By
dedicating TERLS to the UN, Sarabhai had
ensured that the young Indian science
community had the benefit of rubbing shoulders
with scientists from several countries such as
the USA, USSR, France, Japan, West Germany
and UKwho have utilized and continued to utilize
the TERLS facility for conducting rocket-based
experiments.

In 1969, DAE reconstituted INCOSPAR as
anadvisorybody under the India National Science
Academy (INSA) and established the Indian
Space Research Organization (ISRO) as the prime
institution of the government to develop space
technology and its application for national
interests and Sarabhaibecameitsfirst Chairman.
Later, Government of India constituted the Space
Commission and established the Department
of Space (DOS) and brought ISRO under DOS
on June 01, 1972. The Space Commission

formulates policies and oversees their

! www.isro.org/vision.aspx
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implementation, while DOS gets the policies
implemented through ISRO and other institutes

by providing necessary financial support.

II. ISRO: Organizational Setup

Over the last five decades, ISRO, gaining
considerable mastery over the ever challenging
task of developing space technology and its
utilization, has graduated from experimental
and demonstration phases to an operation era
by offering its potential to address the national
needs.

It has become largely self-reliant to design
and build satellites that can provide vital
services like telecommunications, television
broadcasting, meteorological forecasts, disaster
management support and natural resources
survey, and launch them using indigenously
designed and developed launch vehicles. All
of this has been achieved through a string of
amorphous institutions that are welded
together into a dynamic structure capable of
producing results time and again. Some of the
important units are listed hereunder along with
their main responsibilities:

* Vikram Sarabhai Space Center (VSSC)
at Thiruvananthapuramis the ISRO’slead
center forlaunch vehides. It undertakes
design, development and integration of
satellite launch vehicles for various
missions. It is engaged in technology
development, qualification and realization

of various subsystems; development of

avionics, control systems, aeronautics and

solid propulsion. It undertakes advanced

R&D pertaining to satellitelaunch vehicles

to ensure self-reliance in launch vehicle

technology and spacecraft subsystems for

ISRO’s satellite program.

* ISRO Satellite Center at Bengaluruis

engaged in the development of satellite

technology for scientific, technological and
application missions. Accordingly, it is
divided into five functional units:
mechanical systems area, including
thermal systems and spacecraft
mechanisms; digital and communications
area; integration and power area; and
controls and mission area. It also offers
facilities to test and ensure that the
subsystems and systems match the
requirements of space environment. [t
has sofar developed more than 50 satellites
such as scientific, communication and
remote sensing satellites.

Space Vehicle Launch Center at
Sriharikota has two launch pads offering
necessary infrastructure for launching
satellites into low-earth orbit, polar orbit
and geostationary transfer orbits. It also
provides complete support for vehicle
assembly, fueling, checkout and launch
operations. It also facilitates launching
of sounding rockets to study the earth’s
atmosphere.

Space Applications Center at
Ahmedabad is one of the major centers
of ISRO playing a vital rolein harnessing
space technology for a wide variety of
applications for societal benefits.
Primarily responsible to design and
develop payloads, societal applications,
capacity building and space sciences. It
carries out several application programs
like mapping natural resources, weather
and environmental studies, disaster
monitoring, etc. It indeed creates a
synergy of technology, science and
applications.

National Remote Sensing Agency
(NRSA) at Hyderabad acquires and

processes remote sensing satellite data
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and disseminates to the user
organizations. It provides disaster
management support services. It also
undertakes execution of remote sensing
application projectsin collaboration with
the users.

Liquid Propulsion Systems Center
(LPSC) operates from two centers:
Valiamala center researches development
of Earth Storable and Cryogenic
propulsion, engines along with associated
control systems and components for
launch vehicles and spacecrafts. Bengaluru
center undertakes integration of satellite
propulsion systems with GEOSAT and IRS
programs. It designs and develops
monopropellant propulsion system,
system engineering, transducer and
spacecraft propellant tanks. It also
researches into development of electric
propulsion system, propellant gauging
system for spacecraft, advanced
transducers, etc.

ISRO Propulsion Complex (IPRC) at
Mahendragiri offers infrastructure
support for critical activities like assembly,
integration and testing of earth storable
propellant engines for Polar Satellite
Launch Vehicle (PSLV), Geosynchronous
Satellite Launch Vehicle (GSLV) and GSLV
MKIII launch vehicles; assembly,
integration and testing of cryogenic
engines and stages for GSLV and GSLV
MKiIlTlaunch vehides; high altitude testing
of upper stage engines and spacecraft
thrusters; automatic testing of various
subsystems oflaunch vehides and satellites;
structural test facility for pressurized
hardware up to 5 m diameter, etc. It also
produces cryogenic propellants for

cryogenic rocket programs.

* ISROTelemetry, Trackingand Command
(TTC) Network headquartered at

Bengaluru, with TTC ground stations

at Bengaluru, Lucknow, SHAR

(Sriharikota), Thiruvananthapuram, Port

Blair Island, Brunei, Biak (Indonesia) and

Mauritius, offers TTC support services

for the launch vehicle and low-earth

orbiting spacecraft and deep space

missions of ISRO and other space agencies
around the world.

* Master Control Facility at Hassan
facilitates monitoring and control of all
the geostationary satellites of ISRO. It
carries out operations meant for initial
orbit raising of satellites, in-orbit payload
testing, and on-orbit operations
throughout thelife of these satellites. Also,
continuously tracks and commands
satellites, carries out special operations
like eclipse management, station-keeping
maneuvers, etc.

Besides these major centers, there are several
other units, agencies, facilities and laboratories
that are spread across the country such as Physical
Research Laboratory (PRL), National Atmospheric
Research Laboratory (NARL), North Eastern-
Space Applications Center (NE-SAC) and Semi-
Conductor Laboratory (SCL) which cater to the
needs of ISRO’s programs. There are also many
private corporates that are roped in to fabricate
supply of essential materials/fabricate parts that
go into the assembling of launch vehicles,
spacecrafts, etc. from time to time asthe program

demanded.

III. ISRO’s Accomplishments

“Indians are very proud of the ‘constellation’ of
more than a dozen of the country’s satellites in
orbit, a feat performed on, what the well-known
United States-based magazine Aviation Week and
Space Technology called a fewyears ago, a ‘shoestring’
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Exhibit 1: ISRO - Chronology of Important Achievements

1963 | The first sounding rocket was launched from TERLS on November 21.

1965 | Space Science and Technology Center (SSTC) was established in Thumba.

1967 | Satellite Telecommunication Earth Station was erected at Ahmedabad.

1969 | Indian Space Research Organisation (ISRO) was created in the DAE.

1971 | Sriharikota (AP) rocket launching station established.

1972 | The government established the Space Commission and the Department of Space (DOS) in
June. DOS reports directly to the Prime Minister.

1972 | ISRO placed under DOS on June 1.

1975 | ISRO made a government organization on April 1.

1975 | Aryabhata, the first Indian space satellite, was launched for India on April 19.

1979 | Bhaskara-I, an experimental satellite for earth observations, launched on June 7.

1979 |The first experimental launch of an SLV-3 rocket on August 10 failed to place its Rohini
Technology Payload satellite in the orbit.

1980 | On July 18, India successfully launched its own Rohini-1 satellite with an indigenously
developed Satellite Launch Vehicle (SLV) rocket from the Sriharikota launch station.

1983 | Rohini-3, communications satellite, was launched in August to offer nationwide television
coverage.

1984 | Squadron Leader Rakesh Sharma, a 35-year-old Indian Air Force pilot, became the first Indian
cosmonaut, the 138" man in space when he spent eight days aboard the USSR’s space station
Salyut 7.

1987 | The first developmental launch of a larger Augmented Satellite Launch Vehicle (ASLV) rocket on
March 24 failed to place its SROSS-1 satellite in the orbit. However, it could lift a 300-1b satellite
to an orbit 250 miles above earth.

