AT&T Resource Link (R)  (A) and (B):

Aligning HR and Corporate Strategy

INSTRUCTOR’S MANUAL / TEACHING NOTES

By Joel Harmon, Fairleigh Dickinson University(973-443-8792, jharmon444@aol.com), and John Seeger, Bentley College

Overview and Instructional Objectives of the Case

This is a case to which students can really relate, especially working students.  With the proper set up, the case practically teaches itself.  At the corporate level, it is about strategic workforce planning and management in the “Virtual Organization” (Byrne, 1993; Halal, 1994; Osterman, 1988).  At the functional level, the case illustrates the benefits and challenges of operating a human resource function as a business and the crucial role of synergy between functional strategy and corporate-level strategy.


After its corporate breakup in 1984, AT&T undertook radical change to become a global, multi-business enterprise operating in three highly volatile, competitive industries (telecommunications, equipment, and computers).  Its independent business units had to continually “right-size” themselves to meet their unique and fluctuating business needs.  AT&T’s leadership attributed major problems the company was experiencing to the negative impact that this employment “churn” was having on corporate culture and employee commitment.


Jim Meadows, a long-time AT&T operations manager with some HR experience, was asked to investigate the idea of creating an internal talent pool  -- using “at-risk” AT&T managers and professionals as contingent workers to make up a readily available labor pool for the entire organization.  Meadows followed an entrepreneur’s timetable to validate, operationalize, and sell corporate executives on Resource Link --an internal, on-payroll temporary employment agency.  RL began operating in late 1991.  By the close of 1993, it was in many ways a  success: the number of associates had grown dramatically and they were on constant assignment to clients;  customers and associates were for the most part highly satisfied.  However, RL was still losing money and was committed to achieving solvency by 1995.  


The (A) case leaves students to struggle with diagnosing and solving RL’s problems and with the implications that some potential solutions might have on aspects of RL’s original mission.  The (B) case, set three years later, raises the ante (how to grow twenty times larger than first envisioned) and sets Resource Link in the context of the overall corporate situation (far underperforming its industry).  

Courses


This case has a broad range of applications at both the undergraduate and graduate levels.  It is ideally suited to a course on Strategic HR Management, positioned early in the semester to get the class focusing on strategic HR issues in the 21st century workplace and on the evolving role and behavior of HR as a business partner.  This Teaching Note concentrates on the SHRM focus of the case.  Exhibits further detail RL’s 1994-1996 changes.  An Epilogue bring events up to June 1998.

The case may also be used in the last half of a Strategic Management course, to focus on strategy implementation issues, particularly as related to functional HR strategies.  It provides an opportunity to apply competitive analysis to a HR business.  The case might also be used in an Organization Design course to examine the idea of the virtual corporation and to illustrate organization life cycles, and in an Entrepreneurship course to discuss the problems of starting new ventures within an existing firm’s boundaries (“intrapreneurship”) and the difficulties of transitioning a start-up operation into a mature business.  In this application it can illustrate the process of selling or proposing a major project in a bureaucratic organization.

The teaching objectives for the case are:
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seq level7 \h \r0 Bringing to life a critical dilemma being faced by the executives of modern related-diversified corporations -- how to create organization fluidity and flexibility while at the same time maintaining a strong corporate identity and workforce loyalty and commitment.

2. Recognizing the social costs attendant to changes in the “psychological contract” between employee and employer in today’s business environment.

3. Illustrating AT&T’s solution to this strategic dilemma --Resource Link --and examining its applicability to other organizations.

4. Defining and solving the problems of operating a temporary employment agency within a large corporation, including problems specific to different life cycle stages. 

5. Sensitizing students to the career development challenges they are likely to face personally in 21st century corporations.

6. Emphasizing the need for students to analyze the fit between the organization’s culture (as expressed in its operating systems), its environment, and its strategy as they define current operating problems and suggest management actions. [Primarily in the (B) case]

7. Helping students recognize the difficulty of changing a classical bureaucratic organization to cope with a rapidly changing environment.  [Primarily in the (B) case]


The remainder of this Note suggests how this case might be used in a Strategic Human Resource Management course.  These suggestions also should be useful for the other courses noted above, although the degree of emphasis on particular issues would vary greatly.  

Positioning and Preparation


Preliminary drafts of this case have been taught in five sections of an MBA HR elective, in an MBA Organization Design course, and in one section each of undergraduate and graduate Business Policy.  In Strategic HRM, we suggest positioning the case early in the semester, just after introducing strategic management concepts [the author used readings by Kotter (1983), Porter (1988) and others, recognizing that most students had not yet taken the capstone business policy course.]  After two sessions (each 2 1/2 hours) to lay this strategy foundation, I devoted the entire third session to discuss the case and continued to use the case throughout the semester to introduce and integrate other topics.  


I suggest the introductory sessions examine the relationship between environment, strategy and structure and the importance of alignment (i.e., the corporation must install the type of infrastructure and behavior-shaping systems supportive of specific strategies.  At the same time, existing structure strongly influences strategic choice).  Figure TN1 shows a diagram I use to facilitate discussion of this topic.  To set up the case, I believe that two fundamental concepts need to be emphasized:  First, that major and permanent changes in the corporate environment will drive major changes in strategy and structure. Second, the strategy of a related-diversified corporation (such as AT&T) must permit business units the flexibility to structure themselves according to their individual business strategies while at the same time fostering cooperation and synergy across businesses for initiatives that benefit the corporation as a whole but that are perhaps not in the interests of any individual business.


However one chooses to build a strategic management foundation, the next step I would advise is to prepare students for the case with a bit of reading about workplace trends and new, emerging forms of organizing.  At the end of this Note, I suggest a few readings to consider (with * denoting particularly good ones).  But these days, potential readings on these topics abound.  I have also included references to some of the theoretical literature that underlies this Note’s analysis and which may be useful to potential adopters unfamiliar with certain of these topics.  


I suggest reviewing with students the concept of the virtual organization, with its core versus contingent workforce (Byrne, 1992; Handy, 1990).  The human and cultural costs of the virtual organization can be linked to the destruction of the “psychological contract” (Rousseau, 1988, 1989) that has existed between companies and employees (especially companies like AT&T, Johnson & Johnson, IBM and others long noted for long-term commitments to employees).  This gives rise to the serious doubt as to whether employees who lack loyalty, ownership and a sense of belonging (and this applies to downsizing “survivors” as well as contingent workers) will demonstrate the levels of initiative, innovation and productivity that corporations need to be successful.  You also may wish to introduce data relating downsizing to firm performance (e.g., Cascio et al, 1996; Fortune, 1996), showing that downsizing has, at best, only very short-term positive effects on profitability and leaves firms in virtually the same competitive position five years later as when large workforce reductions were begun.  As an executive of a Fortune 50 company recently put it in relation to the downsizing and re-engineering crazes, “We are finding that you can not simply cost-cut your way to competitive advantage.”


Students thus prepared should be able to discuss the case issues and answer the assignment questions without a great deal of help from the instructor (mostly I help to apply theoretical lenses at certain points, and try to crystallize some of the more confusing and/or subtle issues).  Many of the issues raised by the case are quite accessible and familiar to the students, who will have strong feelings about them.  Many students either are or have been personally at risk or they know friends and colleagues who have been.  They know what downsizing has done to feelings of security and to feelings about companies.  They tend to admire what RL is trying to do and get quite involved in action planning how RL might be more effective.  They also tend to find the story’s implications for career paths and developmental responsibility a bit unsettling.  Interestingly, the students these days seem to have accepted downsizing and job instability as a fact of organization life.  However, they seem relieved to finally get this issue out into the light, and I recommend building in a little time to let them do some venting.  Further, helping them to come to terms with the “new psychological contract” of the modern workplace and the change in locus of responsibility for career development helps them appreciate why so many AT&T professionals volunteered to join RL and where AT&T and RL may be headed down the road with career development programs.

