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ABSTRACT

The article deals with the question which managemamlosophy is better, management
philosophy based on culture HOW or management gbyiby based on culture WHY. With respect
to this article, author used these techniques, ameantitative research, case methodology and
literature analysis. Consequently, from the resbarccan be predicted that most companies prefer
a management model which inclines more towardsnafy organizing and controlling than to
leadership. This approach is a part of the tradia management system through which the
organizational culture of “HOW” is implemented. Tlmdden costs of this model are apathetic
staff, lost revenues and mainly work-related streEeese factors, which cause a lack of
participation in the workplace, similarly lead toamlysis of innovation capabilities of most
companies. They negatively affect the overall petidily of the economy and cause considerable
social costs. However, there is also alternativenagement system based on the WHY culture. This
management system, which releases initiative, istigatand enthusiasm, was investigated in the
Toyota, FAVI and W. L. Gore. Author found out thiedse companies are able to eliminate the
negative consequences of the traditional managemmetel. The key features of this model are
trust, freedom and responsibility, all three of ahienrich the system with the ability to learn
iteratively from one’s own mistakes.
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INTRODUCTION

The stimulus for writing this article was a reséareport by Towers Perrin (2007-2008). The aim
of this study was to conduct a survey looking aplayee satisfaction in eighteen countries in the
world. The researchers succeeded in addressind®Q@&spondents. Subsequently, extremely
surprising conclusions arose from the researchstliironly one fifth of employees were fully
engaged, in the sense that they were willing thl fubrk tasks beyond their duties. Secondly, two—
fifths of employees were totally unengaged whilemaodtting work tasks. The remaining
respondents were included in the category charaeteby formal obedience.
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The question which arose while reading this repaas: what causes such low involvement of
people in the workplace? Looking at the prevailmgnagement ideology, where profit is the only
or main priority, the answer was offered direcBompanies often deal with an inability to define
actual performance and to identify the factors thif¢ct it. Most managers do not realize the
connection between involvement and performance.d¥ew there are several studies which clearly
demonstrate such a connection (see Towers Perfii, ZDO7 - 2008; Sisodia, Wolfe and Sheth
2007).

This article will extend the knowledge already raeel in previous studies. Therefore, it will
address the question of efficiency and performasmtg subsequently uncover the management
model which is taken as a consequence of the idgald classical management. Moreover, it will
attempt to map the hidden costs that this modalwes. It will also propose an alternative model
of management and governance that should mearncalraditural change in the conception of the
human in the workplace.

1 THEORETICAL BACKGROUND

There are many authors who deal with the differsregween leader and manager. One of the first
authors was Zaleznik (1977), who noticed that lea@®ad managers differ in their concepts. The
manager creates processes. The leader modifiesttherake work more interesting. The manager
restricts freedom, while the leader does the oppeshe gives space to others in an effort to pass
on to them a greater part of responsibility. Acaogdto Gardner (1990), there are six important
differences between manager and leader: 1. Ledniekst in the long-term context, 2. Leader
perceives relations in a wider context, 3. Worktleé leader is not defined by its function, 4.
Leaders focus on vision, values and motivatior,,éaders are able to satisfy various stakeholders,
6. Managers are dependent on organizations, o@#ms are dependent on leaders.

John Mariotti (1998) describes the influence of ldmder and the manager on human motivation.
People who are controlled, do only what they mustl@¢aders are able to get from their colleagues
extraordinary results. According to Drucker (1998)e leaders is a man who is able to bring up his
successor who will be better than himself. Thersfare can talk about real leadership only when a
leader leaves his organization and this organizatantinues to prosper.

A fundamental differences between leader and managee summarized by Warren Bennis
(1990). Some of them are listed in the followinigléa
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Table 1Differences between leader and manager.

Manager L eader
The manager commands The leader communicates
The manager administers The Leader innovates
The manager is a copy The leader is an original
The manager maintains The leader develops
The manager focuses on systems and The leader focuses on people.
structures
The manager relies on control The leader insprres t
The manager has a short-range view The leader loagaange perspective.
The manager asks how and when The leader asksantiathy
The manager has his eye always on the The leader has his eye on the horizon.
bottom line
The manager accepts the status quo The leadeeped it
The manager is the classic good soldief The leader is his own person.
The manager does things right The leader does the right thing.

