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MAXIMIZE RETURNS ON “PEOPLE”, NOT “CAPITAL” 

 

By Alan S. Gutterman
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Undoubtedly the primary obsession of investors and the managers of the companies in 

which they have invested has been maximization of returns on invested capital and this 

has long driven the decisions of managers as they have developed their strategic plans 

and objectives.  There are, however, other ideas that are quite intriguing.  Bryan and 

Joyce, for example, have argued that senior managers should expand their traditional 

strategic focus on maximizing returns on capital to maximizing returns on “people” and 

that this requires recognition of the important role of organizational design in strategic 

planning and execution.
2
  In their words: 

 

“Executives invest enormous energy in product designs and long-range strategic plans, 

though many of these initiatives become obsolete as markets and competitors adapt, 

social norms and regulations evolve, and technologies advance.”  Yet most corporate 

leaders overlook a golden opportunity to create a durable competitive advantage and 

generate high returns for less money and with less risk: making organizational design the 

heart of strategy.  It’s time for executives to recognize the strategic need to develop 

organizational capabilities that help companies thrive no matter what conditions they 

meet. … Our research convinces us that in the digital age, there is no better use of a 

CEO’s time and energy than making organizations work better.”
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Bryan and Joyce based their arguments on what they believe have been fundamental 

changes in the external environment for companies that have made traditional principles 

of organizational design obsolete.  For example, while they concede that hierarchical 

authority and vertically integrated structures made sense when capital was the scarce 

resource and interaction costs were high, these structures no longer make sense in an 

environment where “interaction and transaction costs have tumbled and continue to fall” 

and tapping into the knowledge, “mind power”, relationships and other talents of the 

workforce is the key to value creation.
4
  They believe that companies must adopt 

organizational design practices that increase the productivity and motivation of workers 

and enable them to create sources of significant new wealth.  They also stress that 

“remaking” the design of organizations is a relatively low risk way to undertake fairly 

dramatic shifts in competitive strategy. 
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Bryan and Joyce have provided a set of suggestions for changes that companies should 

consider when retooling their organizational design elements to “mobilize minds”
5
: 

 

 Some degree of hierarchy is still necessary in the organizational structure to ensure 

that “workers direct and organize their own work so that it furthers the interest of the 

shareholders, not just their personal interests”.  Bryan and Joyce argue that hierarchy 

remains an efficient way to set aspirations, make decisions, assign tasks, allocate 

resources, manage people who cannot direct themselves and hold people accountable. 

 More emphasis should be placed on using available digital technology to facilitate 

large-scale collaboration across the entire organization.  In addition, participation in 

collaborative activities—helping others within the organization—should become an 

activity for which each person in the organization is held accountable.  Using a sports 

metaphor, Bryan and Joyce argue for making “assists” just as important as “points 

scored” in the performance scorecard for organizational members.  They also note 

that collaboration must come from mutual self-interest rather than from a mandate 

enforced by an unwieldy and complex matrix structure. 

 Bryan and Joyce advocate the use of a “simple backbone line structure” and 

placement of authority at the “front lines” where companies have the most direct 

contact with customers and other business opportunities.  Companies should also 

create “one company” governance structures at the top of the organizational hierarchy 

to set strategy and create and disseminate enterprise-wide standards, protocols and 

value that serve as the foundation for a unified organizational culture. 

 Companies should create and support formal networks or communities of mutual 

interest, which Bryan and Joyce refer to as “communities of practice” for 

collaboration among members who share “common interests rooted in similar jobs, 

skills, or needs for knowledge”.  The idea is to encourage collaboration without the 

tension and anxiety that often arises in matrix structures when there is ambiguity 

regarding loyalties, accountability and authority. 

 Companies should establish “knowledge marketplaces” where professional and 

managers can go to exchange and transfer knowledge that is needed in order to solve 

problems that arise as efforts are made to implement the organizational strategy.  

While “knowledge management”, a popular activity in recent years, is part of this 

effort the real focus is on reducing the costs associated with searching for knowledge 

and making sure that it can be readily disseminated throughout the organization to the 

areas where it can be used. 

 Companies should establish “talent marketplaces” to improve the efficient allocation 

of human resources throughout the organization.  Talent marketplaces would allow 

employees to “explore alternative assignments” throughout the organization, thereby 

enhancing their experience and, hopefully, improving their morale and job 

satisfaction.  At the same time, talent marketplaces would facilitate staffing of 
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important projects with the “best people” regardless of where they might normally be 

located within the organization.
6
  

 Companies must redesign their internal financial-performance measurement and 

employee evaluation systems to take into account the new tasks and behaviors for 

which employees would be accountable, including collaboration, knowledge sharing 

and transfer and positive participation as a team member on a continuously changing 

stream of assignments generated from the talent marketplace model.  At the same 

time, companies must also embrace a new external measure of performance: “profits 

per employee”. 

 

                                                 
6
 Bryan and Joyce acknowledge that companies will need to take several important steps 

in order to launch and administer effective talent marketplaces, including specification of 

standardized roles, validation of the qualifications of candidates before they take on a 

new assignment and establishment of compensation standards for roles or assignments.  

Presumably such a scheme would also require allocation of more resources to training 

that allows employees to obtain the basic competencies necessary for them to become 

qualified candidates for new assignments.  Id. at 28. 