Teaching the (A) case in a Strategic Human Resource Management course
Suggested Assignment Questions

1. How is Resource Link of strategic benefit to AT&T as a corporation?  

2. Are the strategic benefits of RL the same for the independent BU/Ds as they are for the company?

3. How important is it for Resource Link to break even by 1995?  From the corporate point of view, how do AT&T’s economic goals fit with the needs of its employees and society at large?  Should RL be scrapped if it cannot break even?  How close to break even is required, to keep it alive?

4. What is RL’s competitive strategy?  What is its product/service and who are its competitors?  What are its critical success factors and its strengths and weaknesses compared to its major competitors?  How well do RL’s own HR policies and practices support its strategy.

5. How applicable is Resource Link as an innovation for other organizations?

6. At the end of 1993, what changes if any would you make to RL’s operating strategy and/or systems?  How would your suggested changes affect each of RL’s constituencies?  What are the implications of these changes for RL’s mission and goals?

7. Evaluate Jim Meadow’s leadership during both the start-up and operational phases of RL’s life cycle.  What effect might the recent infusion of more hard-nosed, operationally oriented management have on RL?  Do you think RL will get in the black by 1995?  If Meadows were to suddenly perish in a plane crash, would RL still prosper?

Discussion of Assignment Questions

There are a number of ways to kick off discussion of the assignment questions, but I have found that a good way to energize the class and get a great many ideas on the table is to simply ask the students: What is your reaction to what is going on in companies today in relation to restructuring and downsizing?  The follow-up questions, if needed, are:  Why are companies doing this?  What is all this restructuring doing to loyalty, commitment, and corporate culture?  What effect is this having on corporate performance and competitive advantage at the present time?  In the future?


If this goes as planned, I will have acted mostly as a recorder, boarding the comments in clusters that will facilitate answering the first two assignment questions by simple review.  At this point I will display an overhead of Questions 1 and 2:

1.

How is Resource Link of strategic benefit to AT&T as a corporation?

2.

Are the strategic benefits the same for the individual BU/Ds as they are for the corporation?

These questions concern force planning and management at the firm level and are intended to solidify in students’ minds the benefits of RL to its different constituencies -- company, BU/Ds, employees and associates - and how these combined benefits translate into strategic competitive advantage.  

Costs - Benefits to the Company.  


From a narrow accounting stance, the costs of RL to AT&T are those incurred to start up the enterprise and to subsidize its operating losses.  The benefits are the severance pay and outside contractor expenses that the company avoided due to RL.  Broadening the analysis a bit to include some intangibles, the company can expect to benefit from the skills and business knowledge it is developing in RL employees and from the sense of community it is strengthening by using RL to demonstrate renewed commitment to its people.


As to the strategic value of RL to AT&T, Chandler (1990) argued that most successful global companies are those large ones that find ways to exploit their economies of scope and scale and that are “first movers” in making investments in marketing and in management.  With RL, AT&T has a) created a way to leverage economies of scale in its large internal labor market,  b) is investing in a new form of organization governance rooted in a new kind of “psychological contract,” and c) is breaking down barriers to individual and organization learning.


Meadows (1993) pointed out that a variable workforce of on-roll employees increases the overall efficiency of the internal labor market by assigning resources on as needed basis and by reducing barriers to movement between businesses and divisions.  Increased movement facilitates individual learning and provides new career options for employees by providing opportunities to enhance their skills and marketability and acquire a working knowledge of different unit’s markets, products and services.  At the same time, it also permits employees to maintain an AT&T community identity and helps to replace the old psychological contract of job security with one of employment stability.  The company also benefits as a result of RL associates’ collective learning (Garvin, 1993; Senge, 1990) as they move between units.  More flexible organization boundaries allow business units to quickly adapt to changing conditions (Drucker, 1991; Peters, 1987). Further, this works whether the company is in a downsizing or a growth mode and provides greater workforce stability throughout the business cycle.


In summary, it can be argued that RL provides AT&T with a distinctive core competency (Prahalad & Hamel, 1990) because it allows the company to implement the structural flexibility that its turbulent environment demands, and to do so with less cost in monetary and human terms and greater synergy across its related businesses than it could do without the Resource Link organization.  Competitors faced with similar alignment challenges but without a RL (or comparable HR competency) would be at a competitive disadvantage.  
Costs - Benefits to BU/Ds.  


As to the second question, benefits of RL to BU/Ds, most of same issues noted above apply here as well, this time at the level of business and functional strategy.  But there are some important differences regarding the stream of benefits to the company and the BU/Ds that are important to draw out because they have a direct bearing on Questions 4 and 5 and because there are complexities here that many students in this type of course seem to have trouble understanding at first.  


First, the BU/Ds (clients) benefit from the increased flexibility and cultural continuity that RL provides.  They partly pay for the cost to the company of maintaining greater employment stability, via the premium some clients pay for associates’ services relative to market rates in their location.  RL assumes a greater salary and benefit cost structure than an outside competitor and builds that “cost of company commitment to employees” into its pricing.  This is essentially a form of transfer pricing.  For this additional “charge,” BU/Ds get employees who can “hit the ground running” and the long-term benefits of re-energized company commitment.  They also get temporary help from people who have been certified as among the top ten- percent of AT&T employees, in terms of specific skills and the ability to adapt to change.


Second, the BU/Ds actually compete with RL for employees in the sense that both vie for the most marketable AT&T people needing or looking to make a move.  Thus, although the BU/Ds do benefit from some of the long-term value that RL provides the company, much of their behavior may be driven by a shorter-term perspective on the value of RL.  They have the opportunity to “sample” RL’s associates and to make offers of permanent employment to people who fit well.


There is also an indirect cost to the BU/Ds, in the form of delays in their hiring processes.  Since 1993 they have been required to use Resource Link before hiring from outside the corporation.  RL’s process, described in the case without a time scale, must take many days and perhaps weeks: there is unlikely to be an existing RL associate ready to take an assignment, and the next steps require listing the opening in AT&T’s “ECOS” system and putting any applicants through a rigorous interview and testing process which, 90 percent of the time, rejects the potential worker.  Students might be asked to put themselves in the position of a project manager needing to staff a six-month project.  Would they be willing to wait weeks for an RL associate?  In a fast-moving environment, such delays could serve as an effective brake on innovation.  At what point in the process would they give up on RL?

3.
How important is it for Resource Link to break even by 1995?  From the corporate point of view, how do AT&T’s economic goals fit with the needs of its employees and society at large?  Should RL be scrapped if it cannot break even?  How close to break even is required, to keep it alive?


Several times, the case states AT&T’s general policy: units are expected to meet plan.  Jim Meadows is expected to break even by 1995.  Students will see the value in Resource Link and suggest the policy should be altered or ignored if we are still operating at a loss in 1995.  It seems self-evident that the corporation should credit RL with the cost-avoidance savings that offset its accounting losses.  This is an outfit that serves both corporate and social ends.  It isn’t right, some will say, for AT&T to profit (i.e., receive value in excess of its costs) from a non-profit enterprise instead of only breaking even.  Perhaps AT&T should start reinvesting some of its gains back into RL so that RL could fulfill more of the humanistic side of its mission without losing money.  Even beyond the dollar savings that don’t count on the books, RL is an expression of social responsibility and corporate loyalty toward its employees (or at least to the elite ten percent of its professional/technical employees).  “Policy be damned,” students may say; “AT&T must keep Resource Link.”