(Source:own processing according to Bennis, 1990, 1994)

Some authors deal only with the leadership. Burt@32) described in his book known as
Leadership two basic approaches to leadership. Companies aaply transactional or
transformational leadership. Transactional leadpnsteans to achieve individual (separate) targets.
Transformational leadership aims to achieve commoals on the basis of mutual cooperation
through shared purpose.

Many authors deal also with the question whethereths a difference between management and
leadership. Kotter (1990) defines these disciplimeserms of their task. Management is about
managing complexity. It is a response to the emmageof large organizations. It brings order.
Leadership is about managing change. It is a resptm the new business environment which is
characterized by increased competition and greaséability. It is a source of innovation. Pascale,
guoted by Johnson (1996), understands managementas to exert influence and authority to
achieve average results. Leadership is the effodchieve exceptional results. Some authors, for
example, Kotter (2000), Senge (1990), Weathersb999}), come to the conclusion that
management represents control, while leadershimseieating a shared vision. These views are
summarized by Peters (1994) who builds on the aléBennis, Kouzes and Posner on leadership
and management. According to this author, an esse@ment of leadership is to develop a vision
and to live with accordance to it.

Views of many authors are part of the theories tiescribe the management and leadership in a
wider context. Selected theories are shown inalewing table.
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Table 2Theoretical background on leadership.

Theory Authors Description
Humanistic theory Argyris (1957),Human beings have internal apd
Maslow (1965),/ external motivation. The most effectiyve
McGregor (1960) form of motivation is internal
motivation. Leadership must elimingte
organizational barriers and create| a
working environment that will giv¢
people the freedom to realize th
potential in the interest of th
organization.

Integrative: Bennis (1994), BurnsTo lead and be led is an interactive
transformational, (1982) process of interdependence. Leadership
values-based transforms organizations by aligning
human beings and creating
organizational culture that encourages
free expression of ideas and opinions
Results-based Nohria, Joyce andThe authors examined more than 200
leadership Robertson (2003) managerial procedures to determjne
which of them are key to achieving
extraordinary results. There are fqur
primary processes: strategy,
implementation, culture and structure,
and four secondary processes: use to
talent, innovation, leadership and
fusion.
Cultural and holistig Senge (1990), SchejnLeadership is related to the ability |of
leadership (1992), Wheatley organization to create such environment
(1992) in which people can really grow as
human Dbeings. Mutual alignment
releases synergy between individuals,
organizations and environments.

D W
=

D

(Source own processing)

Theoretical background concludes an overview cgcdetl authors who understand leadership as a
service. It concludes particular Greenleaf, Fraked Spears (1996) a Frick and Spears (1996).
These authors define leadership as a service &r pople (employees, customers, community).

Qualities of the leader are the ability to listempathy and development of the community.

However, the author doesn’t want to examine ordygiestion of management and leadership. The
aim of this article is to explore these two apphescin the context of management philosophy,
namely philosophy HOW and WHY. There are not toccmliterary sources that would examine
various management practices through the prisrhese philosophies. The author found only one
source which partially describes these two typesnm@inagement philosophy. Morel (2007)
describes two types of companies, HOW companies/HY companies. We can understand this
description as a metaphor for different managgniatedures and practices. In other parts of this
work, we shows what these management concepts amehhow are affected by the management
and leadership.
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2 OBJECTIVES AND METHODS

The purpose of this article is to think about wafsnanagement in business organizations. Author
will examine two basic approaches to managementthaol impact on the effectiveness and
organizational performance. These two basic appemcwill be examined in context of
organization culture, respectively management pbjphy called as culture how and culture why.

Author will try to find answers to these questions:
1. What is better, to manage or to lead?

2. What does it mean how culture?

3. What are hidden cost of how culture?

4. Is there any alternative to how culture?

The first and second research questions fit int drea of performance measurement and two
important discipline of management. In the thireésfion, author discusses about the limits of how
culture. The last research question deals with vations in the management system. The
effectiveness of the studied organizational modalléd a “HOW” company) will be evaluated
according to the performance capacity that comgaoan achieve by using rare resources (the
intellectual and creative abilities of human bejngs

2.1 Quantitative research

The article was supported by data gathered frormtijative research. Descriptive statistics was
used as the method for processing the relevant dateept it, the statistical correlation in
contingency tables were analysed by Pearson statiBt-value is being compared with standard 5%
confidence level. Lower value of tested criteriartlconfidence level leads to rejection of the null
hypothesis. The null statistical hypothesis claithere is no association between variables.
Calculations have been performed in Excel. Taldb@vs the details of this research.

