Business Studies 1
Management by Objectives

Management by Objectives is still alive and kicking?

Management by Objectives (MbO) is almost not a theory anymore, to hear many managers talk. It has become accepted as the only way to manage. In fact, what is taken to be MbO in most companies is a very watered down version of what was once put forward as the ultimate break-through in running organisations. 

The idea that clear objectives could be set and agreed, monitored, trained for, measured and rewarded seemed to bring together both the classical school of management (measurement, process – Taylor and others) and the human relations school (involvement, enrichment – Herzberg and others). Whatever its benefits it seemed to become out of date.

However, George Obidone, one of the most astute users and critics of MbO, now holds that it is applicable mainly to those jobs which can be measured in numerical outputs - profit, sales figures and so on. Even then, the best sales people argue that it is easy to get good sales figures for one year. It is developing relationships with customers so that one can repeat them year over year that matters. Like many aspects of management, the applicability of MbO depends upon the situation. 

MbO is essentially top down. That is to say, the objectives are set, even when agreed, by a boss and a subordinate, so that the subordinate knows what to do. The boss's job is either to set the objectives or at least to ensure that they are consistent with the objectives of the team, his or her own jobs, the department and company at large. 

The theory

MBO aims to increase organisational performance by aligning goals and subordinate objectives throughout the organisation. Ideally, employees get strong input to identifying their objectives, time lines for completion, etc. MBO includes ongoing tracking and feedback in the process to reach objectives

What should objectives be?

Objectives should be SMART, i.e.

· S = specific, clear and easily defined

· M = measurable and quantifiable targets, tasks etc

· A = achievable, so objectives should be realistic

· R = Relevant and must not conflict with other objectives

· T = time bound, so they need to be within a specified period of time.

Objectives are normally:

· set by department, division, section or an agreed operating unit within the organisation

· focused on corporate objectives, which allow employees to see what is required

· easily measured and understood by all involved

· constantly reviewed and updated

Some questions

a. What is meant by the term ‘management by objectives’?

a. Outline the main characteristics that objectives should have.

a. How are objectives normally set?

a. Is there a connection between management by objectives and other forms of encouraging employees?

Some suggested answers

1. Management by objectives means the setting of objectives that strive to deliver the main ambitions of the business and then letting those who are charged with fulfilling these attempt to do so without constant monitoring.

2. Objectives should normally be: specific, measurable, achievable, relevant and time bound.

3. Objectives are normally set against certain criteria, these include being set by specific departments or parts of the organisation, being focused in such a way as to move employees towards common goals, being used as targets for personnel performance and review and being capable of changing according to circumstances.

4. Management by Objectives fits into a number of areas of modern business thinking. These include allowing more flexible organisational systems to be introduced and the concurrent need for grater delegation. Enrichment, enlargement are also enhanced by affording individuals and teams greater freedom to control their own working environments. This will feed into motivational concepts and encourage the greater use of empowerment. So, as with much of business its part of a ‘blend’ that is focused on assisting employees to produce the quantity and quality of work needed to remain profitable in ca competitive world.