To crystallize this point, in one class I asked Would AT&T “kill” RL if 1995 results were in the red by $50,000?  By $500,000?  By $5MILLION?  Most thought that RL would be allowed to lose at least a million dollars a year, given the many benefits (e.g., savings, flexibility) it provided the company and the risk that AT&T would be taking with employee commitment if it abandoned RL because of small to modest losses. 


But large organizations have a purpose behind their policies.  Policies eliminate the need for management attention to whole areas of activity, since they serve as a control mechanism.  Policies state the corporation’s values and expectations of conduct.  Policies set examples; they set the rules for the whole organization.  Exceptions would weaken the policies and send the message that any unit could ask for an exception, any time, to any policy.  Such a message could result in a flood of exception requests and a concomitant loss of control as managers had to decide issues that previously were taken for granted.  Making an exception for Resource Link could have far-reaching negative implications for the whole company.


In large bureaucratic organizations, requests for exceptions to policy are often taken as signs of failure and rationalization.  Meadows has five years to reach his breakeven point.  If RL cannot sustain itself after that investment in time and money, it may simply not be viable.  In class, it may be useful to set up a role play, letting some outspoken advocate for keeping RL regardless of financial performance come to you, the instructor in the role of the CFO, to ask for a continuing subsidy.  You can point out the need for consistency in policy enforcement, and the danger in setting a lax example for others, and the unfairness of taxing the operating divisions to support a staff effort they may not be using, or may not be willing to pay enough for.  You could express disappointment that Meadows has not found the internal labor market he expected to develop, or has not found a cost effective way to reach the market that does exist.  Could some other manager have avoided this failure?  Could somebody else do better now?  Could Meadows suggest appropriate candidates for the job?


The implied threat is deliberate.  Students should come to appreciate the importance of delivering on commitments and the danger in seeking exceptions.  The key question is, “What should you do, when following the rules is leading you toward failure?” In an organization like AT&T (in the opinion of the second author, at any rate), the preferred answer is, “Follow the rules, and invent some new way to win while observing the constraints imposed by the corporate system.” When the power of invention fails, and the cause is worthy, and you are prepared to put your job on the line--then, and only then, should you seek exceptions to the rules.


On these premises, it is very important to break even by 1995.  Students should feel a sense of urgency in finding ways to make RL a viable economic enterprise according to AT&T’s policies.  Instructors should disallow any effort to justify sub-par economic performance on the basis of RL’s “goodness.” Meadows is expected to deliver, and students must come up with the ideas to help.

4.
What is RL’s competitive strategy?  Who are its competitors?  What are its critical success factors and its strengths and weaknesses compared to its major competitors?


These questions let the students come at the case from a little different perspective than above. They must now think about running RL as a business.  However, it is neither necessary nor possible to attack these questions in a terribly sophisticated way given this case and this type of class.  Students have been provided with only rudimentary analytic tools and the case lacks sufficient information in a number of areas to support, for example, a rigorous SWOT analysis or an analysis of competitive dynamics.  Nevertheless, even a rough analysis helps them to better evaluate proposed actions to solve RL’s problems.


Competitive Strategy.  I begin by asking the class:  What is the product,  who are the customers, and who are the major competitors?.  The straightforward answers are associates, BU/Ds, and outside employment agencies, respectively.  Even at this point, some of the sharper students recognize it is not as simple as this, but I ask them to hold off complicating things until we can go once through this section of analysis using the straightforward answers.  


From the information in the case, it is reasonable to conclude that RL’s “grand” strategy is growth and that it is using a generic business strategy of product differentiation rather than cost leadership, and students do.  With only a little prodding, students also see that RL appears to be using a focus strategy as well.  Within the universe of AT&T BU/D staffing needs, they seem to have focused on filling demand for short-term managerial and technical professionals at the high-end niche of the market.  They pursue this strategy by skimming the surplus and volunteer pools for high-demand talent (taking only 10% of applicants).  This analysis suggests a narrower range of serious competitors -- primarily those agencies and consulting firms that also specialize in highly skilled professional talent.  

 
From the customer (BU/D’s) perspective, the products of RL and its main competitors both provide useful services (skills) and enhanced organization flexibility.   Where RL’s product differentiates itself is with the additional attractive attributes noted under question 1.  The ability to hit the ground running is acquired at purchase. The benefit of strengthened sense of community and commitment provided by using RL associates accrues over time.  I report to the class that the people I talked to in RL, from Meadows on down, seem to take for granted that RL associates offer value to BU/Ds and AT&T that make them preferred by clients even in markets where they are priced higher than talent available from outside contractors.


Critical Success Factors.   Meadows identifies the four critical success factors of Resource Link as client satisfaction, availability of associates, financial balance, and organizational effectiveness.  Assuming the product, customers and competitors identified above, these CSFs seem to be on target both in nature and ordering.  For a start-up operation, market penetration should and does precede financial balance and operating effectiveness as a consideration.  For a professional service organization like RL, customer satisfaction will be contingent on the availability, quality and price of its associates.  Thus it is sensible that RL’s (implied) operating strategy seems to be gaining satisfied customers via high-performing associates, wherever they are capable of supplying the client’s needs.  The fact that RL invests so much of its staff time and energy in recruiting and selecting talent thus represents a good fit between HRM and strategy.  


Why is RL currently so effective in attracting associates?  Resource Link is the ideal career insurance for the small fraction of AT&T’s professional staff who have varied backgrounds and can adapt well to the changing environment.  But temporary job security (if that is not an oxymoron) seems to be only part of the answer.  For the more marketable volunteer associates, the answer probably has more to do with developmental/career opportunities.  And AT&T’s hiring policy requires RL associates get first crack at BU/Ds short-term openings.  Plus there is an easy-to-get 10% bonus for associates.  


Although RL’s generous compensation system and rigorous screening and placement procedures reflect a good alignment between HRM and strategy at its early stage in the life cycle, they are quite costly.   As RL matures, the second two success factors (financial & operating) are becoming more critical.


Strengths and Weaknesses.   Comparing RL to the high-end, outside temporary employment agencies that are its major competitors, we can surmise several strengths and weaknesses even in the absence of detailed information. To begin, students should recognize how small a factor Resource Link represents in AT&T: we have 400 associates at work, out of 150,000 managerial people--about one quarter of one percent of the professional staff.  Outstanding students should also notice that the job cuts in AT&T between 1984 and 1993 (case Table 1) have fallen almost exclusively on the “occupational” job categories; managerial/professional employment has fallen by only 5,763 people, or 3.7 percent in ten years, in spite of all our announcements of draconian cuts.  Since retirements alone might be expected to reduce a career work force by two to three percent per year, it seems we have been actively hiring managerial people through the whole downsizing era.


The strengths and weaknesses that I bring out at this point are shown below:

	Resource Link
	Outside Agencies
	Advantage

/Disadvantage for RL

	AT&T hiring policy:  BU/Ds must go to RL first.

Opportunity for clients to “do the right thing” for AT&T people.


	Must wait.

Clients feel little obligation to the agency’s associates.
	+++

++

	Gets first crack at employees able to “hit the ground running” (with best skills and knowledge of AT&T ways).

But rejects 90 percent of applicants and lacks enough people to satisfy BU/Ds’ demand
	Must try to find applicants from external labor pool.

