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1051724 Lee Mulligan	ADTL02 Assignment 01

You are the HR director for a multinational organization whose corporate initiatives are aimed at developing trading and supplier responsibility, reducing the Impact on the environment, being a great employer and supporting local communities. Discuss and design a business model that will promote active compliance within the spirit of the law, ethical standards and where international norms may be achieved.
Before considering leadership styles of the organisation we must first understand some key strategic objectives, which give us a framework:
a. [bookmark: _Hlk535180809]Develop trader and supplier responsibility.
b. Reduce environmental impact.
c. Uphold high employer standards.
d. Support local communities.
e. Comply with the law and ethical standards; achieve international norms, where possible.
These strategic objectives will help us to understand the type of company we need to be, where we fit in the world, the culture we need to adopt – and the types of leaders and programmes required to get the organisation to that point.
Henry Mintzberg stated that ‘Culture is the soul of the organization — the beliefs and values, and how they are manifested. I think of the structure as the skeleton, and as the flesh and blood. And culture is the soul that holds the thing together and gives it life force.’
Organisational culture is how employees are expected to think.  It is their shared beliefs, values and assumptions. It is how work is conducted as a team, how members communicate, how they approach tasks, how they are treated – and how they treat their customers. Schein (1993) defined it as ‘A pattern of shared basic assumptions that the group learned as it solved its problems of external adaptation and internal integration, that has worked well enough to be considered valid and therefore, to be taught to new members as the correct way to perceive, think, and feel in relation to those problems.’
This culture can be expanded to not only involve corporate staff – but also franchisees and suppliers. McDonalds founder Ray Kroc applied the ‘Three-Legged Stool’ (3LS) business model:
[image: ]
[bookmark: _Hlk535085839]Figure 1: McDonalds ‘Three-Legged Stool’ Business Model.
The 2012 McDonalds corporate vision was ‘Our number one priority continues to be satisfying our customers' needs by serving great-tasting, high-quality food in contemporary restaurants…We will continue to build customer trust through our commitment to sustainability—including nutrition and well-being, a sustainable supply chain, environmental responsibility, employee experience, and the community.’ (McDonalds 2012)
Key to 3LS is that McDonalds see mutual transparency as a success factor as it builds trust between corporate staff, franchises and suppliers. The partnership culture sees information openly shared between stores and vendors.
With 1.8 million employees and 5000 franchisees, ‘The strength of the alignment among the company, its franchisees and suppliers, and employees has been key to McDonald’s success. This business model enables McDonald’s to consistently deliver locally relevant restaurant experiences to customers and be an integral part of the communities it serves. Plus, it facilitates McDonald’s ability to identify, implement, and scale innovative ideas that meet customers’ changing needs and preferences.’ (Nielson, 2013)
The Oxford English Dictionary defines Ethics as ‘The moral principles governing or influencing conduct. The branch of knowledge concerned with moral principles.’ In an organisational context, Cory (2005) stated that ‘Companies should behave ethically and be profitable in parallel, and even if ethics diminishes the profitability of the company, they should still behave ethically.’
Therefore, the organisation needs to have in place a code that defines the principles and standards for conducting business – and this should be factored into all decision making. But why?
The organisations main objective is to be profitable and sustainable i.e. make profits for shareholders, give good employment conditions to staff, pay taxes to the host nation - and meet consumer demands. By operating in an ethical manner, the organisations brand reputation grows and risk to the business is mitigated – as potential negative stories are avoided. 
These positive aspects do not come without a cost. Additional costs may be borne by the organisation due to partnerships with ethical bodies, ethical training of staff, specialist ethical consultants, ethical audits and rectification of issues highlighted by audits.