Table 3Characteristics of quantitative research.

Statistical sample: About 850 organizations were approached; fifty-sbmpleted questionnairgs
were returned. The frequency of organizations bg:si
. 20 % large enterprises, 43 % medium-sigaterprises, 21 %
small enterprises, 16 % microenterprises.
. The survey return was 6.6%.
Characteristics of the The respondents were employees at the level oflealtd upper management.
respondent:
Evaluation and form Data were organized into absolute and relativeuieegies. Inductive statistids
processing: were not used because of the small size of théstitat sample and the loy
return of questionnaires.
Data collection Interactive questionnaire
techniques:

(Source: own processing)

In light of the number of addressed respondents, ahithor attempted to ensure a sufficient
representative sample. He estimated the necessamyah sample size using the following
relationship:

Z’p(1 —p) (1)
n = 42
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If we require 90% reliability with a permissiblerer of 11%, then the minimum number of
surveyed respondents is the following:

1,6452 £0,25 (2)

1= ———— =55,90960744

0,112

According to the calculation above the minimum nemlof surveyed respondents for a
representative sample is 56. Of the total 850 caegacontacted, exactly 56 surveys were
returned.

2.2 Case methodology

To accomplishment of the current research, it lnhused the case methodology. This is done to
the main objective of finding and describing seddatompanies which use alternative management
philosophy to the culture how. The author focusedioee organizations with specific features of
management, namely Toyota, FAVI, and W. L. Gore.

Author has analysed various information sourcesubtese companies. Attention of author was
focused on the attitudes of these organizatiorthégpeople and their motivation. Based on these
attitudes, the author described the managementlnobdeese companies and their specific forms
of organization.

3 DISCUSION
3.1 To manage and/or to lead?

Most of today “s companies prefer the term “to ngafighan “to lead”. As Table 4 shows, the

relationship between leadership and managemertasacterized by the ratio of 1:2 in favour of

management. The fact that most companies prefeageament is not strongly dependent on the
size of the company (as Figure 1 shows, managiddeauing only closely approach each other in
micro-enterprises). There is not a significant pwsi relationship between company size and
management and leadership (p-value is higher tiaodnfidence level).

Table 4The attitude toward management and leadership

Micro- Small Miidzlg(rjn- Large
enterprises| enterprises . .| enterprises| p-value
- : enterprises in| ~ .
in % in % 0 in %
Y0
44% 75% 75% g0, | 0:765505984
To manage
56% 25% 259 180, |0:412114051
To lead

(Source own research)
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Figure 1Management and leadership in context of company sz
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(Source own research)

Managing is related to the concept of managemeatdiscipline strictly focused on the results of
measurement and thus it is more oriented on theltseaeeded for the evaluation of its own
performance. In terms of time, management examiaet®rs that are bounded by a short—-term
perspective. This characterizes the lower limipefformance. On the other hand, the principle of
leadership focuses on areas that are typical ®ughper limit of performance. It contributes to the
formation of results that fit into a long—term pgegstive. By using the words of Peter Drucker
(2002) and Warren Bennis (1994), “to manage meartotthings right, to lead means to do right
things.”

The performance of individuals, businesses, angkgoas a whole is directly affected by these two
principles. Covey (2010) explains the importancéhese two principles and their application in the
context of a story about a group of people plaaceé mysterious island. These people want to get
to a particular destination. The planners atterapiréate a plan and devise a strategy according to
an old map. They measure time by a stopwatch aitl,thhe help of organizers and supervisors,
they watch over the ordinary workers using machietesder to hack a way through the vegetation
fast enough and in the desired direction. If theyrkwaccording to the plan, they are rewarded
appropriately; however, if not, they are punishedoadingly. In this group, there are also people
with leadership abilities. One of them climbs thbeist tree, looks around, and shouts: “We are on
the wrong island!” The whole group is so busy vaterative work that they do not hear him. The
man continues to scream and therefore the manauareely, the planners, organizers, supervisors)
silence him since they are too engaged in theiragement procedures to listen. “Be silent,” they
say. “We are still moving forward.” This metaphared not involve only the diversity of the central
principles of management but also touches on timeipal foundation of performance, its concept
and importance. Therefore, if the concept and nmgaof performance change according to the
approach to management, we can, according to Kaarzéd?osner (2003), see two basic levels of
performance in the meaning of the two rooted wor@s,management and leadership. These two
basic levels of performance are namely to managgsh(in other words, to achieve the realization
of things) and to get to certain point (or to focus
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3.2 What does it mean “HOW” Culture?