Applicants less familiar with AT&T ways, but in plentiful supply.
	+++

---

	Can use internal systems and networks to market.
	Limited access to advertise within AT&T.
	++

	More committed/dedicated associates
	Less committed/dedicated associates
	+

	Not-for-Profit.  AT&T subsidies available
	Must make profit.
	+

	Relatively inexperienced in running temp agency (or any small business).

Weak controls & generally sub-par operating effectiveness
	Experienced & generally well run.
	---



	High costs of long-term commitment to associates.

 -- Higher salary & benefits costs

 -- Higher training costs

 -- 135 day carrying costs
	More moderate long-term commitment costs.
	--



At this point I allow for complications..  The more illuminating complication comes from again considering AT&T Corporate as a significant customer of RL services, but this time with a slightly different set of lenses than used before.  I offer the observation that the other business units contribute profits to the corporation.  As a not-for-profit business, what is RL’s contribution/product to AT&T?  To avoid a recapitulation of the answer to Question I, I ask the class to try thinking of RL as social agency.  Here, I work to provoke the additional, and I believe important insight that RL indeed is in many respects a humanistic intervention, at least for the ten percent of AT&T professionals who meet its criteria.  RL remediates the negative externalities of market forces within the AT&T federation, much as some governmental agencies or welfare-oriented non-profits do within their communities.  


Such welfare organizations typically serve all comers and are publicly funded or receive endowments.  I then ask: How has AT&T “endowed” Resource Link?  In some ways it has by providing start-up capital and by subsidizing operating losses.  In other ways it hasn’t.  It charges RL the same “allowances” for space, services, etc. as it imposes on other business units and expects RL to be operating on a break-even basis in the near future.  Is this relationship between AT&T and RL like that between a municipality and a garbage collection firm or a correctional facility management firm it hires?  In some ways it is, but in at least one important respect it is different.  In the latter case, the vendor is not usually seeking to recover its costs from the people it is serving (it gets paid by the municipality), whereas in RL’s case that is precisely what it is expected to do.  In short, AT&T is treating RL essentially the same with its budgeting, reporting, and evaluation systems as it treats any other new business unit selling products/services to outside customers, yet is expecting RL to also perform humanistic functions.  RL is left to its own devices as to how to recover the additional costs of serving the AT&T community at large.  I hope the students appreciate how this puts RL in a very unusual and, in my opinion, somewhat precarious position.

4.
How applicable is Resource Link as an innovation for other organizations?

The applicability of RL is the clearest for large, multi-business, related-diversified firms.  In 1995, two such organizations, Anheuser-Busch and the Church of Latter Day Saints (which has extensive business holdings), instituted internal talent pools like Resource Link, after visiting RL and consulting with Meadows and his staff.   Conglomerates (highly unrelated diversified firms) generally have less of a need for internal market efficiency and sense of community.  Although one unrelated-diversified firm has been known to move a number of people between its aircraft and chemical businesses as these industries experience fluctuations, movement across and synergy between businesses generally is not a critical success factor in such firms.  Smaller businesses are unlikely to have the scale of labor economies to justify an RL on their own.  But it might be possible for several smaller businesses to form a jointly owned employment subsidiary to serve their collective needs much as RL does for AT&T.  It may be noted, that the Japanese Kieretsu model, by using informal relationships to outplace people among the member firms of the clan network, accomplishes essentially the same objective as RL without the formality.

5.
At year-end 1993, what changes (if any) would you make to RL’s operating strategy and/or systems? How would your suggested changes affect each of RL’s constituencies?  What are the implications of these changes for RL’s mission and goals?

The students have been itching to get to this point the entire class.  Now with the session more than half gone, I let them loose to bandy recommendations back and forth and they go at it with a zeal.  Below I outline those change goals that seem to attract the most attention.  On some there is great deal of convergence, others leave the group divided.  For the latter, I list pros and cons that are offered during debate.  Although the actions are listed separately, there is a  lot of interdependence and students typically bounce back and forth between them, using an action in one sphere to argue for or against action in another:

Bill customers in advance (convergence).  Use estimated hours based on projections (R-OSS feature) to capture revenue (e.g., get it on the books) faster.  In whatever year it is implemented, this option will produce a full month’s extra income with no corresponding increase in expenses.  With 1993 revenue at $30 million, a month’s income would be $2.5 million.  

Cut costs (convergence).  Get new release of RL Operation Support System (R-OSS) up as soon as possible (convergence).  Will help reveal what the real operating costs are.  Will make the recruitment-selection process more efficient.  Will increase billing efficiency. 

Make it more difficult for associates to get 10% bonuses (near convergence pro).  Use more stringent productivity thresholds.  

Pro:  No longer need easy bonuses to attract associates:  Now have good track record and reputation.  Money could be invested elsewhere, like in training or deficit reduction.

Con:  Demand exceeds supply.  Need growth.  Why risk drop in volunteers?

Do away with bonuses completely.

Pro:  No longer needed.  Consultants are rarely paid bonuses (above their hourly rates) for performing well.  Generate a lot of savings to invest elsewhere (training, deficit reduction).

Con: Associates don’t have promotion opportunities with RL and may need at least the possibility of some monetary carrot to be fully motivated.  May severely slow growth.

Control growth until RL can reduce marginal costs.
Pro:  Marginal costs of new associate exceed marginal revenue.  Hurting bottom line.  

Con:  Should be doing everything possible to grow even faster than we now are.  Demand exceeds supply.  Many at risk not being helped (AT&T cuts 10,000, RL adds 200).  If have to, get subsidy or delay break-even deadline imposed by company.  But note that billing in advance rather than in arrears should largely solve the problem.

Use lower costs to cut price (near convergence con).

Pro:  Lower price will stimulate demand and increase customer satisfaction in many regions.

Con:  Demand already exceeds supply.  Lower price will lower revenue and increase deficit.  Not following a low cost strategy anyway.  Cost savings better invested elsewhere, e.g., training, subsidizing growth, and reducing deficits.

Make the appraisals more valid (convergence).  Collapse the client rating scales into “below, average, exceeds.”  Some even suggest a pass/fail rating.  Note that, since we select the top ten- percent of AT&T professional employees, it is not surprising our associates should excel on the job.

Invest more in associate support and development.
Pro:  Obsolescence could cost RL a lot in the future.  May have to start laying more associates off--letting people go just like the rest of AT&T because didn’t invest in development.  Clients won’t pay for associates low on learning curve, want hit the ground running.

Con:  Some more yes, but not a lot more.  A lot of development will happen naturally as a result of assignment.  Counsel associates to take developmental assignments. RL can’t afford right now.  Let company or clients subsidize if so important.

Relax recruitment standards .  Take in larger number of at risk employees having more developmental needs and invest more in their training and support.

Pro:  If aggressive in cutting costs can better serve AT&T community.  RL as nonprofit can and should focus more on social benefits.  If not RL, then who?  Besides, demand exceeds supply.  If we train to meet the biggest deficiencies, clients won’t notice.

Con:  RL is not a social agency.  It’s a business.  Lower grade associates will hurt reputation for service quality in marketplace.  We don’t need to grow that fast anyway.  Note that the major factor barring our hiring associates is the candidates’ ability to adapt to change and deal with a variety of unstructured assignments.  Training increases specific skills, but not necessarily the people’s adaptability; that’s a matter of personality, not skills.


It should be apparent from the students’ arguments that some take a very hard-nosed approach and seek to whip RL into a tightly run, highly efficient operation.  Others seem to resonate more to the humanistic function of RL and seek ways to legitimize and enable it to do more in that area.  Students quickly pick up on this fundamental value difference and begin to (usually, but not always) good-naturedly call one another “mercenary” or “bleeding heart liberal.”  I try to help the group appreciate that the tension here is rooted in the inherent duality and somewhat conflicting nature of RL’s mission.  Explicitly the mission statement and formal evaluation system for RL drive at a well-run business.  But to talk with Meadows and RL staff is to come away understanding that there are also unstated goals relating to social activism.  