1988 | The second developmental launch of an ASLV in July also failed. However, the subsequent third
and fourth attempts were successful.

1992 | The Indian-built INSAT-2 geostationary communications and meteorological satellite super-
seded an American-built INSAT-1.

1993 | Polar Satellite Launch Vehicle (PSLV) debuted in September, but failed to attain orbit.

2001 | The first launch of Geosynchronous Satellite Launch Vehicle (GSLV) rocket was successful on
April 18.

2002 | Launch of Kalpana-1 satellite on board a PSLV rocket.

2003 | Launch of GSAT-2 on board GSLV and Resourcesat-1 by PSLV.

2004 | Launch of EDUSAT by GSLV’s first operational flight.

2005 | Second launch pad was commissioned at Sriharikota. Launch of Cartosat-1 and Hamsat by
PSLV.

2006 | Second operational flight of GSLV with INSAT-4C. For the first time, an Indian rocket carried
a communication satellite. But the mission failed.

2007 | Launch of Cartosat-2 with Space Capsule Recovery Experiment and two foreign satellites and

successful recovery of the space capsule. Launch of Italian satellite AGILE by PSLV and INSAT-
4CR by GSLV.
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Exhibit 1 (Cont.)

2008 | Launch of Israeli satellite Tecsar by PSLV. Launch of two Indian and eight foreign satellites by a
single PSLV. India’s first moon mission Chandrayaan-1 by PSLV.

2009 | Launch of Radar Imaging Satellite (RISAT-2) and ANUSAT from Anna University (first satellite
from an Indian university) by PSLV. Launch of seven satellites by PSLV, including India’s
Oceansat.

2010 | Failure of two GSLV missions. Launch of Cartosat-2B, STUDSAT and three small foreign
satellites by PSLV.

2011 | Launch of Resourcesat-2 and two small satellites by PSLV. Launch of GSAT-12 by PSLV. Launch
of Megha-Tropiques and three small satellites by PSLV.

2012 | Launch of RISAT-1 by PSLV. Launch of French satellite SPOT 6 and Japanese satellite Proiteres.

2013 | Mars Orbiter Mission, India’s first interplanetary probe to Mars was launched successfully by
PSLV-C25 on November 05, 2013.

24-9- | Spacecraft successfully enters Martian Orbit and captures first image of Mars.

2014

Source: http://www.isro.org/scripts/milestones.aspx

budget™, said Roddam Narasimha, Director of
the National Institute of Advanced Studies,
Bengaluru. And that is what keeps ISRO on a
high pedestal in the eyes of every Indian. For,
who would not be proud of an institution that
carried a 700 kg French satellite and a 15 kg
Japanese student satellite into space through
its PSLV rocket.

Commenting on ISRO’s Mangalyaan success,
American weekly news magazine Time® said:
“Nobody gets Mars right on the first try. The
US didn’t, Russia didn’t, the Europeans didn’t.
But on September 24, India did. That's when the
Mangalyaan ... went into orbit around the Red
Planet, a technological featno other Asiannation
hasyetachieved.” The Mars spacecraft that costed
ISROUS$74mn, hasbeen called by Time as “The
Supersmart Spacecraft.” And it pickedup ISRO’s
Mars Orbiter Mission for inclusion among the
25bestinventions of 2014 that made “theworld

better, smarter and—in some cases—alittle more
fun”

There are of course, critiques who question
ISRO’s extraterrestrial projects a waste of money,
for two-fifths of children in Indiaremain stunted
from malnutrition. But space programs help us
put satellites into Earth orbit to better our
communications, better our abilities to monitor
weather behavior that ultimately benefit
common manimmensely. Forinstance, Economist*
states thatafierce cyclone that hit India’s east coast
in the last month of 2013 killed few, whereas a
similar-strength one in the same spot,in 1999,
killed over 10,000. And the reason foritis: Indian
weather satellites helped to make possible far
more accurate predictions of where and when
the storm would hit.

To sum up the accomplishments of ISRO and
the general good it did for spreading the scientific

temper across India that our first Prime Minister

2 “Dr. Roddam Narasimha”, Frontline, Vol. 19, No. 3, 2002.

3 Time, Vol. 184, No. 21-22, 2014, p. 66.

4

http://www.economist.com/blogs/economist-explains/2013/11/economist-explains-0
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wished for, it makes great sense to quote here
what Dr. Mayank Vahia, Scientist, TIFR said in
his reply to a question, “How do you summarize
the development and changes in Indian science
education compared to 25 years back?”: “I think
India has made great strides. In the 1980s, we
had to go to USA to conduct space studies (and
Iwasinvolved in an experiment on Space Station
in 1986), then we could send instrument up on
Russian satellites. Now we are completely self-
sufficient. Ifyou have a good idea and are willing

to pursue it with vigor, you can do it from India.™

IV. Role of Leadership Behind
ISRO’s Amazing Success

It is always difficult to identify all the reasons
behind the success of any institution and
particularly, it is all the more difficult to carry
out such an exercise when it comes to evaluating
agovernmentinstitution. Nevertheless, often,
leadership emerges out as the most obvious
reason, for whenever there is an objective to
be achieved or a task to be carried out by more
than one person, leadership—“activity of
influencing people to strive willingly for group
objectives”; “interpersonal influences exercised
in a situation and directed through the

communication process, towards the attainment

of a specialized goal or goals”—automatically
makes itspresence felt. As an effective conductor
of a symphony, a leader strives to build an
“expression of a harmonious and effective unity”
andalsomakeit “agoing affair” in an organization
so as to “orchestrate the energies of people
around” him towards the goal. The criticality
of leader and leadership for a successful journey
of any institution can be gauged from what Peter
Drucker once said: “The most critical people
decision, and the one that is hardest to undo,
is the succession to the top.”®

Ever since ISRO was established, a galaxy of
scientists/technocrats headed it as chairman
offering rightleadership from time to time (see
Exhibit 2).

We shall now take a critical look at the role
played by the successive leaders in sustaining
such a high rate of success in ISRO for almost
more than half a century, making it a visionary
institution of the Government of India.
Vikram Sarabhai: The Founder Chairman

Who Laid a Strong Foundation for
‘Achievement-Culture’ in ISRO

In 1962, Prof. Vikram Sarabhai, having been
invited by Prime Minister Nehru to organize
India’s space research’, founded India’s space

program. While the superpowers were developing

Exhibit 2: ISRO - Chairmen
Vikram Sarabhai 1963-1972 9 years
M G K Menon Jan.1972- Sept. 1972 9 months
Satish Dhawan 1972-1984 12 years
URRao 1984-1994 10 years
K Kasturirangan 1994-August 27,2003 9 years
G Madhavan Nair Sept. 2003-Oct. 29, 2009 6 years
K Radhakrishnan Oct. 30,2009 incumbent

http://indianspacestation.com/research/interviews/705-in-conversation-with-prof-mayank-vahia

& Peter F Drucker and Joseph A Maciariello (2004), The Daily Drucker: 366 Days of Insight and Motivation for getting

the Right Things Done, HarperBusiness.

Aravind Gupta, Indian National Science Academy, pp. 111-114.

60

EFFECTIVE EXECUTIVE @ Vol. XVII, No. 4, 2014




space technology for strengthening their military
power, Sarabhai, as the founder Chairman of
INCOSPAR dreamt of a unique space program
for India: using satellites for mass education, for
developing communication, weather forecasting
and mineral prospecting. He drew up plans to
transmit education to remote villages across India
with the Satellite Instructional Television
Experiment (SITE). Drawingvision by itself, of
course, would not deliver results; they need to
be executed and Sarabhai—a man of multifaceted
character—initiated right action to translate the
vision into reality with utmost passion. His
innovative ideas coupled with his “excellent sense
of economics and managerial skills” helped him
align the workforce towards the organizational

vision and accomplish success.