Key ethical areas for the organisation to consider are: abortion, capital punishment, contraception, euthanasia, female/male circumcision, forced marriage, same sex marriage, slavery, performance enhancing drugs, torture, war, lying, bullying, sexual harassment, racism, animal rights, deceit, exploitation of children/poor, testing on animals, worker/public safety risks, GM foods, human and sex trafficking.
This ethical approach should not just be confined to the organisation – it should also be instilled into suppliers and partners. Risks to the organisation of outsourcing are a lack of transparency with suppliers, breaches of labour laws and products produced in dangerous environments. The organisation must therefore be careful to ensure that suppliers and partners do not breach ethical law on the areas highlighted above.
Nike fell foul of such issues from the 1970’s to the early 2000’s and, ‘During this time, Nike was targeted by numerous protests concerning labour practices in the overseas factories where its shoes are manufactured, and for years the company turned a deaf ear…But by the late 1990s, following high-profile protests at over 40 universities that held contracts with the company, Nike began to change its approach. In 1999, Nike adopted a code of conduct to govern its suppliers and over the next five years it conducted more than 600 factory audits to assure that its standards were being met. Today, Nike is ranked at the top of its industry in Fortune’s Most Admired Companies list and may be the most activist-receptive company in the retail industry…’ (Soule, 2009)
Likewise, whereas Walmart was ‘…the most often sued company in the US…’ and in 2004 ‘…2 to 8% of Walmart’s consumers have stopped shopping at Walmart because of the negative publicity’ – it is now ‘…an important emerging private actor in the transformation of law-making in the CSR field, referring to it as a “global legislator”.’ (Torres et al, 2012). 
So, corporations are now leading the way and influencing law-making on a global scale! This demonstrates that companies are increasingly sitting up and taking note of ethical issues.  Having a Corporate Social Responsibility Policy enables organisations to differentiate their brand, attract key skills and motivate employees, avoid claims and negative publicity, gain market share…and meet stakeholder’s expectations.  This results in reduced costs, with increased sales and profitability. Ultimately, they are aware of the impact on their bottom line.
Organisations now operate in an environment of increased legislation and regulation. Examples of these include the Financial Services Bill 2010, ‘GPDR’ and Health & Safety at Work Act 1974. These regulations can significantly increase the workload on an organisation, however in the long term they can be extremely beneficial. An example is British Sugar who, ‘…had an excellent safety record and was devastated in 2003 when it suffered three fatalities…the company recognised that a change in focus was needed to achieve behavioural change. This included:
a. the CEO assigning health and safety responsibilities to all directors, and monthly reports go to the board;
b. creating effective working partnerships with employees, trade unions and others;
c. overseeing a behavioural change programme and audits;
d. publishing annual health and safety targets, and devising initiatives to meet them. 
Results include:
a. A two thirds reduction in both lost time and minor injury frequency rates over a 10-year period.
b. much greater understanding by directors of health and safety risks.’ (HSE, 2018)
To give this some context, the average number of sick working days lost per worker in the UK in 2003 was 6.3 (ONS, 2018). A reduction of 66% lowers the average British Sugar workers sick days to 2.1 days per year – saving of 4.2 days per worker.  The company employs 9455 workers – and so saves 39,711 working days per year by improving its safety record. If the average worker works 46 weeks (230 days) per year – then this is the equivalent of employing 172 extra staff! It is difficult to see how employing a small number of extra health and safety professionals cannot be justified.
Despite this evidence, companies implementing new regulations face resistance from within – however strong leaders are able to address such issues. These leaders are needed drive the relevant changes through.
Power and hierarchy are important in determining how different people behave in a change situation. We therefore need to identify the organisation’s current culture and decide what type of culture we wish it to have in the future. Charles Handy (1976) classified organisations in terms of the relationship between the organisation and its employees. He outlined four different types of culture:
	Type of Culture
	Change Driven By:
	Operating Mode
	Delivers Best