8. Evaluate Jim Meadow’s leadership during both the start-up and operational phases of RL’s life cycle.  What effect might the recent infusion of more hard-nosed, operationally oriented management have on RL?  Do you think RL will get in the black by 1995?  If Meadows were to suddenly perish in a plane crash, would RL still prosper?


Words that students associate with Meadows’ leadership during RL’s start-up are: entrepreneurial, risk-taker, fast-moving, image conscious, evangelical, salesman, networker, and politically sensitive (inclusion of key stakeholders).  During the operational phase they are: results-driven, hands on, micromanaging  (lacking confidence in staff), and marketeer.  Most predict that the recent infusion of operationally oriented leadership will tip the balance toward a more hard-nosed (versus socially activistic) management approach, as it should at this point in RL’s growth.  Others think Meadows and the founding cultural values provide checks that will keep this in balance.  Students recognize that the loss of a dynamic founder like Meadows in the absence of a successor would probably put RL’s mission in play and prospects in jeopardy but the case does not provide enough information on RL’s culture and management to render a judgment as to which way things would go.


I relate these comments to the life cycles literature  (Kimberly, Miles & Associates).  I share how founding entrepreneurial values often obstruct needed formalization.  Kimberly et al’s data show that most organizations do not make it through this crisis stage.  Meadows is, in my judgment, an unusual hybrid manager (change-loving, operations oriented), and seems to be navigating this difficult transition journey quite well.   But I also share at this point my personal view that RL is indeed at a major turning point in a sense deeper than its financial solvency.  It seems to me that its fundamental mission is very much in play even at this point in time and it is not at all clear how the duality noted above will be resolved.


Finally, I asked: How many think RL got in the black by 1995?  Most students predicted that RL did, citing Meadows’ stated commitment to this financial goal and the infusion of operationally oriented management in 1993.


The stage now is set for students to read and discuss the (B) case, set three years later.  Those instructors who wish to summarize the discussion by showing the overhead slides actually used in AT&T’s internal presentations (Figures TN2 - TN 14) may show them at the end of the (A) case, or use them as a review to begin the (B) case discussion in a subsequent period.   I do this for several reasons:  First, they sum up the key issues well.  Second, they reflect AT&T’s level of sophistication in thinking about the issues.  Third, and perhaps most important, they show students that the ideas in their readings really are being used in the “real world’ and are affecting the policies and actions of a major corporation.  

Time Management in teaching the case series

The cases are designed for use in two, full-length graduate classes of about 2 1/2 hours each.  Many instructors, however, cannot allocate that much time.  For them, both (A) and (B) might be assigned ahead of time for preparation, or the (B) case might be used as in in-class read-and-discuss case after an abbreviated discussion of the issues in (A).  For undergraduates, two standard classes of about 75 minutes each should do -- especially in a policy course where students are already familiar with the strategic management tools of SWOT analysis, etc.

Teaching the (B) case in Strategic Human Resource Management 

Where the (A) case is basically presented from AT&T’s inside point of view, now the (B) case adds some external opinion.  If students believed after the first case that the energy and vision of Jim Meadows were typical of all AT&T managers, or that AT&T is invincible because of its size, they have missed seeing the fundamental challenge to the Human Resource function: equipping the corporation to thrive in the fast-changing technological environment of the telecommunications industry.

Assignment Questions
1. Describe the corporate culture of AT&T, and compare it with the culture of Resource Link.

2. How well does AT&T’s culture align with its strategy and its environment?  Does the corporation have the people it needs in the places it needs them?

3. How have the mission and position of RL within the new AT&T changed since the trivestiture?

4. What do you see as they key future challenges facing RL?  What changes would you make?

Analysis

1.
Describe the corporate culture of AT&T, and compare it with the culture of Resource Link.

AT&T apparently has not shaken its old-time “Ma Bell” culture.  The company is not adaptable [90%of its people fail to meet RL criteria for ability to change].  It is still centralized and bureaucratic [headquarters can require divisions to use Resource Link, for example, and can mandate uniform employee surveys throughout the work force].  AT&T people are status conscious [concern with having a Level 6-person report to another Level-6, for example, can drive a client to use RL].  They apparently tolerate long delays in staffing their projects, implying they operate on a long planning horizon.  They tolerate long delays in developing new information systems, as they depend on a central staff that is overloaded and unresponsive, implying the units do not budget and control their own development work.  AT&T in the old days, before 1984, was unconcerned about competition or scarce resources; in 1996 it appears unconcerned about steadily decaying market share.  AT&T was incapable of success in the fast-changing, high-technology computer industry--first with its own Systems division, then with NCR--and we have no data to indicate it is changing its approach to the fast-changing, high technology telecommunications industry.


Resource Link has proven itself different in its focus on adaptability to change, where it has recruited the cream of AT&T’s threatened and/or adventurous people to be associates.  RL has cut the bureaucratic controls it originally exerted over its associates [time reporting, expense authorizations] and moved to create a more decentralized and empowered operation.  Under Meadows, it appeared to retain status consciousness [calling Mike Lowe a “District Manager of Associate Support,” when associate support had nothing to do with districts, may have been a way to give Lowe equal status with the Eastern and Western managers].  RL’s recruiting process appears to be lengthy, but it has learned to recruit successfully from outside the corporation and to form alliances that may permit faster service to AT&T client BU/Ds; this attentiveness to customers is new with Jackson and Robinson, and is a concrete sign of culture change in RL.

2.
How well does AT&T’s culture align with its strategy and its environment?  Does the corporation have the people it needs in the places it needs them?


If the above diagnosis of AT&T’s culture holds up (and it might not, but one author here believes it), then AT&T is still very poorly aligned with its environment and its strategy is unlikely to succeed.  Telecommunications is an industry of rampant change and hypercompetition; a long planning horizon cannot foresee the changes the firm will face.  With 700 new competitors and more entering daily, AT&T competes against fast-moving, entrepreneurial companies that are relentlessly committed to gaining market share.  If Ma Bell were competing only with her children--the RBOCs who learned their world views at Ma’s knee--then the issue would be whether AT&T could change its culture faster than the kids could.  But the world is populated with MCI and Sprint and WorldCom and hundreds of other, newer firms that never learned to tolerate delays or to plan a year ahead or to take their customers for granted.


To assume that AT&T hasn’t the right people, however, is a long jump in logic.  We know from the case that 90% of Resource Link applicants do not pass the “adaptability” hurdle.  But half of those applicants have been people already judged expendable and the other half are people who are either bored or burnt out or anticipating their own downsizings.  RL’s applicants may not be a valid sample of AT&T’s total managerial/professional staff.  Non-applicants to Resource Link may include thousands of competent, adaptable managers in long-term assignments, who are happy with their careers, confident in their own ability to survive, and who have never had a reason to apply to RL.


So we cannot conclude out of hand that only ten percent are real potential contributors.  But we can be cautious: the 90% reject rate seems consistent over a five-year period, and that may be a bad omen for the future.