A Creative Leader

In1962, COSPAR had pointed out that “The
equatorial region has special scientificinterest
for meteorology and aeronomy. In particular,
the magnetic equator is highly significant
in theinvestigation of the Earth’s magnetic
field and the ionosphere”. Now, driven by
this observation of COSPAR and considering
that the equatorial electrojet phenomena,
confined to a narrow region over the
magneticequator that passes through South
India, Sarabhai decided to establish the
Equatorial Rocket Launching Station (TERLS)
at Thumba, near Thiruvananthapuram, for
carrying out aeronomy and astronomy
experiments. But Sarabhai encountered the
problem of acquiring the piece of land that
he and his team found ideally suited for
carrying out the electrojet research, for the
place is populated by fishing folks. There was

also anancient prayer house within the area:

St. Mary Magdalene Church. The political
system being what it was, the Kerala
government expressed itsinability to allocate

the said land for the project.

Sarabhai, being what he was, did not give
itup. He, along with his team went to Rev.
Father Peter Bernard Pereria and obviously
explained him how important it is for the
nation, for the cause of very science to
establish the proposed research station in
that very premises, while promising to build
within a year near the sea coast alternative
facilities to the existing. Listening to Sarabhai,
Rev. Father asked him to come to church
on Sunday morning. Narrating the event,
Dr. Abdul Kalam?® said that the Bishop,
explaining the scientist’s work and his request
for the abode of the fisher folk, abode of
the Rev. Father and even the abode of the
God to carry out a great scientific mission,
asked them, “Dear children, can we give our
and our God’s abode?” As Kalam shared,
after a total silence, everyone stood up and

said in chorus, “Amen”.

Thus the church became the design and
assembly center for rockets of theinitial Indian
space program, while Bishop’s residence
became working space for the scientists. It
isthe perseverance and innovative approach
of Sarabhai that ultimately led to the
establishment of Thumba TERLS at the very

place where the science wanted it to be.

Later, convinced of the need to develop
indigenous competence in space technology
torealize the immense benefitslikely to accrue
from space research in the fields of
communication, education and management

of naturalresources, Sarabhaiestablished the

UK, June 9, 2009.

www.abdulkalam.com — Address and interaction with students at Judge Business School, University of Cambridge,
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Space Science and Technology Center in
Thumba, which after the sudden demise of
Sarabhai, rechristened as Vikram Sarabhai
Space Center that ultimately gave the nation
its launch vehicles that carried India’s flag

into the Mars orbit even.

Sarabhai, a Visonary Leader

Peter Drucker (2004) commented that “nothing
may seem simple or more obvious than to
know what company’s business is.” He goes
on to say: ‘What is our business?’ is almost
alwaysa difficult question and the right answer
isusuallyanything but obvious. For, according
to him, it is to be answered only by looking
at the business from the outside, from the

point of view of the customer and the market.

And in the case of ISRO, it is to be defined
from the point of view of taxpaying citizen
and the nation. That’s what Sarabhai exactly
did: He drafted a shining vision for ISRO: “A
positive approach out of our predicament
lies in finding solutions where the particular
disadvantage of developing nations, which
is that they have little to build on, is made
anassetrather thanaliability. Itis necessary
for them to develop competence in advanced
technologies and to deploy them for the
solution of their own particular problems,
not for prestige, but based on sound technical
and economic evaluation involving
commitment of real resources.” He then so
earnestly and meaningfully institutionalized
it that it was and is fully shared by the
successive leaders and their followers too.
For, “itis a vision meant for enabling India
to leapfrog into the future through the
adoption of appropriate technologies”, said
Dr. UR Rao, the former Chairman of ISRO.
Itis no wonder if his vision continues to be
the guidinglight of our space program even

today.

The Ardent Institute Builder

His craving to extend the benefits of science
toall aspects of socioeconomic development
of India made him an ace institute builder:
he was instrumental in nurturing 30
institutions—both in public and private
sectors. Soon after his returning from
Cambridge with PhD and at a very young
age of 27 years, he had established the PRL
in November 1947 in Ahmedabad with the
donations collected from his parents,
industrialists and other philanthropists. With
KR Ramanathan as the founder director of
PRL and small group of young research
students like Rao and others, Sarabhai built
up PRL into an outstanding institution
dedicated to fundamental research in cosmic
rays, aeronomy and space sciences. Under
his visionary stewardship, PRL has indeed

become a cradle of India’s space program.

In 1963, he formed the Group for the
Improvement of Science Education (GISE)
in the same institution, which later became
a part of the Nehru Foundation for
Development. In 1966, he established the
Community Science Center in Ahmedabad
with an objective to create interestin science
and to promote experimentation among

students, teachers, and the public.

He had also established Ahmedabad Textile
Industry Research Association (ATIRA) at
Ahmedabad to function as a think tank for
the development of textile industry under
his guidance. He had also established Indian
Institute of Management (IIM), Ahmedabad,
tomake efficient managers available for India
to runits businesses. Along with his wife, he
established Darpan Academy of Performing
Arts in Ahmedabad.

In spite of hisastonishing diversity of interests,

he could ensure success of each institution
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that he had established with consistencyin
hisapproach thatinvolved usage of “scientific
methods, sound financial planning and a clear
nationalistic purpose.”

Leaderwith a Knack to Pick Right
People and Mentor Theminto Leaders

If India has demonstrated indigenous capability
in makinglow-cost satellites, of successfully
launching its own Moon probe—Chandrayaan
and Mars Mangalyaan, the credit certainly goes
to the foundation laid by Vikram Sarabhai.
Focusing on strengths and strengths alone,
he chose a passionate team—A P J Kalam,
E V Chitnis, Vasant Gowarikar, Pramod Kale,
URRao, KKasturirangan and other pioneers—
and nurtured it assiduously to carry forward

his vision even in his absence.

For instance, Rao, on returning from the US
andjoining PRL made himself busy in carrying
out his space science activities, Sarabhai,
convinced of Rao’s immense potential,
requested him to prepare a blueprint for the
development of satellite technology and its
applications. Onceit was made ready, Sarabhai
convinced a reluctant Rao—the only person
then havingworking experience on spacecraft
systems at NASA—to take charge and shape
the Indian satellite program. In 1972, the
reluctant Rao thus assumed the responsibility
of satellite design center and the restis history:
he designed, fabricated and launched over
15 satellites besides becoming the Chairman
of ISRO in 1984.

Sarabhai could find time even to interview
student seekingadmission into PhD at PRL,
for he wants to pick a student with right
attitude forresearch. Here, itisworthrecalling

how Dr. K Kasturirangan, the former

Chairman of ISRO, turned away from
astrophysics to space for it reveals how
Sarabhai motivated and inspired youngsters,
of course, with right set of skillsand attitude
toworkin space program that he washeading.

Obtaining his PhD, as Kasturirangan was
planning to go abroad in search of greener
pastures, Sarabhai called him enquiring about
his plans. Hearing his plans, Sarabhai reminded
him what he told Kasturirangan six years
back—while interviewing him for PhD
admission—that India is going to be a
promising experience in terms of its space
programs and that there are lot of vacant
positions for youngsters with relevant
experience like him. According to
Kasturirangan, Sarabhai motivated him,
inspired him considerably and gave me so
much of confidence that he can work and
succeed here and thathereally doesnot have

to look for greener pastures abroad.

When Kasturirangan posed the question that
being basically a physicistand notan engineer
how could he work in space program that
involves a set of engineering techniques, to
quote Kasturirangan,' Sarabhai seemed to
have “allayed all my [his] doubts listing out
various tasks in a space program which
requires knowledge of several areas and
disciplines and pointing out that I am [he
is] uniquely placed than any engineer because
I [he has] have knowledge of end-to-end
systems and an understanding of all the
elements of the system. He also said the best
people who have built satellite systems across
theworld, particularly in America for example,
like Fred Singer or John Simpson, were all

physicists. He persuasively argued so much

Aravind Gupta, Indian National Science Academy, pp. 111-114.
http://geospatialworld.net/FirstPerson/ArticleView.aspx?aid=19156#sthash.xLukjPb8.dpuf
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on thataspect that I myself got excited that
I should work in space.” Obviously,
Kasturirangan got excited that he should work
inspace sdencesandaccordinglywhenhejoined
the program, Sarabhai placed him under “one
of hisillustrious students, Rao toworkon the
project meant for building Aryabhata. Thus,
Sarabhaimentored ayoung physicist—indeed
afuture Chairman of ISRO.