Most large companies are organized on the badsi@aucracy. This assumption is confirmed by
own research, according to which eight out of tergé organizations operate on the basis of

bureaucratic structures (see the table below). ysmalof the data also showed that there is not a
significant positive relationship between compaizg sind basic forms of organization.

Table 5The prevailing organizational structure.

. Medium-
Micro- Small sized Large
enterprises in | enterprises ) enterprises| p-value
: enterprises| .
% in % 0 in %
in %

Bureaucracy 33% 33% 71% 82% |0,273611444
Discipline 67% 67% 29% 18% [0,133871793

(Source own research)

Figure 2The prevailing type of organization.
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In this context, we can talk about “HOW” compani@dorel 2007). A “HOW” company is

characterized as a bureaucratic institution in tvlpeople have to follow many regulations. The
coherence of these companies is ensured by a dwete®rk of commands and controls. The
original assumption of this model is based on theillingness of people to work. Therefore, the
aim of management is to tell people how to do theirk (control) and constantly check their
activities (manipulate). This model was createc dime when the world gave birth to the first
modern business organization, i.e. in the middlenwofeteenth century (Drucker 2002). For
businesses at that time, this step meant an ensrinorease in the productivity of manual workers
and an enormous increase in their performance @ruz001, 2002, 2004). Subsequently, this
increase in performance economically transformes winole of western society. According to
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Angus Madison (1991), from 1820 to 2001 gross inegrar capita in western countries increased
about twenty times.

However, performance was primarily understood imgof economic growth. A “HOW” company
identifies itself with industrial age. According this equation, profit is always in first place
followed by people (Hamel 2013). Working conditiomevailing in “modern” companies at the
height of the industrial revolution were very siamilto the working conditions that prevail in
manufacturing plants today — and not only in theettging world, with its “sweat shops” and child
labour (Carney and Getz, 2013). In both casess#me management model is implied. In this
model, there are people who have the right to @icftm give precedence) and people who have a
duty to listen and obey (to conform).

3.3 What are the hidden costs of the “HOW?” culture?

Nowadays, the topic of managing for “three perceist’becoming an increasingly discussed
problem (Carney and Getz, 2013). These managersidshatroduce new rules that limit
undesirable behaviour in 3% of employees. Howeese rules have a subsequent negative effect
on the remaining 97% of employees. We cannot berised by the traditional manager’s thinking
when talking for instance about the problem of thefthe workplace. In this case, the manager’s
suggestion might be to introduce measures to seatobmployees even though the problem is
related to only a very small minority. The hiddescial costs of this precaution would be the
dampening of the initiative and involvement of ethployees who were affected by this decision.
And the fact that this is not unusual is demonsttah research by Towers Perrin (2007 - 2008),
which revealed that only 21% of employees werey/temgaged (see also Hamel 2013). Research by
the same company two years later revealed thatabowt 14% of employees felt engaged in their
work (Tower Perrin, 2006; Hamel and Breen 2008)tHe case of involvement while meeting
corporate goals, the initiative of employees isneweeaker, as shown in research by Haris
Interactive. S. Covey (2010) makes reference te tbsearch in his bookhe 8th Habit(see the
table below).

Table 6The involvement of workers while meeting targets.

Frequency of
positive answers

9%

Questionnaire survey (n = 23 000)

Do employees realize their organizational goal& wit
engaged passion?

(Source Covey, 2010)

Low interest among employees indubitably leadso&t income. These kinds of costs arise from
low performance capacity — employees simply dopgotorm extra tasks. The level of commitment
among employees does not only affect the interpatations of the company. As illustrated in one
study, 73% of customers went to a competitor dubeansufficient engagement of the company or
its employees (Carney and Getz, 2013). Thus, wbeking at the ability of companies to make a
profit through the prism of engagement, we can olesmteresting results. According to one survey
(Tower Perrin, 2007), it is proven that companiéh \wvolved employees can increase their profits
in the long—term (in the monitored companies, therage operating profit increased by 3.7% over
a period of 3 years). However, the companies witimuolved employees had reduced profits (in
the same period, profits decreased by an averag@pf