3.
How have the mission and position of RL within the new AT&T changed since the trivestiture?

Resource Link’s early mission was to help at-risk employees remain on the payroll as regular employees while fulfilling short-term project assignments throughout the company.  This limited vision expanded to helping provide employees with long-term career security via development opportunities and transferable skills while providing flexibility to AT&T’s business units, with a ready supply of skilled employees whether from inside or outside the company e.g., (term associates).  More recently we are becoming strategic partners with line management

Now Sr. Vice President Hal Burlingame sees AT&T’s internal variable core employment (that is, the sector served by Resource Link for professional employees and the Skills Match Center for operational people) at 45 percent of the total by the year 2000.  Thus the “virtual organization” (Handy, 1990) has become a featured component of AT&T’s HRM strategy (with an even larger internal variable component than depicted in TN5).  If the corporation meets its target of 110,000 employees, including roughly equal portions of managerial and operational people, then RL and SMC would each be administering the placement of some 25,000 people.  While RL has been an insignificant fraction of total employment up to now--just six tenths of one percent in 1996--we will have to multiply our size by some 33 times to handle the target load of managerial employees.  


A strong implication is that far more jobs will be classed as “short-term assignments” than we have so regarded in the past.  Taking Jim Meadows’ career history [in the (A) case] as typical, AT&T has regarded a three-year appointment as a “permanent” job.  Some office in Human Resources must have been involved in matching people to openings and planning career tracks with our managers.  One way for RL to expand its share of the staff would be to declare its “temporary” assignments to extend up to the three-year line, and to take over the office already coordinating those shifts.  Then each manager changing assignment would go through our test battery, with the results indicating whether that person was a potential contributor on shorter-term projects as well.  In effect, all managers whose careers included frequent rotation would be required to become RL associates.  Scientists, engineers, and other specialists whose jobs do not change would remain “permanent” employees.


Another way of looking at our mission is thinking of Resource Link as a change agent, tasked with creating a major shift in AT&T’s whole culture.  If Burlingame wants all personnel to be adaptable, where they currently are not adaptable, then we are playing in a very different game.  Many of our present employees cannot pass that hurdle and would have to be replaced or re-tooled.  We have no demonstrated skills in changing people’s tolerance for change; our contribution is in assessment and placement.  Changing the culture by placing change-tolerant managers in key positions--not just in temporary project positions--would be a very lengthy process.  

4.
What do you see as they key future challenges facing RL?  What changes would you make?


The variable workforce managed by Resource Link will be far larger than the permanent core workforce of any AT&T BU/D, if the 45 percent target is realized.  RL would be the largest single employing unit in the corporation, and would be critical to the strategic planning of all AT&T units.  Gearing up its recruiting and marketing will be major challenges for RL.  Becoming an associate must be attractive to all AT&T managers; therefore, it is important to set up policies that will make the line managers want to apply.  Setting up a structure that would accommodate some form of promotion ladder, as RL has recently done, might be a low-cost alternative.  To make the numbers envisioned for three years hence, RL will need applications from almost all of AT&T’s managers.  There must be a “no penalty” process for applying as a volunteer, so a manager’s business unit is not informed that somebody was rejected.  And it could be beneficial to permit managers to apply to RL and be assigned back to the jobs they already hold, if they are accepted as associates.


It is also critical that RL make itself more attractive as a supplier to the BU/Ds.  Jackson and Robinson have already acted to supplement the supply of associates, actively recruiting on college campus and ramping up the number of term associates, but demand continues to outstrip supply.  It is inevitable that the BU/Ds must wait--sometimes for very long times--if Resource Link continues to hire for specific openings.  A better policy might be to hire ahead of demand, so there would be associates available for jobs whose requirements are relatively standard.  Hiring before a job is available constitutes a risk, but RL is now a viable financial entity and can afford to take some risks.  It will be a challenge for RL to develop appropriate management controls as its recently decentralized structure rapidly expands.  Also challenging will be the task of managing a workforce in which large contingents of employees are each working side by side under very different psychological contracts; e.g., where “core” employees and associates who are regular AT&T employees need to collaborate closely with large numbers of term associates whose employment status may remain unclear for some time.  If organizational futurists are correct, this may represent on of the most common and critical HRM challenges of the 21st century.

Note:  Exhibits A and B (attached) contain more details on the operational changes made by Meadows in 1994-1995 and by Jackson in 1995-1996, respectively.  These may be used to support more in-depth class discussion of HRM changes or simply as a reference.

Epilogue

The eighteen months following the case was a turbulent period for the telecommunications industry and AT&T. The industry continued to experience consolidation, regulatory uncertainty, and convergence with computing, cable, and entertainment.  Huge mergers progressed, such as between Worldcom and MCI, and between several of the RBOCS (e.g. Bell Atlantic and NYNEX), to name only a few.  AT&T’s market position and stock price continued to decline. Bob Allen brought in an outsider to replace himself as AT&T’s CEO (Allen remained Chairman).  The new CEO was inexperienced in telecommunications and unable to gain credibility and influence within the AT&T culture and leadership network.  He resigned after only 9 months.  In mid-1997, AT&T’s Board forced Allen’s retirement and brought in Michael Armstrong, a widely respected executive from Hughes Electronics.  After a short acclimation period, Armstrong began a series of bold initiatives. “He sure has some very different ways for us to do things,: said one executive.”  “Our corporate motto has become ‘this is not your father’s AT&T,”’ said another.  After closely scrutinizing costs and headcount, Armstrong began a major restructuring effort aimed at drastically reducing a cost structure that was well above industry-average.  AT&T initiated a buyout program (to be gradually implemented over 1998) that was accepted by over 14,000 employees (total AT&T employment has dropped to 118,900 as of June 1998).  There was turnover in the senior ranks, as several key executives were transferred to new positions or left the company.  To strengthen the company’s market position as a full-service provider, AT&T used part of its huge cash surplus first to acquire Teleport Group Inc. (a local service provider) and then to initiate a merger with Tele-Communications Inc. (the largest U.S. cable company, with over 10 million subscribers, and a provider of Internet access).  AT&T also initiated a joint venture with British Telecom, to strengthen its ability to deliver global services to large multinational corporations..  AT&T’s stock price began a steady climb upon Armstrong’s arrival and through his early restructuring initiatives but then declined somewhat amid concerns over the TCI merger (e.g., $48 billion acquisition cost plus huge future costs to modernize infrastructure).  In December 1998, AT&T announced it would acquire IBM’s Global Network Services business, a leader in Internet services.  


Resource Link did “remarkably well considering the high company turmoil and major distractions,” according to Ellen Jackson.  At year-end 1997, RL earned $4.7 million on $9.3 million in revenues.  There were 1,050 associates, of whom 516 were “term” (virtually all non-term associates were now volunteers).  As of June 1998, RL earned $800,000 on $4.1 million in revenue.  There were 1,128 associates (492 term).  During 1998, over 250 associates had left under the company buyout program, slowing RL’s growth and increasing costs.  RL remains highly selective (still accepting only about 10% of applicants).   Idle time had been reduced (to an all time low of .4%) and responsiveness had improved somewhat (clients can now get an associate within an average of 20 days).  Significant progress was made with respect to information technology.  Early in 1997, RL launched its own Intranet via a web browser called “Web Mama.”  The browser was linked to AT&T’s new corporate-wide HR Intranet, which was itself connected to a multi-firm HR Internet platform.  Nevertheless, further information technology development remained a top priority, particularly around back-office operations.