In a similar vein, he handpicked the young
Kalam in the early 1960s to get trained at
NASA M Itishis NASA training that facilitated
the first sounding rocketlaunch from TERLS
in 1963. In fact, that is only the beginning

of hislongjourney tobecome a “missile man”.

Sarabhai, the Scientist

Returning from Cambridge with PhD for his
thesis on “Cosmicray Investigations in Tropical
Latitudes”, Sarabhai, setting up a number
of cosmic ray telescopes at different places
inIndia, carried out along with his students,
extensive studies of the day to day changes
of cosmic ray intensity, which provided the
instantaneous snapshot of the highly varying
electromagnetic state of the interplanetary

space.

Laterrealizing the importance of the changing
magnetic field irregularities on the Sun and
their effect on the interplanetary space,
Sarabhai, setting up a giant meson monitor
at Chacaltaya, Bolivia, at a height of about
5340 m above sealevel in collaboration with
MIT, studied very short period variations of
1-30 cydesperhourin the cosmicrayintensity.
Based on these observations, heand his team
established a complete correspondence in
spectral changes in interplanetary space,

magnetosphere and in cosmicrays measured

on Earth. He had also worked out the
implications of the non-uniform solar wind,
particularly as the fast plasma overtakes the
preceding solar plasma creating shock
transitions and turbulent conditions. Looking
at theeffect of such shock transitions on cosmic
ray intensity, Sarabhai proposed a new
mechanism for explaining 27-day recurrent
effects and the so-called large Forbush
decreases of cosmic ray intensity observed

in space and on the ground.

Later, Sarabhai’s interest shifted to the study
of fluctuationsin the geomagneticfield and
their origin. Using the data from the precise
measurements of the horizontal component
of the geomagnetic field (H) from severallow
latitude observatories across the world,
Sarabhai and his group studied the diurnal
changes in H. Based on these studies, they
interpreted that a considerable part of the
changes in H is due to the changes in the
current system at the magnetopause and in
the magnetotail, induced by the changes in

the interplanetary solar wind plasma.

The extraordinary pace of research carried
out by Sarabhai and his colleagues made PRL
an outstanding school of cosmicrayscientists,
besides achieving international recognition.
What is more important to notice here is:
PRL nurtured by Sarabhaibecame an unique
institution for carrying out space science
research contributing its own might for the

successes of later ISRO.

Sarabhai, the Leader Who Built ISRO
with an ‘Uncanny Artistic Intuition’

By the late 1960s, Sarabhai, sensing the
difficulty of getting foreign assistance for taking

forward India’s space program—indeed he

John Krige, Angelina Long Callahan and Ashok Maharaj (2013), NASA in the World: Fifty Years of International

Collaboration in Space, Palgrave Macmillan.
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voiced his concern so explicitly in one meeting:
“the military overtones of a launcher
development program of course complicate
the free transmittal of technology involved
in these applications”*?>—had made India’s
first-ever-study for development of its own
space launch vehicle. In his palpable hurry
for developing a launch vehicle with
indigenous capability, he had also got the cost
analysis of building alaunch vehicle program.
The drawings were indeed got ready, and of
the six, he ticked the third design and that
is how the name of SLV-3 emerged. It is of
course a different matter that with his sudden
demise and the 1971 Indo-Pak war, India’s
launch vehide building program had obviously

suffered a setback.

However, theimpact of Sarabhai’s personality
in makinghis colleagues to carry forward his
vision for ISRO can well be understood from
what Rao had to say: “The dynamism and
purposefulness he infused, contagious
enthusiasm and inspiration he transmitted
and the deep concern and love for people
he showed made a strongimpact on his close

colleagues and the institutions he built.”

Bruno Russi, the celebrated scientist from
MIT with whom Sarabhai collaborated, very
aptly summed up Sarabhai’s contribution to
science at the special session of the Cosmic
Ray Conference held at Denver in 1972 as,
“Ibelieve that the stature of Vikram Sarabhai
as a scientist depends not so much on any
specificachievement as on the unique character
of his scientific personality. For him scientific
research was an act of love towards nature.
Hehadan almost uncanny capability to absorb

and store in his mind a vast amount of

experimental and theoretical data. Having
done thatand guided by what I am tempted
to call an artistic intuition, he would then
proceed to arrange these data into a self-
consistent picture bringing out hidden
regularities and relationships; a picture which,
through the years, would progressively evolve
and become more precise. Thisiswhy his death
dealt such ahard blownot only to the personal
feelings of his fellow scientists, but to sdence
itself’”

Sarabhai, the founder Chairman of ISRO, as
Rao observed, being an amalgamation of a great
scientist, an administrator, industrialist, a social
reformer, amanager, a skillful diplomatand above
allbeing a very warm and charming person, always
smiling and never losing his poise even in the
face of most adverse situations laid strong
foundation for ‘achievement culture’ in ISRO.
In fitness of the fact, it must be said here that
Sarabhai, “working against time”, as though he
was aware of the short time he had within which
hehad to compulsively achieve his goal—the goal
of innovatively “linking the culture of fundamental
research, the culture of research and development,
and the culture of industry”*® that would
automatically make India self-reliant in space
technology paving the way for the ultimate
development of the nation—devotedly pursued
his mission (for instance, once gave appointment
toKalamat 3.30a.m.!) and in the process burnt
the candleatboth ends and died of a heart attack
on December 30, 1971, at a very young age of
52 years. And another great legacy that he left
behind is: as he said in his speech delivered at
the Silver Jubilee Celebrations of TIFR, “One of
Bhabha’s greatest accomplishments was that when
he died suddenly, he left the state of affairs in

2= John Krige, Angelina Long Callahan and Ashok Maharaj (2013), NASA in the World: Fifty Years of International

Collaboration in Space, Palgrave Macmillan.

B http://www.idsa.in/npihp/documents/IDSA-TIFR-01011954e.pdf
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the hands of people who shared a common trust
and a common culture and could manage to
develop these institutions furtherasajoint group
or family.”** Sarabhai too left ISRO exactly in the
same style. And, the current state of ISRO indeed
testifies hisleadership legacy.

Satish Dhawan

Prof. Satish Dhawan is considered as the father
of experimental fluid dynamicsresearchin India
and one of the most eminent researchersin the
field of turbulence and boundary layers. After
the sudden death of Sarabhai, he succeeded him
as the Chairman of ISRO in 1972. He was also
the Chairman of the Space Commission and
Secretary to the Government of India in the DoS.
Simultaneously, he continued as the Director of
Indian Institute of Science, Bengaluru too, for
that was his first love. Even as the head of the
Indian space program, he continued to devote
considerable time and effort towards boundary
layer research. His contributions are presented
in the seminal book, Boundary Layer Theory by
Hermann Schlichting, even to date.

During his tenure as Chairman, he, with
his dedication, breadth of vision,
meticulousness, humanity, and extraordinary
scientific and technological abilities steered ISRO
through a period of extraordinary growth and
spectacular achievement. Hence, it is often said
by the scientific community that it is Dhawan
who “lent substance to Vikram Sarabhai’s vision”
andbuilt ISRO as a vibrant body that itis today.

Leaderwith a Knack to Pick Right

Peoplefor Key Seats

Immediately after becoming the Chairman

of ISRO in 1972, Dhawan brought Brahm

Prakash from the DAE as the head of the

newly-formed VSSC at Trivandrum to
streamline its functioning.” They together
transformed the VSSC—an institute with
activities fragmented, with different groups
working independently, at times at cross
purposes—into a dynamic structure capable
of delivering results time and again.