Parkinson’s First Law, which affects all organipas, increases with the size of the organization.
As companies increase in size, they not only haveldal with bureaucracy (see Fig.2) but,
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moreover, also need to reflect on two related mmisl The first problem is called creeping
inefficiency. For a small company, the ratio of ragers to other employees is typically 1:10 (9%
of employees are managers); one superordinatecisarge of 10 subordinates. For an organization
with 10 000 employees, due to Parkinson ‘s First,Lihe number of leading employees and
managers may increase up to 1 250 employees aeckfdhe, the ratio of managers to other
employees is reduced to 1:8 (11% of employees areagers). Supposing that the manager’s salary
is three times higher than that of his subordinaitesan be quantified that the salaries of the
managers represents 38% of the total wage costhelfirst example with small companies, the
salaries of the managers represent 27% of totaésvag

The second problem is related to the oppressiv@sghere that “HOW” companies create. Our
own research shows that, in general, the so-calletivation pressure system predominates in
companies, a structure which significantly contrésuto a culture of fear and mistrust (see
following figure). Motivation pressure system catsiof force factors which comprise the survival
factor, the fear factor and the money factor. Matimn push system consists of inspirational factors
which comprise the enjoyment of work, praise, agiftr®alization. According to the values of the
test criteria, we can state that there are nasstally significant differences between compaines
and difference factors of motivation.

Table 7The prevailing motivation in practice.

. Medium-
Micro- Small sized Large
enterprises| enterprises . enterprises p-value

. . enterprises| ~ .

in % in % in % in %
Survival factor 0% 17% 13% 27% 0,442678938B
Fear factor 0% 8% 8% 9% 0,701885758
Money factor 67% 83% 88% 91% 0,93600229
Enjoyment of work 22% 17% 21% 9% 0,873679018
Praise 33% 33% 33% 36% 0,999022899
Self-realization 56% 33% 25% 36% 0,298429096

Figure 3Factors of motivation in practice.
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(Source own research)
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The result of this atmosphere is so-called worktssl stress (Atkinson 2000; Cartwight and
Cooper 1997; Cortina et al. 2001; Wojcik 2001)eSd#ris activated by so-called stressors that cause
a feeling of physical and psychological threateSt¢ors can be personal conflicts, unrealistic goals
psychological bullying (being mocked or isolatedr €xample), a feeling of injustice, or various
forms of force motivation (see Neuman, 2004). Stremy also appear in situations in which
employees lose control over their work. Work becsmeen more stressful when employees do not
have sufficient freedom and space to make their dagisions. A sense of hopelessness emerges
afterwards. In most cases, growing emotional stlesds to the collapse of goals and corporate
vision. However, work-related stress affects nolydarge organizations. It is an unintended
consequence of the “HOW” organizational culture,iothcan be applied in any organization
regardless of its size. This culture prefers obezhebefore initiative. It appreciates uniformitynda
agreement) instead of originality (and disagreeieimals react to stress by escaping. People
react to it simply by avoiding other people or dediag situations that cause stress. Therefore, it
can be assumed that apathy at work is influencestiegs. According to The National Institute for
Occupational Safety and Health, 40% of US employgessubject to stress at work (comparison
with the motivation survey is essential and itaihssare shown in the table below). In light ofsthi
there exists a legitimate suspicion that work-eslattress causes so-called civilization diseasgs su
as headaches, anxiety, stomach cramps, loss ofnand many others. Therefore, it is not
surprising that stress at work is the reason f@r@pmately 80% of visits to general practitioners
(Carney and Gets, 2013). What is then the totsi cbwork-related stress to the economy? In the
case of the UK, it is estimated that, due to strétss economy loses 40 million working days per
year and seven billion pounds spent on health @4sady, 1999). According to Gallup research in
2006, unconcerned behaviour and disengagement ccdmgestress creates an annual loss of
productivity to the US economy amounting to 32&dmil dollars.