The most dramatic change, however, was not seen within “RL Classic” (as Jackson now called her internal employment agency) but rather in the unit’s position and influence around workforce issues throughout the company.  Through an internal merger of AT&T recruitment units at the end of 1997, RL was put in charge of all AT&T hiring – whether regular or variable employees.  AT&T managers now had “one-stop shopping” for all their hiring needs.  RL also was charged with developing a methodology to redeploy the AT&T workforce following the large buyout, including the influx of employees from TCI and Teleport.  RL began providing infrastructure consulting to all the other AT&T functional units so that they might restructure themselves into teams of associates.  The goal was to create “Resource Links” throughout the company that were owned and managed by the functional heads.  RL also became the central mechanism for managing AT&T’s participation in the Talent Alliance, a joint venture led by AT&T and including Johnson & Johnson and several other Fortune 100 firms. Through the Alliance, member firms could place their employees in one another’s organizations for specific contracted periods while employees maintained their employment status and benefits from the originating firm.  Every Monday, Jackson reviewed the entire company’s workforce plans for presentation to CEO Armstrong later that afternoon.


RL had apparently become firmly rooted in AT&T’s culture.  It was recognized as an innovative operation and solution to workforce management.  As a result, RL was given dispensation around many issues, such as a promotion freeze and the buyout process, which was mandatory for almost all AT&T units but voluntary for RL.  As to challenges, greater and greater efficiencies were being demanded in filling requests for new employees.  The marketplace for highly technical employees and skilled sales people remained very tight.  AT&T had to retain its position as an employer of choice in a very competitive marketplace and believed that having the Resource Link work model as an enticement would be very helpful in attracting and retaining skilled people.  Nevertheless, the overall composition of AT&T’s workforce remained far from HR VP Burlingame’s vision of 45% variable employees.  Even though the reigns had been tightened on hiring permanent employees and loosened for hiring variable workers, variable employees still made up less than 2% of the workforce.

Suggested Readings for Students

(* Denotes highly recommended)

*Byrne, J.A. (1993). The virtual corporation.  Business Week, Feb. 8, 98-102. 

Drucker, P. (1994).  The age of social transformation.  Atlantic Monthly, 714, 5, 53-80.

*Fierman, J. (1994).  The contingency workforce.  Fortune, January 24, 30-36.
*Fortune (1996).  An Era of Downsizing.  August 14, 53-69.
*Fortune (1994).  End of a job.  September 14, 46-55.
*Fortune (1993).  Managing in the era of change.  December 13, 66-123.  

Garvin, D.A. (1993).  Building a Learning Organization.  Harvard Business Review, July-August,  78-91.

Goddard, R.W. (1989).  Work force 2000.  Personnel Journal, Feb., 65-71.

*Kotter (1983).  An integrative model of organization dynamics.  In Schlesinger et al, Managing Organization Behavior, NY: McGraw-Hill.

Labich, K. (1995).  Kissing off. Fortune, Feb. 20, 41-51.

Peters, T. (1988).  Restoring American competitiveness:  Looking for new models of organizations.  Academy of Management Executive, 2, 2, 103-109.

*Porter (1988).   How competitive forces shape strategy.  In Quinn, Mintzberg & James (eds.)  The Strategy Process.  New Jersey: Prentice Hall, 57-79.

Sherman, S. (1993).  A brave new Darwinian workplace. Fortune, January 25, 50-57.

Steingraber, F.G. (1990).  Managing in the 1990's.  Business Horizons, Jan.-Feb., 50-61.

Toffler, A. (1990).  Powershift.  Newsweek:  Oct. 15, 86-92.

*Waterman, R.H., Waterman, J.A. & Collard, B.A. (1994).  Toward a career resilient workforce.  Harvard Business Review, July-August, 87-95.

Instructor References
(* Denotes highly recommended)

*Boynton & Victor (1991).  Beyond Flexibility: Building and managing the dynamically stable organization. California Management Review, Fall. 140 (can also be used as reading assignment for a more advanced graduate class).

*Cascio, W.F. & C.E. Young (1996).  Consequences of Corporate Downsizing:  Profitability, Productivity, and Stock Return.  U.S. Department of Labor Report, March 26,.

Cascio, W.F., C.E. Young & J.R. Morris (1996).  Financial consequences of employment-change decisions in major U.S. corporations.  Paper presented at the Academy of Management, Vancouver, British Columbia, August.

*Chandler, Alfred (1990).  The enduring logic of industrial success.  Harvard Business Review, March-April, 130-140 (can also be used as reading assignment for a more advanced graduate class).

Coates & Associates (1990).  Futurework.  Jossey-Bass.

Drucker, P. (1991).  Managing for the Future;  The 1990's and Beyond.   Plume/Truman Tally.

Gailbraith, J.R., Lawler, E.E. & Associates (1993).  Organizing for the Future:  The New Logic for Managing Complex Organizations.  San Francisco:  Jossey-Bass. 

*Halal, W.E. (1994).  From hierarchy to enterprise: Internal Markets are the new foundations of management.  Academy of Management Executive, 8, 4, 69-83. (can also be used as reading assignment for a more advanced graduate class).

*Handy, C. (1990).  The Age of Unreason.  Boston:  Harvard Business School Press.

Kimberly, J.R., Miles, R.H. and Associates (1980).  The Organization Life Cycle:  Issues in the Creation, Transformation, and Decline of Organizations.  San Francisco:  Jossey-Bass.

Kotter, J.P., & Heskett, J.L. (1992).  Corporate Culture and Performance.  Free Press. 

Meadows, J.L. (1993).  A win/win situation:  Using your own employees to satisfy variable workforce demands.  Personnel Journal, November.

Osterman, P. (1988).  Employment Futures:  Reorganization, Dislocation, and Public Policy.  Oxford: Oxford University Press.

Peters, T. (1987).  Thriving on Chaos.  Harper & Row.

*Prahalad, C. & G. Hamel (1990).  The core competence of the corporation.  Harvard Business Review, May-June, 79-91.

Rockart, J. & J. Short (1991).  The networked organization and the management of interdependence.  In Scott-Morton, M.S. (ed.),  The Corporation of the 1990's:  Information Technology and Organization Transformation.  New York:  Oxford., 189-219.

*Rousseau, D. (1989).  Psychological and implied contracts in organizations.  Employee Responsibilities and Rights Journal, 2, 2, 121-139.

Rousseau, D. (1988).  Human resource planning for the future.  In Hage, J. (ed.), Futures of Organizations, Lexington Books, 245-266.

*Senge, P.M. (1990).  The Fifth Discipline:  The Art and Practice of the Learning Organization.  New York: Doubleday.

Exhibit A

Resource Link Changes:  1994-1995

Discontinued Incentive Plan:  In 1994, RL eliminated the incentive bonus for associates’ productivity (whereby so many associates were earning 110% of their former salaries).  Associate compensation was detached from any RL-specific measures.  Instead, associate appraisals were linked to AT&T’s generic award system.  This change alone saved RL $1 million in 1994.  Meadows claimed that, even with hindsight, he would still have initially instituted the costlier incentive plan.  He believed it was a major factor in attracting high-quality associates to RL when it was as yet an unproved enterprise.  Now that RL’s benefits to associates were well established, however, providing an opportunity for easy bonuses was judged to be less important.


Upgraded Information and Financial Systems:  The new release of RL’s information system, R‑OSS, was finally brought on-line early in 1994.  As a result there had been major efficiency gains in the recruitment-placement process, in billing, and in data processing.  Financial control systems had become more sophisticated, as well.  Nevertheless, Meadows and Jackson targeted improved information technology as a major challenge for future growth.


Billed on Current-Month Basis:  Early in 1995, RL began to bill clients at the beginning of each month for estimated use of associate hours, rather than billing one month in arrears as they had been doing.  This helped to get revenues on RL’s books sooner and lowered the carrying costs for new associates. 