Continuing with his mission to pick right people
toman critical missions of ISRO, Dhawan along
with Brahm Prakash, one day called Dr. Abdul
Kalam, one of the technologists in VSSC, and
said: “Kalam I have good news for you! You
are going to run a huge program for ISRO. I
and Director, VSSChave decided to appoint
you as the project director Satellite Launch
Vehide (SLV).Iam going to give all the money
required for the project, the management
structure and the human power needed. But
you guy, by 1980, you should show that you
can launch Rohini Satellite using our own
launch vehicle” Recalling theincident, Kalam'
said that as he was dumfounded at the
enormous responsibility that they were
assigning him, Dhawan coming to his rescue
said, “Webelieve in your capacity, we believe
inyour team-building capacity and above all
the knowledge required you can assemble
and integrate ... when you undertake a big
mission like the satellitelaunch vehicle project,
there willbe many challenges—technological,
leadership, and also someunexpected critical
problemswhich you cannotvisualize... Kalam
remembers, you should not let problems
become your captain. Instead, you become
the captain of your problems, defeat the
problems and succeed.” Kalam said that it

is thisadvice of Dhawan that “reinforced my

“ Ibid.

5 P V Manoranjan Rao, “Satish Dhawan — The Gentle Colossus”, The Hindu, September 25, 2009.
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[his] thinkingand action” and also made him
“accept the project.” And the results are all
around to testify Dhawan’s eye for right people
for the right job.

A Leader Who Is Ready to Accept Failures
but Pass onthe Success to Followers
Initially, ISRO was to face many failures. But
Dhawanneverlost his faith in the capabilities
of ISRO and its young crop of scientists/
technocrats. In 1979, as the countdown for
launching the test flight of SLV was on,
Kalam, recalling the episode, said that four
minutes before the launch, computer put
the launch on hold, for a glitch was noticed.
Believing that their manual calculations
proved otherwise, they switched to manual
mode, and launched the rocket. In the first
stage, everything worked fine. In the second
stage, a problem developed. As aresult, the
whole rocket system plunged into the Bay

of Bengal. It was a big failure.

After the incident, Dhawan, conducting a
press conference himself, took the
responsibility for the failure upon himself
saying that though the team had worked
very hard there appeared a need for more
technological support. He assured the media
that in another year, the team would
definitely succeed. This gesture of Dhawan
naturally doubled the vigor of the project
director and his team that enabled them
to come up exactly within a year with a new
rocket and launched it successfully in July
1980. That is the visionary leadership of
Dhawan: Making Kalam and his team “see
that it is not his purpose which is to be

achieved, but a common purpose, born of

the desires and the activities of the group™?®
ensured the success of the project and in
the process he too became a successful
leader in making ISRO self-reliantin launch
vehicles. And the creative leadership of
Dhawan had not ended there: he called Kalam
and said, “You conduct the press conference

today.”

A Great Mentor

Sharing hisrelationship with Dhawan, Kalam
said that on July 18,1980, as India puta 40
kg Rohini satellite in a low-earth orbit through
SLV-3 which took off at 0805 hrs, everyone
in the control room at Sriharikota turned
at oncejubilant—in an emotionally charged
atmosphere they were shouting, hugging and
lifting each other. For, it was a great
accomplishment for the scientists, especially
after an unsuccessful earlier mission on August
10,1979. Amidst that cacophony, it seems
that Dhawan, taking Kalam aside to a silent
place and sitting on thelauncher and watching
the waves of the Bay of Bengal in silence, said
to him: “Kalam, you know you have been
working hard for the last eight years. You
encountered a number of problems and
failures. You faced them all with utmost
courage, patience and perseverance. For all
the efforts that you put in, today we have
got theresults. Iwant to thank you for your
excellent work. I willremember itand cherish
it And Kalam says, “Thave never come across
such abeautiful day till then.” Thatis the subtle
way of telling a colleague that he did matter
for the Chairman and in the processletting
him know thathehad all that the organization

needed. What else mentoring is!

Ibid.

Mary Parker Follett (1941), Dynamic Administration, Harper, New York.
“Satish Dhawan — A Creative Teacher”, Resonance, October 2003.
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The Change Leader

“To make the future is highly risky”%, said
Drucker. But a change leader sees change as
an opportunity: he knows how to find the
right changes, and also knows how to make
them functional. And that is what Dhawan
did: drafting the services of Kalam for the
space launch vehicle directorate at ISRO
Headquarters, Dhawan assigned him with
the responsibility of drawing space program
for “remote sensing and communication
satellites linking the correspondinglaunch
vehide systems induding thelaunch complex.”
After tenmonths of intensive interdisciplinary
dialogs, they could design and develop a six
degree of freedom simulation model
integrating the progress of technology in
different disciplines. But Dhawan’s devotion
for the national cause was such that one
evening, he, knowing fully well that the “most
effective style of managing changeistocreate
it”, sat down and drew the entire road map
for the space program and depicted them
inhis own hand in two simple graphs which,
according to Abdul Kalam, became the driving
force for the entire space department for
the next two decades. The two graphs are
presented in Exhibit 3.

Ace Manager of Knowledge
Professionals and Their Knowledge
“Management of knowledge workers is a
marketing job”, said Drucker. This concept
had been fully exploited by Dhawan when
he was to relieve Kalam when he was
transferred to Defense Research and
Development Organisation (DRDO). AsKalam
was to finally move in 1982 to DRDO,
Hyderabad, Dhawan, organizing an ISRO

Council Meeting that was attended by all the
Directors of ISRO laboratories and
headquarters, asked Kalam and his team to
present the space vision profile to the ISRO
directors. Byannouncing the transfer of Kalam
attheend of the daylongpresentation, Dhawan
made Kalam feel that he not only elegantly
made him “apart of the future space program
but also honored him with a warm farewell.”
It also ensured transfer of knowledge—
knowledge that went into drafting of the space
vision—to the successors who are going to
executeitin Kalam’s absence, which in terms
of organizational requirement is a must for

success. That is the leadership of Dhawan!

Dhawan as a Teacher

Narrating his approaching Dhawan seeking
his guidance to design a contra propelling
rotator, Kalam? describes the unique feature
of Dhawan’s teaching thus: “He creates a
spirit of research and inquiry in the taught
by teaching how to design without giving
the design. Indeed, he worked at enriching
the design capability of the taught. By
following through the implementation and
test phase and just by asking more and more
questions and making the taught find the
answers for them”, Dhawan appeared to
have enhanced the self-confidence of the
taught—asitindeed happened in the case
of Kalam—in taking up future design

problems.

Dhawan thus ran the country’s space program
by first drawing such programs which are societally
conscious with objectives that are easily
understood by everyone engaged in its execution;

second, exhibiting immense faith in the ability

21

Peter F Drucker and Joseph A Maciariello (2004), The Daily Drucker: 366 Days of Insight and Motivation for getting

the Right Things Done, HarperBusiness.

“Satish Dhawan - A Creative Teacher”, Resonance, October 2003, pp. 56-62.
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Exhibit 3
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of Indian engineers and scientists; third keeping
the technology development work open and
transparent through an elaborate system of
reviews; fourth, maintaining accountability

through peer pressure, but shielding the engineers

fromblame for honest failures; and, fifth, adopting
a promotion and assessment system that had
some unique features, which enabled the more
productive engineers to move ahead of their

colleagues, but not too rapidly and thus retained
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the confidence of thebulk of the staff in the fairness
of the system.*Itis thisidealism and commitment
of him that influenced his colleagues in substantial
measure as is reflected in the ultimate success
that ISRO had accomplished.

