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Date: 10-Apr-1989 01:27pm EDT
From: Ken Olsen
OLSEN.KEN
Dept: Administration
Tel No: 223-2301

TO: See Below

Subject: PROBLEMS OF PARTICIPATORY MGMT. IN AN INTERACTIVE ORG.
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Thirty some years ago when Digital started participatory
management was the academically accepted way to run an
organization. It fit in well with McGreggor’s Theory Y
management. It was very natural for Digital to be built upon
these concepts.

The concept, at least from Digital’s point of view, was that
mangers and team members should have the opportunity to
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part of having e motlva ed. is also_based on the

assumption that, most likelx, the¥ know more about the subEect

an senior management, an irdly, when ings don't wor
according to an, ey make sure that things work out well, even
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These concepts worked out very well, but, in time, _two problems

developed. People felt they had a sacred right to participate in
other peo 1E7E‘333TET"TﬂEy-spEnt—mUrE-tTmE'WB???TE%‘EBEEF"EHE?’“
EESETERE-STEEE'Eﬂﬂ'prOJects than their own and were greatly
frustrated because, regardless of how hard they worked, they were
not able to turn off other projects or turn them around or change
them to their suiting. This, of course, was not in the theory of
participatory management where one is given the right to, not

set, but take part in the development of his own goals, but never
was it stated that you have a right to form other people’s goals.

The second problem developed when people developed the idea that
This mean . | ive organiza Tike Digital
where everyone is 1nterdependent on everyone else, anyone could,
by simply saying no, stop anyone else’s project. This, of
course, is not part of the theory. At the budget and planning
time, every group budgets all the things they will do and all the
things which they need, many of which are to come from other
groups. If the other group refuses to do them or proves that




they cannot be done, then the boss has two choices. He can tell
the service group that they are going to have to do what is
necessary for the first group to have a complete product or he is
going to have to turn off the first group.

If the budget and the plan for the organization is fixed and all
that is needed to complete each of the jobs or systems is
budgeted, it is not within the freedom of any group to
arbitrarily, on their own, drop their contribution during the
year. This may wipe out whole, major projects and even
commitments to customers.

It is, therefore, important that everyone with a project, such as
workstations, list everything that is necessary to make them
complete including, for example, a micro ULTRIX. If the ULTRIX
group doesn’'t believe in this and thinks it’s unwise, they can
talk management into not including this. If they are

successful, we may drop the workstation business, we may drop
portions of it, we may cut it back to the point where it’s not
worth doing, or we might talk the workstation group into the fact
that they’ll be successful without it.

I1f, however, in this example we decide we need a micro ULTRIX,
the ULTRIX group will have to do it. It is not their option to
say they don’t like the idea and they won’'t conform.

This participatory management does not change the budgeting
system. Every project has to have every component budgeted, and
every component has to be guaranteed to be there in order to make
every project successful. The fact that we believe in
partlclpatory management doesn’t change this and it is ridiculous
t roject managers have to convince ever roup on

ha re dependen 0 acce eir ideas and then
gontlnuouslv sell them on e ideas so they won’t shut it off.

There is indeed a third problem which is continuously an
undercurrent in a parEicipatory management organization, and that

is li t this theorv is very wasteful. If we had
c d, clear thinkin and aggressive management,
t all lans for the Corporation wi no

redundancy, no risk taking 1cation, and no competition

The biggest problem with this approach is that benign leadership

will never agree that any one person is that much smarter than

the benign leadership, and when it’s not clear which of the two paths
is to be taken, they are likely to pick both until the question

is clear. When the choice is between perfect wisdom and

motivation, they are likely to pick a motivated group rather than

an unmotivated group following perfect logic.

There are a few other obvious principles that have to be
understood to make the system work. The managers make the



commitment to do certain things for a certain amount of money
during the budget period. If any changes are made, the corporate
plan should be changed, and all those dependent upon the original
plan have to be notified. This seems obvious, but so often
people get so frustrated with managers because they can’t get
them to do new, additional things that they request. Obviously
they should request to have the new item budgeted. 1It’s obvious
it is not up to the manager to re-shuffle those commitments he
has to do things which are requested informally. Some of our
best managers absolutely frustrate the rest of the Company
because, during the budget year, they can’t get them to do
additional things. Now, some of them should probably be done,
but they should be done as a formal change to the original budget
and not something that they can request on an informal basis
without taking any responsibility.

Another obvious principle is that, if someone is committed to
i i which is dependent on others getting their

Wﬂ___.e_q__m_r% ,T_Es____B_E_..art
done, they have the very clear responsibilil 0 let managemen
Enow §E§§ EEE 3§b canno% be fquiT?éa Decause Of the railure or
change of a program by someon . 18 eir obligation to
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obligation to sell the other person, and they are not a failure if
they fail to sell. The overriding principle is that they must

notify management that the job is in jeopardy of failure because
ST a-lack o% COMMILMENT TYOM The other parcy.
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