	Role
	Committees
	Structures and systems
	Efficiency
Repetition

	Task
	Teams
	Shared Values
Ad hoc procedures
	Projects
Innovation

	Power
	Leaders
	Command
	Rapid response

	Person
	Individuals
	Personal creativity
Expert power
	Innovation



Figure 2: Culture and Change Strategy (Based on Handy, 1976).
Handy stated that role cultures can achieve small changes, but may be resistant to major changes, whilst task cultures are able to form project teams and are less likely to be resistant to change. The attitudes of individuals in the person culture will determine resistance to change – whilst a high-profile leader within a power culture will determine the amount of resistance depending on how well they communicate their vision. Cole (1996) stated that, ‘…in practice, it is likely organisations will compromise one or more of the above cultures – even though one may predominate.’
It is recommended that the organisation looks to undertake a blend of the task and power cultures in order to affect any changes. These models would need leadership from the top – and at project team level…leaders throughout the organisation.
[bookmark: _Hlk519536181]To talk about leadership styles, we first need to understand what leadership is; there are many different definitions. A simplistic view is that a leader is ‘someone who exercises influence over other people’ (Buchanan and Huczynski, 2010). The Collins English Dictionary (1998) defines leadership as:
1. The position or function of a leader.
2. the period during which a person occupies the position of leader: during her leadership very little was achieved.
3. 	a. the ability to lead. 
b. (as modifier): leadership qualities.
4. the leaders as a group of a party, union, etc.: the union leadership is now very reactionary It is ‘The essence of leadership is followership.
Others focus on the influence upon followers: ‘The essence of leadership is followership. In other words, it is the willingness of people to follow that makes a person a leader’ (Koontz, O’Donnell, Weihrich, 1980). Perhaps a more process leaning definition is that ‘Leadership is a function of knowing yourself, having a vision that is well communicated, building trust among colleagues, and taking effective action to realize your own leadership potential.’ (Bennis, 1998)
Many academics have distinguished between leadership and management; in 1998 John Kotter stated that whilst management involved logical, structured processes such as planning and budgeting, organising and staffing, controlling and problem solving – leadership involves conscious, people driven activities such as creating direction, communicating a vision and inspiring and motivating others.
To decide upon the best type of leadership to adopt for the organisation, we must first assess where in its lifecycle the organisation is at – and what kind of growth it is seeking to achieve:
[image: See the source image]
Figure 3. Greiner’s Growth Model (1998)
The growth model highlights what is happening within an organisation at each stage of maturity and works on the assumption that growth is not a smooth process. At each stage there is both evolutionary and revolutionary change. As a multi-national organisation, it can be argued that it has reached maturity.  It is now either working through an evolution of growth through collaboration or in need of revolution due to a crisis of sustainability. Greiner’s Growth Model can be adapted further to decide on whether a transactional or transformational style of leadership is best suited to the organisation:
[image: ]
 Figure 4. Leadership Styles Throughout the Organisational Lifecycle (1998)
Figure 4 plots organisational performance throughout its lifecycle, along with the leadership and management characteristics employed at each stage.  The graph shows companies emerge, grow and mature before entering periods of decline until they decay.  The leadership style required at each stage is overlaid too – highlighting whether a transactional or transformational leadership style should be employed at any given stage.  Therefore if, as previously stated, we consider the organisation to have reached maturity then the overarching leadership style adopted should be transactional - with a focus on command and control, as well as corporate oversight.
Transformational and Transactional leadership types were introduced by MacGregor Burns (1978), who stated that whilst the former ‘…looks for potential motives in followers, seeks to satisfy higher needs, and engages the full person of the follower…’, the latter approach motivates followers with the intent to exchange one thing for another e.g. incentivising workers to increase productivity with pay bonuses.
Transactional leadership has 2 components – ‘contingent reward’ and ‘management by exception’. As previously stated, contingent reward is given only when subordinates achieve a set goal. Management by exception involves the leader not changing the system, so long as targets are met.  Only upon failure does the leader intervene. Transactional leaders are dominating and directing. Transformational leaders are best used in an environment where change is required.
Goleman (2000) identified 6 leadership styles – coercive, authoritative, affiliative, democratic, pacesetting and coaching. Only the coercive and pacesetting leadership styles were found to yield negative results. Goleman found that although the authoritative style was not always popular, it was the most effective at ensuring worker commitment to organisational goals (if it was not used all the time). The democratic style builds consensus and gives workers a feeling of ownership, whilst coaching helped staff identify their strengths and routes to long term development.  Goleman therefore stated that the best leaders should look to master and employ authoritative, affiliative, democratic and coaching styles at the correct time.
It is therefore recommended that, whilst the over-arching leadership strategy adapted is that of a transactional style, any leadership plan is to incorporate and encourage authoritative, affiliative, democratic and coaching styles of leadership.
Affiliative, democratic and coaching styles more easily lend themselves to the empowerment of workers. Max Hand (1995) stated that ‘…empowerment makes the difference between mere job competence and excellence’ and that ‘empowerment is the release of the full potential of every individual.’ Hand noted that ‘The key to empowerment lies with management. It is they who must make the first moves: to provide direction; to begin behaving in new ways; to give responsibilities to those below them; to train and support those below them so that they feel confident in accepting the new responsibility offered to them. In short, empowerment has to flow down the organization from the top.’
Hand stated that ‘Critical to empowerment is the design of management systems which align individual aspirations with those of the organization.’ Therefore, the empowerment of workers and traders should be built into the organisational business plan and management systems.
Enric Bernal (2013) proposed that aspiring leaders were addicted to behaviours inhibiting their views of themselves and others as leaders.  He referenced 25 years of psychological studies of how to change deep rooted behaviours and proposed leadership development programmes should start with changing individual behaviour.
It is recommended that the company adopt what Tomasko (2002) termed a ‘strategy-based leadership programme’.  These are company specific and the curriculum mirrors the organisations strategic plan; it changes as strategy evolves. Leaders are encouraged to challenge complacency and accepted thinking, whilst also conditioning those who prepare the strategic plan.
In summary, the organisation should build a leadership programme that:
a. Is company specific and mirrors the organisations strategic plan.
b. Evolves in line with company strategy.
c. Encourages leaders to challenge complacency and accepted thinking.
d. Has an overarching transactional leadership style, to incentivise at all levels.
e. Develops authoritative leaders.
f. Encourages affiliative and democratic leadership at all levels.
g. Includes a coaching and mentoring programme.
h. Empowers workers and traders at all levels.
i. Incentivises workers, traders and suppliers to behave in line with organisational culture.
Taking into account the evidence outlined throughout this document, the table at Figure 5 outlines the business plan for achieving key strategic objectives: 
[image: ]
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Figure 5: Business Plan.
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