URRao
URRao, an exceptionally versatile scientist with
awide-ranging expertise in many contemporary
topics, took over as Chairman of ISRO in 1984.
Heis a gifted space scientist, technologist, and
a passionate space application protagonist. He
isknown among the space-scientists for his sharp
analytical bent of mind and enormous intellectual
ability. Heis an inspirational leader par excellence
with forthright views and innovative ideas.
Inlate 1968, Rao, at the request of Sarabhai,
started work on designinga 100 kg satellite with
a team of around 20 engineers from SSTC and
20youngscientists from PRL that was then named
as Satellite Systems Division. It was supposed
to be launched by an American Scout Launch
Vehicle, but was abandoned half the way due
to changing political equations in the international
arena. Later, Moscow came forward offering India
afreelaunch. Drawing fresh plans, ISRO, naming
Rao as the Project Director of the Indian Scientific
Satellite Project, directed him to get the satellite
ready within 36 months for launch by a Soviet
launcher. Relying heavily on his project
managementand system engineering abilities,
Rao created a sophisticated electroniclaboratory,
acleanroom for assembling satellite, and a small
thermo-vacuum chamber and other
infrastructure in the industrial sheds allotted
by Karnataka government. Simultaneously, he
recruited 150 young engineers and scientists and
commenced work on the satellite. With that young

inexperienced but committed team of an average

age of 25 with a ‘never-say-impossible’ attitude,
Rao assembled the 358 kg Aryabhata satellite
that was launched in 1975 from USSR. Later,
becoming the first Director of the ISRO Satellite
Center, Bengaluru, Rao designed, fabricated and
launched over 15 satellites including INSAT-1 and
INSAT-2 series of multipurpose satellitesand IRS
series of remote sensing satellites. Thus, he played
a stellar role in “building an endogenous space
technology capability in India”.?
AScientist of International Repute
Rao obtained PhD in 1960 from the University
of Gujarat for his work on cosmic ray time
variations under the supervision of Sarabhai.
Joining MIT as a Postdoctoral Research
Fellow, he carried out fundamental
investigations on solar wind using Mariner-
2 observations. Working along with Conway
Snyder and Marcia Neugabauer of the JPL,
Rao made a path breaking discovery of the
“continuous emission of the solarwind, their
characteristics and correlation with the
geomagnetic disturbance.” Later, joining the
University of Texas at Dallas as Assistant
Professor in 1963, he, as the prime
experimenter on Pioneer 6, 7,8 and 9 Deep
Space Probes and Explorer 34 and 41
Spacecrafts, carried out research on solar as
well as galactic cosmic ray phenomena and
the of the

interplanetary space. Returning to India, he

electromagnetic state
joined PRLand started research on X-rayand
Gamma-ray high energy astronomy using

balloon, rocket, and satellite-borne payloads.

Rao is an internationally acclaimed space
scientist and rated by the coveted Space News
magazine in 2004 as one of the top 10

international personalities who made a

2 “Dr. Roddam Narasimha”, Frontline, Vol. 19, No. 3, 2002.
%V Jayaraman (2014), “Udupi Ramachandra Rao”, Current Science, Vol. 106, No. 11, June 10.
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differencein civil, commerce and military space
in the world since 1989. Acclaiming his
professional skills that built “a robust space
program in a democratic country, which is
much more difficult than in countries with
autocraticrulers”, Raohasbeeninducted into
the Satellite Hall of Fame in Washington by
the Society of Satellite Professionals
International in March 2013.

A Leaderwith Spontaneous Geniality

Rao’s ability to connect with subordinates
is an attribute that is often admired by his
followers as his best quality. He had
enormous concern for his team members.
The courage he displayed to stand up to this
reputation during the days preceding the
launch of IRS-1B from the then USSR in
August 1991 was exemplary. As his team
landed at the Baikonur Cosmodrome with
the spacecraft for its launching, the August
Coup in Russia assumed threatening
propositions. Looking to the intensity of
the ongoing civil disturbances in Russia,
Government of India advised Rao to avoid
travelling to USSR. Yet, defying the warning,
Rao flew to Soviet Union, for he simply
wanted to be with his team during the
moment of crisis. Though President
Gorbachevhad resigned as general secretary
of Communist Party of Soviet Union (CPSU)
on August 24, 1991, and the mighty Soviet
Union collapsed in the next few days, IRS-
1B waslaunched without any hitch on August
29,1991 from Baikonur. And the presence
of Rao, needless to say, served as a balm,
keeping ISRO team’s morale high asalsokept
their attention focused on mission, while
their families back home heaved a sigh of
relief knowing that Rao was with the team
in Russia. That was Rao’s spontaneous

geniality!

AnArdent Institute Builder

Aboveall, Rao is a great institution builder.
Like his predecessors, Sarabhaiand Dhawan,
he too focused the vision and mission of the
Indian space program on national
development. While pursuing it, Rao, with
his high levels of professional competence,
and gritand determination, withered away
innumerable difficulties—initial failures of
the satellites and launch vehicles in the
experimental stage, restrictions and embargos
on transfer of sensitive technology by the
developed world, lull in the international
collaborations—by steadfastly working with
his young infusing mutual respect and team
spiritin the organization, and could succeed
inbuilding self-reliance in spacecraftandlaunch
vehidle technology. Hisleadership style created
the much desired trust that became the
organizational normand continues tobe the
guiding forcein definingwhatisknown today
as ISRO culture’.

An Enthusiastic Space Application
Protagonist

Rao had evinced great interest to harvest
the vast benefits that the space technology
offered for the development of
communication, education, management
of natural resources and disaster management
in the country. One of the most significant
initiatives that Rao launched was the
Integrated Mission for Sustainable
Development (IMSD) that was carried out
in 84 mha in 175 districts in the country
around 1992 to prepare resource maps using
remote sensing asakey tool and evolve action
plans atwatershed level to provide grassroot
solutions towards conserving the land and

water resources.

He also promoted the use of satellite remote

sensing for operational flood management
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and agricultural drought monitoring. Athis
constant urging, the National Agricultural
Drought Assessment and Monitoring System
(NADAMS) waslaunched and NRSA brought
out biweekly drought bulletins covering many
states. Likewise, the flood mapping became
operational in Indus, Ganges and
Brahmaputra basins with a combination of

optical and microwave data.

Yet another ambitious and socially relevant
project that Rao advocated was using remote
sensing data to map prospective zones for
groundwater occurrence, and locations for
constructing recharge structures. It has
become amajor success, for the groundwater
prospect maps thus drawn provided more

than 90% success rate.

His passion for using remote sensing for
national development well reflects in his
carving out time from his preoccupations with
steering ISRO to write a masterly book—
Space  Technology for Sustainable

Development—that bagged the Outstanding

Book Award of the International Academy

of Astronauticsin 1997.

Rao, as the Chairman, realizing the need to
develop and establish self-relianceinlaunch vehicle
technology, decided to go in for the Augmented
Satellite Launch Vehicle (ASLV)— upgrading the
first stage of SLV-3 with two strap-on boosters,
with motors identical to that of the first stage.
Many massive facilities were created within and
outside ISRO to support the development of
operationallaunch vehicles. Unfortunately, the
first two developmental flights of ASLV carried
outin March 1987 and July 1988 did not succeed.
These failures seemed to have threatened the
confidence of ISRO launch community. But Rao,

as Chairman, standing behind them stoically,

prodded them to fight back. Ultimately, the
failure analysis of ASLV paid the dividends: the
inputs of the report made the third and fourth
flights of ASLV, carried out in May 1992 and
May 1994, fully successful. This obviously
encouraged the team to go for bigger challenges:
ISRO took up the more challenging task of
designing PSLV and GSLV launch vehicles. During
the same period, Rao also initiated the
development of cryo-technology and the
development of GSLV capable of launching 2-
2.5 tonnes class of satellites into geostationary
orbit. He had also set up ANTRIX Corporation
in 1992 as fully wholly owned company of
Government of India to market space products
and services that ISRO could offer.

Leading the youngsters from the front,
bestowing confidence and encouragement, and
posing adequate scientific and technological
challenges, Rao introducing the “matrix
management structure for optimal utilization
of scarce human resources across the projects,
decentralizing decision making to thelevel where
technological expertise is available, and
emphasizing on configuration management and
systems engineering practices of enhanced
coordination, interface control, qualityassurance

and professional documentation”,?

proved
conclusively that India can master high-end

technology and deliver world-class products.