3.4 Is there any alternative to “How” culture

Work-related stress is the most important sourcéidflen costs with respect to the traditional
management model. Not only companies but also icdal states have to deal with it. According
to the US Bureau of Labour Statistics, the annoatscassociated with work-related stress are 10
000 dollars for each individual employee. The stoflyork-related stress is closely related to the
subjective feeling of the loss of control over at@i@ situation. So what does it actually mean in
terms of the prevailing management system? “HOWfganies apply the technology of traditional
management. It is based on the assumption thalgaop naturally lazy and do not want to work.
Therefore, this model uses techniques that arendetd to stimulate (activate) human beings to
work. The backbones of this model are commandscanttols that restrain the feeling of freedom
(and responsibility). The “HOW” culture deliberatedeprives its employees of the possibility to
choose and thus increases the tendency of worersperience stress. Companies that apply the
traditional management model to the imaginary hadna of human capabilities, try to put an
emphasis on obedience, diligence and intellectRepet).
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Figure 4The human capabilities in context of culture Why.
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(Source:own processing.)

The hierarchy of human capabilities is similar tasibw’s pyramid of needs. For human beings,
higher order needs are combined with greater mdivaand satisfaction. For companies, human
abilities are assessed according to the benefitsndividuals to the whole group (personal
performance). In the workplace, people can preg@rmselves by various abilities as indicated in
previous figure. When analysing the hierarchy ahln capabilities, one question arises and that is
whether, in addition to the tradition model, arealative model of management can coexist. This
alternative model is capable of placing human tédiabove the level of obedience, diligence and
intellect. In this imaginary model, words such amity or misappropriation would lose their
meaning. Its aim is to humanize the organizatiem&ironment. Yet, an important question remains
unanswered: are there any companies in the busemes®nment that could become prototypes of
companies applying the “WHY” culture?

Cultural reversal.
Example 1: Bureaucracy with a human face

When searching for a prototype of the “WHY” compamye can start with a brief analysis of
Toyota. This company, straddling the border of botittures, has an undoubtedly bureaucratic
structure. All processes are planned to the smalktgil. Each employee is governed by predefined
working procedures in order to complete a givek taghe most efficient way. Consequently, very
strong standardization is obvious. The central gyie of the company is efficiency, which is
ensured by a management technique knowmasagement through proceduresAll processes
must be measured and controlled. What makes thmspany different from other similarly
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bureaucratic companies is its approach to ordiramployees. These ordinary employees are
governed by procedures which are not constructeexpgutives but by the employees themselves.
They have only one aim, which is perfection. Eveeyas governed by the procedure only until
he/she discovers a new and better procedure. Tnergirocedures are not enforced by the head of
a certain department. Meeting the goals of proeslisr dependent on the employees themselves. In
the case of Toyota, effectiveness as a centrabvalaccomplished bgutonomy. This autonomy is
used by employees and teams in order to adjust waiking environment. Toyota believes in
people’s willingness to learn and this is the cldiffierence in contrast to other bureaucraciesyOnl
through this idea is Toyota able to strengthenattnority of ordinary employees and create a
cultural environment that values initiative.

Example 2: Management philosophy based on asking gstion WHY

An even more interesting example of the transifiem the industrial model to a model of the
WHY culture can be seen in FAVI. Originally it wasbrass foundry which was typical of the
industrial era until J.F. Zobrist became its dioeciAfter he joined the company he realized that a
huge difference exists between the real economyicfwincludes opportunity costs) and the
corporate economy (which works only with the explaosts). He was inspired by an experience
with one of his employees who wanted to changeolisgloves for new ones. Zobrist found out
that this exchange took place according to a cledefined procedure. If a worker had damaged
gloves, he had to show them to his manager, whddyauturn, furnish the worker with an order
form for new gloves. Subsequently, the worker hadisit the store, where, on the basis of a
correctly submitted application form, he receivenvrgloves. The entire process of replacing old
gloves with new ones took approximately 10 minuisbrist calculated that the cost of operating
the machine used by the worker was 100 dollardiper. From this calculation, he determined that
the changing of gloves resultedopportunity cost®f 17 dollars per hour. The gloves themselves
cost less than 10 dollars!