Expanded Training & Development:  The training budget (equal to an average of five days a year per associate) was now being fully spent.  More of the training was being tied to associates’ long-term career objectives, through joint planning sessions between associates, RL’s associate support people and, in some cases, clients with long-term contracts for associate services.  Where associates needed shorter-term, specialized training for an assignment, Meadows said over a dozen clients were now contributing financially.  However, the major constraint on training, according to Jackson, was that associates were reluctant to take themselves off-line to enroll in training classes.


Expanded Structure and Reach:  The Resource Center, another of AT&T employment-service and placement entities, was brought under Meadows’ leadership.  This unit handled employee outplacement, assisting “surplused” AT&T employees to find positions inside or outside the firm.  In addition, RL entered into strategic alliances with external firms.  Through an alliance with Management Recruiters International (MRI), AT&T could bring in temporary employees from MRI via Resource Link (after determining that there are no available AT&T employees) and RL associates could receive temporary assignments at other firms through MRI.  RL also entered a joint venture with McCaw to market associates to that firm.


Created Term Associates:  Skill shortages within AT&T had often made it difficult for RL to fill the demands of its clients.  In the spring of 1995, as a way to meet their client needs, and as a means to recruit mid-career professionals into a company that rarely hired above the entry level, RL began bringing in managers and professionals from outside AT&T.  These “term” associates were hired only for a specific project and time frame, not as regular employees.  They did, however, receive comparable salary and most of the benefits of regular AT&T employees.  About this shift in policy, Jackson said:

In the past, we took a pretty cautious approach to recruiting.  The objective of full capacity utilization (low associate downtime) came first and serving client needs came second.  We are beginning to reverse that, being more aggressive in our staffing to reduce lost customer opportunities.  

If RL were to try meeting demand for scarce talent by more aggressively recruiting from within the company, the business units might perceive us as trying to pirate away their best people.  So we’ll have to increasingly contract from outside the company to meet demand.


Consolidated Structure:  Towards the end of 1995, as a way to increase operational consistency, the Eastern and Western District Operations were consolidated under John Doran.  Mary Conrad, the former Eastern District manager, assumed responsibility for building a consulting business within RL to respond to an increasing number of requests from other corporations for help in starting up a RL-type business within their firms.  (Among the organizations consulting with Conrad’s operation were: Ameritech, Motorola, Prudential, Anheuser-Busch, Citibank, The Church of Latter Day Saints, The Tennessee Valley Authority, and Royal Bank of Canada).  

Exhibit B

Resource Link Changes:  1996

Structure.  RL moved away from its functional/geographic structure to a team-based structure by creating Customer-Support Teams and a Strategic Support Team.  Customer-Support Teams (CSTs) operated like “franchises” in each geographic area to provide end-to-end support for defined customers.  For example, in New Jersey, there were three CSTs.  Each CST was led by team leader who “coached” a team of recruiting managers, associate support managers and support staff to serve the team’s clients and the pool of associates contracted to those clients. In smaller markets, such as Atlanta, a single CST served the clients in that region.  Performance measures and financials were held by each CST, giving each team “P&L” responsibility.  The CSTs were guided by the Strategic Support Team, led by Linda Jones Bailes, which was responsible for defining consistent processes and policies (e.g., the promotion policies described below).  Associates were now allowed to approve their own expense vouchers and were only required to report time when there were exceptions to the standard.


There was evidence that associates were feeling more empowered to take greater leadership and ownership of RL’s future, especially with regard to marketing and recruitment.  For example, a recent orientation meeting held in Orlando for 50 young, relatively new associates evolved into a brainstorming session about what they were going to do to grow the organization.  They filled up 12 easels with their ideas, which included: promoting RL by putting signs on their desks advertising “we are a Resource Link person;” preaching the value of RL to co-workers in their client organization; putting more spotlight on the practical value-added they brought to clients.  Examples of the latter were using their own networks to benefit their clients and transferring the training they receive from RL (e.g., a recent Internet/Netscape training course) to people in their client organizations.


Promotion Policies.  Lack of upward mobility was one of greatest sources of associate dissatisfaction.   Historically, an associate might be given a temporary promotion if their assignments called for higher rank.  However, such promotions lasted only as long as that assignment.  Although Jackson felt reluctant to “put a spotlight on promotions,” it was felt that something needed to be done to provide associates with the same promotion opportunities as others in the company if RL were to grow as expected.  


Promotional guidelines and criteria were developed by the Strategic Support Team.  The promotion process was triggered at the grass roots level by CSTs nominating associates for promotion.  A Promotion Review Committee then rendered a decision.  Not surprisingly, the reaction of associates to the new policy was quite positive.


Staff status.  Coincidental with trivestiture, half of RL’s 50-person staff chose to leave their positions.  Many had been in RL for five years and felt that the experience had helped them in their careers and now it was time to move on.  Most of the departing staff went on assignment as RL associates, one-third with promotions.  


With so many of RL’s staff new, it was judged to be an opportune time to address another festering issue.  Up to that point, many staff were not associates.  “For some time now”, said Jackson, “associates were asking of staff, ‘if being an associate is so great, then why don’t you do it?’”  RL outlined a conversion process from core staff to associate and gave staff the option to convert.  Approximately three-quarters converted.  The reason, according to Jackson, was because “so many believed in what we were doing.”  


In fact, Jackson was herself an associate.  Jackson felt that being an associate “created a different mindset;” one that she enjoyed.  She said 

When you think about it, the way business is these days, most of us really are just contracted employees with variable assignments anyway.  The only difference with RL is that the variable contract is made explicit.  As an associate staff person, you have a pre-defined time frame and established milestones.  There’s a built-in time for you to sit down and discuss and evaluate whether its time to move on.


Term associates.  With client demand already high and expected to increase substantially, and lack of internal talent in many specialized domains, greater use of term associates (brought in from outside the company) seemed inevitable.  Jackson expected that within the very near future term associates would comprise more than half of RL’s workforce.  Term associates were hired for specific terms of employment not to exceed three years.  The intention, according to Jackson, was to eventually transition most of them into permanent AT&T employees via RL.  Policies were developed to equitably distribute AT&T benefits to term associates and to convert to permanent AT&T employees those who had been on contract with RL for three years.   

Recruiting.  RL ended its association with MRI and initiated partnerships with a number of other recruitment firms.  RL also began recruiting on college campuses for the first time.  The intent was to bring entry-level people into AT&T’s workforce and develop them through contracted assignments.  Jackson believed that RL offered the entry-level person a more attractive employment product than traditional jobs at other companies.  On some campuses, according to Jackson, many more students were lined up to interview with RL than with other AT&T business units also recruiting on those campuses.


Marketing  A marketing manager was brought in to help RL rethink its brand image and develop ways to market itself better.  Three new videos were underway -- one for AT&T managers, one for RL staff, and one for recruiting purposes.  A benchmarking study was currently underway to provide the foundation for a more market-sensitive pricing policy (in the past, RL’s pricing was based on a build-up of 15% over cost, with a cap for market conditions). RL expected no increase in its prices for 1997.


Technology  “We have a real problem with Technology,” said Jackson.  RL had made a sizable investment in desktop computing and considerable advancements in the real-time movement of information for executive decision making.  But, according to Jackson, not enough was done to upgrade the AT&T systems that RL was accessing or to open up RL’s systems to its associates and clients.  The goal was to create an “Intranet” allowing RL to “go paperless.”  Jackson said: 

The problem isn’t financial; we have the money.  Rather it was caused by our decision to become more mainstream AT&T, using AT&T development people.  This meant we had to contend with other groups for developmental resources and we too often lost out.  We’ve really lost ground technologically this past year.



�Unless otherwise noted, case data is based on interviews and review of company documents.   All people and events are real.
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