Krishnaswamy Kasturirangan

Dr. Kasturirangan, essentially an astrophysicist
of repute with research interests in high energy
X-ray and gamma ray astronomy as well as optical
astronomy who made extensive and significant
contributions to studies of Cosmic X-ray sources,
celestial gamma-ray and effect of cosmicX-rays
in the lower atmosphere, had steered ISRO as

its Chairman for nine glorious years.

%V Jayaraman (2014), “Udupi Ramachandra Rao”, Current Science, Vol. 106, No. 11, June 10.
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Kasturirangan started his career with ISRO
as Physicistat ISRO Satellite Centerin1971 and
subsequently became the head of the Physics
group in Aryabhatta Project Management Board.
He once shared thatkeepingRao asarole model,
he attempted to execute every assignment that
ISRO gave him: as Project Director of India’s first
two experimental earth observation satellites,
he built Bhaskara I and II satellites. Following
it, he was entrusted with the responsibility of
heading India’s first operational satellite program,
the IRS. Later, becoming the Director of ISRO
Satellite Center (1990-94), he oversaw the
development of new generation spacecraft—
Indian National Satellite (INSAT-2) and Indian
Remote Sensing Satellites (IRS-1A & 1B) as well
assdentificsatellites.

Then, becoming Chairman of ISROin 1994,
he said, he felt nervous because that was a
tremendous responsibility. Sharing his then
trepidation, he said: “I thought I should have a
style, an outlook and a culture to run the program
and it has to be professional because any
unprofessionalactivityin space canbe disastrous.
Luckily for me, [ had seen working of Sarabhai,
Dhawan and Rao closely and thought I should
have an amalgam of all these three styles of
functioning and try to bring in my own style of
functioning.”? Guided by that philosophy, he
steered ISRO through the successful launching
and operationalization of PSLV and the first
successful flight testing of GSLV. He had also
overseen the design, development and launching
of the world’s best civilian satellites, IRS-1C and
1D, realization of the second generation and
initiation of third generation INSAT satellites,
besideslaunching ocean observation satellites
IRS-P3/P4. These efforts have put India as a

preeminent space-faring nation among the
handful of six countries that have major space
programs.

Intriguingly, what he said in one of his
interviews after laying down the office of the
Chairman merits our attention. He said: “There
are good examples of working in teams. But there
is aneed to strengthen that culture, the ability
to work together with transparency. We need
to have lot of aspiration and ambition that
nothingisimpossible. That ambition should fire
usand propel us to the next level of development ™
One needs to ponder over these remarks, for:
Is this an expression of anguish at the waning
of these traits in ISRO of today?

G Madhavan Nair

Nair, who joined TERLS in 1967, rising through
the cadre with illustrious milestones—during
his tenure as the Director of the Liquid Propulsion
Systems Centre from 1995-99, ISRO’s efforts
towards indigenous development of cryogenic
technology took concrete shape and vital
infrastructures were built and critical technologies
were developed; and during his tenure as the
Director of VSSC from 1999 till he took over as
Chairman, GSLV launch vehicle capable of placing/
carrying 2000kg class of satellite into geotransfer
orbit was developed and launched successfully
in the very first attempt and declared operational
in 2003—in hislong career became the Chairman
of ISRO in 2003.

As Chairman, hehadinitiated action for the
development of futuristic technologies to
enhance the space system’s capabilities as well
as to reduce the cost of access to space. Major
thrust was given for exploration of outer space
through the ASTROSAT and Chandrayaan (Moon)

missions. He also provided guidance toundertake

»  http://geospatialworld.net/FirstPerson/ArticleView.aspx?aid=19156#sthash.ONKXeeVN.dpuf

% Ibid.
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new technology developments related to launch
vehicle, spacecrafts for communication, remote
sensing and applications programs to meet societal

needs.

KRadhakrishnan

The current Chairman of ISRO is a technocrat
par excellence with management educationand
a PhD from IIT Kharagpur (2000) for his thesis
“Some Strategies for Indian Earth Observation
System.” A dynamic and result-oriented manager
withvery fine personal and interpersonal qualities
credited with nurturing leadership skillsin the
younger generation.

Starting his career as an Avionics Engineer
in 1971 at ISRO’s VSSC, Trivandrum, he
commendably held several decisive positions in
ISRO—such as Director of National Natural
Resources Management System, Director of
National Remote Sensing Agency (2005-08);
Director of Vikram Sarabhai Space Centre (2007-
09), and Member, Space Commission (October
2008-October 2009)—before becoming the
chairman.

As the Director of VSSC, he played a crucial
role in the first Indian Lunar Mission ,the
Chandrayaan-1, being responsible for realization
of PSLV C-11 launch vehicle with a new set of
strap-on motors and a new mission design and
Moon Impact Probe (MIP) thatimpacted on the
surface of Moon in mid-November 2008.

During 2000-05, he had a stint in the Ministry
of Earth Sciences as the Founder Director of Indian
National Center for Ocean Information Services
and the first Project Director of Indian National
TsunamiWarning System.

During his tenure as Chairman, ISRO
launched its Mars Orbiter Mission on November
5, 2013, which successfully entered the Mars
orbit on September 24, 2014, making India

the first nation to succeed in its maiden

attempt, and ISRO the first Asian space agency
to reach Mars orbit.

As could be seen from the foregoing, ISRO
hashad committed leadership all along to steer
it through successfully. All of them either being
scientists of repute or technocrats par excellence
could command the loyalty of their cadre and
ensure that organizational vision is properly
aligned withits human resources asis reflected

in its output till date.

Discussion and Conclusion

History tells that the modern economic growth
has been inspired by a rapid and relentless
upgradation of scientificknowhowand technology.
Realizing this criticality of science and technology
in ushering in societal welfare, our early policy
planners gave tremendous importance to setting
up anumber of research and teaching institutions
across the country. ISRO is one among such
establishments—exclusivelymeant forharnessing
the space technology for the socioeconomic
development of the country.

Yet, the functioning of several such
governmental institutionsis often felt far from
satisfactory. Amidst such a gloomy scenario, ISRO
stands out as a rare jewel, delivering results—
as examined here before—the fruits of which
in terms of better communication, mapping of
national resources, weather forecasting, disaster
management, etc. are being palpably enjoyed
by the common man today.

Now the big question is: How is that ISRO,
a Government of India body governed by the
same set of rules that are applicable to every
other institute in the country, could deliver over
its chartered objectives, that too, consistently
year after year for over half a decade, while the
rest areway behind in realizingworth mentioning

return on their investment?
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That said, the challenge we now face is: there logical conclusion. And these seemingly
is no single answer for such an amazing streak

of success that ISRO is adorned with.

simple essentials that are quite glaring
by their absence in the rest of the

Nevertheless, the following emerge out as the institutions, have ensured that ISRO has

most obvious:

The first four Chairmen—Vikram
Sarabhai, Satish Dhawan, U R Rao and
K Kasturirangan —are all outstanding
scientists, while the later two—
GMadhavan Nairand KRadhakrishnan—
are technocrats, besides being fine
managers of men andresources. They are
visionaries with rare human qualities.
Obviously, these natural endowments of
the Chairmen came quite handy for them
in inspiring confidence among their young
followers that their mission is in
competent hands and given a sincere
collective-try, they all could realize
whatever they are aiming at. Indeed, the
buzz was: “when others could do, we could
also do—do better even”.

This unique strength of these Chairmen
lent ‘credibility’ to whatever they
attempted and in the process
accomplishment of the tasks such as
demanding performance that could
deliver the sought-afterresults, building
of values and their reaffirmation and
building effective teams and developing
them for tomorrow have become a
cakewalk.