This “economy” persuaded Zobrist to re-evaluate Fadriginal management philosophy. A new
management philosophy was created, based on tadhdethere are two types of firms:HOW”
company and a“WHY” company . FAVI was an example of a “HOW” company. Accordittg
this model, it is usual to tell employees what ¢ kow long they should work, and when to go to
work. Obviously, at FAVI, this behaviour had twonsequences. Firstly, employees were evaluated
according to all possible scales (number of hoursked, number of units produced, etc.) but not
by the scale which is really important (customeisgaction). Secondly, employees did not have the
opportunity to influence their work routine. Thegm, figuratively speaking, bound by ttleains

of bureaucracy (a change had to be approved by a manager, wheohsekk the approval tdis
manager, and so oad absurdur By its transition from a “HOW” to a “WHY” compan FAVI

had to learn to ask different questions from thesothey had been used to asking for decades.
Thousands of HOW questions were replaced only kg qmestion: WHY? The new emerging
culture at FAVI no longer wanted to dictate toetaployees about how they should do their work.
It gave them greater freedom with the proviso thay had to learn to ask the question WHY? In
the case of FAVI, asking the question WHY chandeddverall focus of the company. As a result,
its approach to performance changed, too. By ugiagjuestion WHY, all corporate efforts began
to orientate toward one central point — the custoribis cultural change turned attention away
from narrow specialization, strict qualification,nda a particular department towards the
performance of the whole. And the consequencekisfchange for the company were radical. The
time clock was removed. The new management corneédpts employees not to consume time but
to produce results. According to the new model,HRedepartment was closed due to the fact that
people were no longer seen as machines but as hbeiags with specific psychological and
physiological needs. Production also underwentrsgwdanges. It was restructured into units that
formed self-managed teams with approximately 24leyeps (an organization that was similar to
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the self-organization of workshops applied in tr@a88Shoe Company). Every production team was
responsible for a specific customer and a tailgnextiuct. The attempt to change the management
model led not only to the invigoration of autonommyindividual workplaces but mostly to the
elimination of a formal hierarchy. Each team wake ddwth to choose its own leader and to dismiss
its own leader. In general, the transition to tkevmmodel has brought significant results. From a
long-term perspective, the company has been abilediace prices to its customers by about three
percent per year. Over a period of twenty-five ged@rhas never experience delays in delivery. It
has become the European leader in the productiahitifforks for the automotive industry. The
size of its market share is reflected in the faet tone half of cars produced in Europe have shift
forks produced directly by FAVI. Finally, the commpahas introduced entirely new products
manufactured from brass, which have been expoot&hina.

Example 3: Organizing without formal hierarchy

W. L. Gore was named one of th#00 Best Companies to Work Fon the US by FORTUNE
magazine. In addition, another magazine knowas Companynagazine named Gora one of the
most innovative companies in the world. This conyp#otused on the production of more than
1,000 products in four divisions (electronics, test consumer products, medical products)
certainly attracts attention. It employs about 00,@ssociates around the world. It was founded in
1958 by Wilbert (Bill) L. Gore. This chemical enger left his employer, DuPont, to set up a new
company that will be built on a unique organizagioprinciples applied in the DuPont laboratories.
Based on work experience from DuPont, Bill Gore enaefined three important organizational
principles on which he wanted to build his own camy First of all, people achieve the best
results when are organized in relativelyall groups Secondly, these small teams mustn’t be
organized on the basis of the hierarchy. It mehasteam members mus¢ equal Only then they
will identify with team goals and fully engage. Tdiy, the success of the projects is bound to the
two important principlescooperation and freedom If people do not have the opportunity to
choose what they want to do, they will not be matidd to achieve the best results.

Due to the nature of the company's founder, tharoegtional culture was influenced by Socratic
Method, i.e. rather asking the questions than pising the right answers. Thanks to this,
communication was imbued with dialogue. GraduadBople working in this company has changed
the terminology describing the reality of their quany. In W. L. Gore, there are no employees.
There are the associates. There are no job pasifidrere are the work commitments. There are no
managers. There are the leaders. Leading positisasafrom the natural hierarchy which is given
by the so-called goblet of trustworthiness(i.e. the ability to meet the commitments) anié\al

of competencgknowledge and skills that are used in favourtbeos).

A typical feature of Gore’s culture is also seldipline. This cultural element replaces to a large
extent the traditional management based on the @msmand controls. Management model takes
on the character of self-management. Each workeorbes a boss himself. The culture of W. L.
Gore does not value obedience. This cultural elémeplaces to a large extent the traditional
management based on the commands and controls.gketaeat model takes on the character of
self-management. Each worker becomes a boss himBe#f culture of Gore does not value
obedience. Conversely, the work environment engag@ersonal initiative and willingness to take
risks. This willingness is reflected special mamaget approach called leading to mistakes. The
mistakes are not understood as a failure of theviohehls, rather it is a source of growth and
learning.