And interestingly, all the Chairmen of
ISRO have had long innings to make a
meaningful contribution and almost all
of them came from within the space
community and importantly always
appreciated what their predecessors have

done and indeed taken it forward to its

always had an unwavering ‘vision’ that
obviously afforded ‘strategic clarity’ for
the team to aim at realizing the goals.
The early associates of ISRO—Vikram
Sarabhai, Satish Dhawan, U R Rao,
Brahma Prakash, AP J Kalam, E V Chitnis,
Vasant Gowarikar, Pramod Kale, K
Kasturirangan and other pioneers—all
evidently fired by a ‘national purpose’,
have dedicated their lives for the cause
of mastering the space with indigenous
technology.

The founding Chairman, Sarabhai—
essentially alover of fundamental research,
who realized the need for establishing
aninstitute of management for supplying
effective managers to Indian businesses
for making them productive—as though
taught by the Austrian economist, Joseph
Schumpeter?’” who made a fundamental
distinction between invention: discovery
of new techniques, generally performed
by the inventor; and innovation: the
practical application of an invention in
production for the market whichis usually
done by an entrepreneur—sown the right
seeds at the verybeginning of the journey
of ISRO tobuild a sustainable link between
these agencies. Encouragingly, this
philosophy continued to interest the
succeeding Chairmen too. And the results
are there for us to see: it has paved the
way for smoothly taking forward the
vision of India’s space program with such

‘shoestring’ budget even.

27
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Sarabhai, asa Chairman, could think about
peoplelongbefore the decision on filling
ajobhas tobe made and independently
of it even. His decisions about people
essentially reflected his urgency to
maximize the strength of the organization.
To startwith, he was willing to select people
more for what they can do rather than
be solely guided by what the job requires,
or what the qualifications one is tagged
with. Helooked for performance—“What
does he contribute?” “What can he do
uncommonlywell? not conformance. And,
by and large this trend appeared to have
been continued by the successive
Chairmen as a result of which we see
ordinary people hailing from ordinary
institutes performing extraordinary deeds
inISRO.

Collegiate atmosphere is the in-thing of
ISRO. Paying tributes to Dhawan, Roddam
Narasimha said that Dhawan held review
meetings pertaining to technology
developmentinan openand transparent
atmosphere where it had almost become
atradition that the junior-most engineer
could ask awkward questions to senior
project leaders. And Dhawan, who often
described himself as a teacher, was known
to invite even leading professionals from
outside ISRO to participate in such
technology review meetings. Dhawan,
being an extraordinary sdentist, was known
to ask very detailed questions, perhaps,
withan interest to unearth several options
to solve a given problem. And every
problem was tackled by analyzing all the
options before picking up the best option.
Such traditions besides obviously paving

the way for the organization becoming

alearninginstitution, also helped to foster
team spirit.

ISRO is the most open and transparent
organization where failure is discussed
openly to unearth the reasons with the
sole objective of correcting them rather
than to punish the cause. For instance
when SLV-3 flight in 1979 failed, the
Chairman took personal responsibility
for the failure but did take up failure
analysis to make the next flightin 1980
successful. Similarly, when the consecutive
failure of ASLV flightsin 1987 and 1988
threatened the confidence of launch
community, Rao stood by the community
but at the same time carried out failure
analysis threadbare, the inputs of which
ultimately made the subsequent launch
carried outin 1992 fully successful. That
kind of leadership obviously made
engineers and scientists never tobe afraid
of honest failures. And, failures never
deterred them from dreaming big too.
The mostunusual thing tohappenat ISRO,
buta pleasant one tolive with, is the least
amount of red tape. One may say that
its absence in ISRO is no wonder, for it
cannot penetrate, say forinstance, when
the countdown starts for launching a
vehicle, there would be no room for taking
shelter under funnyrules. But the truth
is, red tape does not walk in on its own,
rather it is the people manning the
business who invite it in for obvious
reasons.

‘Emphasis only on performance’ is the
mantra of ISRO for managing human
resources. This has obviously kept the
morale of the young and aspiring scientists
and engineers highwhich fact well reflects

inISRO’s achievements.

76

EFFECTIVE EXECUTIVE @ Vol. XVII, No. 4, 2014




® Team spiritis the hallmark of ISRO. The
leadership succeeded well in effectively
harmonizing the efforts of all the team
members towards a common goal and
realizing the objective. And, itisnot once

or twice, project after project we could

see thishappening asa matter ofa ‘given’.

Indeed, we experience this phenomena

watching the photos released by ISRO after

launching avehicle with significant payload
that exhibitvisibly excited menand women,
youngandold, traditional and conservative,
atheists and theists but truly a replica of

India, allenjoying the success of their efforts

to the hilt withwide opened eyesand broad

smiles. And, this speaks well of the

leadership across the hierarchy.

The greatleaders that the ISRO had the luck
to have are known to see themselves as not all
thatimportantbut felt the need tolook beyond
themselves and build an executive teamand craft
a culture of performance based on societal needs
that do not rely on any single leader. Knowing
fully well that integrity is an important aspect
of leadership, its demands on the systemin terms
of measurement, accountability, visibility, and
active participation was never unfair, which
obviously encouraged every employee to give
his might willingly hoping for his due share of
benefit as an automata. Above all, its leaders,
besides being themselves fired by ‘national-
fervour’, were often found fretting over how to
instill a sense of purpose and honorable
inquisitiveness into organization so thatit could
live beyond their own time. The value system
that the pioneeringleaders created had thusinfused
ability in the system to bounce back from failures,
even from catadysmic catastrophes stronger than

before.

Nevertheless, looking to the skirmishes that
recently appeared in press about the differences
among the past and present top associates of
ISRO, one wonders if that kind of leadership
hasbecome history. In an organization like ISRO
where the phenomenon of work shifting from
‘hands to mind’ is so nakedly visible, it is all the
more necessary to further strengthen the
practice of ‘soft-HRM'—motivating knowledge
workerswith “vision, culture, structure, strategy,
and processes” rather than merely with
contractual rewards. That is where ISRO should
think anew: Leaders must become more “a
shepherd, staying behind the flock, letting the
most nimble go onahead, where upon the others
follow, not realizing that all along they are being
directed from behind.”

To conclude, it must be said that the set of
rules that bind the scientific institutions of the
government are the same for the ISRO and the
others; yet, ISRO could deliver amazing results.
It thus calls for an in-depth study of ISRO, its
incredulous performance, therole of leadership
in making ISRO what it is today and its style of
nurturing leadership in the organization for so
long and so successfully. The findings of such a
study would certainly help other institutions
to better their functioning, besides being of
interest to ISRO too, for as Jim Collins observed,
“Everyinstitution is vulnerable, no matter how
great. No matter how much you've achieved,
no matter how far you have gone, no matter
how much power you've garnered, you are
vulnerable to decline. There is no law of nature
that the most powerful will inevitably remain
at the top. Anyone can fall and most eventually
do.” % For instance, recall if you have heard
anything about ICAR after Dr. M S Swaminathan?
Nor didwe hear anything significant about other

% Jim Collins (2009), How the Mighty Fall and Why Some Companies Never Give in, Random House Business Books,

London.
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institutions like CSIR, ICMR, etc. It is in this
context that the findings of such study could
help ISRO: to institutionalize its process of self-
improvement in such a way that it becomes a
way of life; to create internal competition with
demanding performance targets for the divisions;
build up such mechanisms that would not allow
complacency and stagnation to creep in; and
define its vision and mission in such a way that
itautomatically makes ISRO build for the future,

no matter who the leader is. Importantly, the

revelations of such a study are sure to enable
ISRO adapt a different operating logic such as
the one proposed by Rosabeth Moss Kanter®—
acommon purpose, along-term focus, emotional
engagement, partnering with the public,
innovation and self-organization —which is sure
toalteritsleadership and organizational behavior
radically and in turn enable ISRO “get better

and better”.=

Reference # 03M-2014-12-08-01

»  Rosabeth Moss Kanter (2014), “How Great Companies Think Differently”, Harvard Business Review On Point,

February-July.
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