Nowadays we can see specific management modeisicaimpany which differs significantly from
prevailing managerial practices. Gore doesn’t vearka hierarchy where are decisions directed from
top to bottom. It works as kattice or network structure in which people can cooperate with
anyone within the organization to get what theydnhedo their work. There are no job functions
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which would restrict the thinking and acting of Wwers. There are even no employees as was said
previously. All the people working in this compaase the associates (in other words partners).
Each associate is co-owner of this company. W. breGdoes not operate on the basis of
subordination. This unique feature of Gore’s mamesge philosophy reflecthe commitment and
passion Each associate commits to the workwents to da Associates discuss their tasks and
duties with their colleagues. Work tasks can’t §&gned to anyone, tasks can only be accepted in
the form of a personal commitment. The company cpolis: All harnesses are personal
commitmentsBut it isn’t anarchy. At the point when the asatgccommits to something (element
of freedom), others expect from him (her) clearultss (element of responsibility). In this
management model, the freedom (the right to deddehects with responsibility (the commitment
to achieve results). And finally, W. L. Gore hashasses. It has only leaders who are not appointed
by top management, but rather their colleaguedal teader becomes the person who is able to
realize the challenging tasks and build efficiezagnbs. It means that you will become the leader in
Gore if others follow you.

Values and principles of W. L. Gore, confidenceeftom, responsibility, decency and waterline,
created a work environment that releases the hiideman abilities which are initiative, creativity
and passion. Due to these abilities, W. L. Goreea&s impressive innovation performance without
planning. A number of innovations were born by éijucoincidence, such as guitar string Elixir or
Gore-Tex material. The dynamics of innovation dsifiee time at work. Each associate has a half-
day off during the week. The working environmenedo the initiative, creativity and passion
resembles a marketplace of ideas in which propsneinbew ideas have been competing for time
of the best workers, and where workers are eaggirtdhe most interesting projects. No surprise,
therefore, that Gore enjoys excellent economicltesimd profit throughout its existence.

As evidently demonstrated by the experience of TayBAVI and W. L. Gore, it is possible to
create alternative management models in which theire encourages initiative, creativity and
passion in each employee. People engaged in tlesganies work in favour of the profit of their
company beyond their work duties. This is so beedlisse companies recognize the huge potential
that is hidden in people. The cultural featurelo$ tmodel is the belief that people together know
more that the smartest person among them. And istthe purpose of this model? To manage as
little as possible — in other words, to allow peof learn from their own mistakes.

4 CONCLUSION

The most serious consequences of the tradition@WH management model are the paralyzing of
involvement, the loss of income, and work-relaté@éss. These hidden costs are caused by one
factor, namely the lack of employee involvementhi@ decision-making structures of organizations.
“HOW” companies do not trust their own employeed are not willing to pass a large proportion
of “management” responsibilities onto their shoud€onsequently, this causes the suppression of
the intellectual potential of companies. Therefomest companies achieve low performance
capacity. An alternative to this management moslel management system based on the “WHY”
culture. In the Brazilian company SEMCO, this pdhoe is called participative management
(Semler 2011). The principal value espoused by eo@s that begin to apply this model is
freedom (and responsibility). In these companies, bureaucracy is replaced bylt@are of
discipline. Employees in this culture are encoudatfe experiment (examples of companies with
such a culture are FAVI, W. L. Gore) and to buil@riing relationships based on personal
commitments. This latter feature is evident in camips such as W. L. Gore or also Morning Star.
As demonstrated in several research projects $eaCollins, 2008), the difference between good
and great companies is related to the organizdtialidity to balance on the fine edge between
order (responsibility) and chaos (freedom). Ovethls means to build a culture based on personal
responsibility in which people are given considédleedom to realize their own ideas. To create a
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working environment in which workers are given ftem is not easy. It requires the ability of
organizations to build a shared vision, to deteemdperating principles, and to define core values.
Looking further into the business environment, wan see that there exist many interesting
companies that could become prototypes of the “Widthpany. Features of why culture can exist
in organizations that use innovative managementeiadgilt on the principles of trust, freedom and
responsibility. Some of these characteristics vasren by other authors at the companies, which
include Semco, Morning Star, Google, Apple, Whotods Market, IDEO, Harley-Davidson or
also SOL. Therefore, further research will be feclsn the analysis of companies that apply the
principles of trust, freedom and responsibilityesh being the typical values of such a new and
innovative management model.
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