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MREO FRACTICES IN THE RANKING SECTOR OF TURKEY

This study &aims at examining the present MBO practices

eing applied in the kanking sector of Turkey, tLthe perception of

B E'

he concept as viewed by managers employved in this domain, the
actors influencing their performance and satisfaction.

The scope of the study covered two foreign, and two
omestic banks, employing MBO programs within their
rganizational structure.

The results indicated that there was a strong potential
or future practices in this =sector, which may provide
rganizations with the desirable outcomes of better performance,
mproved relations, and efficient operations throughout the

omplete range of their activities.
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TURK BANKACILIK SEKTORUNDE AMACLARLA YONETIM UYGULAMALARI

Bu éallgmanin amaci Turk bankacilik sektdriinde var olan
maclarla Yonetim uygulamalarin: incelemek, konuya bu alanda
alisan yaneticilerin bakis agwlyla vaklasmak, basari ve talmin
tzeyvlerini etkiléyen faktdrleri ortayvas kovmakbtir.

Calismanin kapsamina, kurumsal banyelerinde Auaclarla
Snetim programi uygulavan ikisi verli, ikisi de wvabanci olmak
zere toplam dort banka dahil edilmistir.

Eulgular, sektorun gelecekteki olasi uygulamalar i¢in
uvvetli bir potansiyele sahip ©oldugunu, ve kurumlarin bu
vgulamalara ba§11 clarak faaliyet alanlarinin tﬁﬁﬁnde performans
iﬁzeyinde artis, insan 1liskilerinde gelisme, ve etkinliklerde

erimlilik gibi arzulanir sonuclar elde edebilecegi yonundedir.
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I. INTRODUCTION

The banking sector in Turkey is currently living an
era marked by high competition, innovation, and structural
development .

The pre 1980 period WaS dominated by domestic banks
operating 1in an environment which vielded greét praefits  due
to  the appreciable difference between deposit and credit
rates. As stated by their managements, foréign banks hﬁd been
hegsitant to enter the market in Turkey since the unstable
economic and socico-political sitﬁation car;ied large risks
for their operatians. According to the same scources, after
the stabilization brought about by the 1980 intervention,
which formed a desirable climate for operation, foreign banks
started stepping in with the desire of getting a share from
the profitable environment. They  brought along moderate
amounts of foreign capital and aimed at gaining earnings by
accemplishing high turnover rates; still having dbubts as to
the risk they undertook. Instead of spreading nationwide,
these foreign banks mostly preferred to establish DnlyA a
single office and carry out their operations from there‘cn.

Foreign capital was not the only glement that was

hrought intoe  the market by foreign banks. They also

1

introduced new technological facilities and services, along
with organizational concepts and structural formations which
were also something new to the market. It didn’t take too

long before domestic banks started integrating the recent
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developments 1t their aperations. Howvever,

had to pass hefore their ménagements started

the fact hat structural changes, aimed at
organizational development, were essential

for

el efficiency if they were to confront the

of the ewxpanding market .

by Objectives was a practice that emerged

in the sector during this post 1980 period. A

brought}with them the concept

based their operational activities on

and tested philosophy. Each had their

of the theme, that

(Ll

but the crucial point was

global and clear cut, due to the fact

designed and implemented in the banks’

origin. Having started its operations in  Turkey

1976, Citibank is the only bank in the country

practice expanding hack into +hu pre 1880 pericd.

competitive environment of the eighties led

to consider forming an MRBO - framework within

ture and i5 with  this

integrating their operati

concept .

study is an attempt to examine the MBO practices

in the Turkish banking sector the perception of

by managers working in this domain, and their

levels with regard to the philosophy.
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I1. THEORETICAL BACKGROUND OF THE STUDY

%]

.1, MRO as a Concept

The first statements about managing by ohjectives were
put forward by Drucker (1954) and Mc Gregor (19803, and ever

sinnce then, organizations have made increasing use of the

method known as Management by Obijectives

()
he ]

simply  MBO.

Although a major section of the early discussions of MBO

emphasized 1its wuse as a tool faor development of more
ohjective criteria for performance evaluation, - later on it
became apparent that subordinate participation in goal

setting yielded greater levels of ego involvement, increased
motivation, and increased planning behavior; all of which
contribute to overall performance.

In its broadest sense, Odiorne (1965) described the
MBO process as one in which ‘the superior and the subordinate
manager of an organization Jointly define its commmn goals,
define each individual’s major areas of responsibility in

termse of the results ewpected of him and use these measures

as guides for aoperating the unit and assessing the
contribution of each of its members’. The logic of MBO thas
indeed besn found attractive due to the intrihgic

desirability that exists toward a metheod that motivates
performance and enhances measurement vhile increasing the

cipation and involvement of subordinates.

I+

par



Mali (1472 defines the MBO approach as onne which
congists of five major phases:

1. Finding the objectiv

i

2. Setting the objective

3. Validating the objective

4. Implementing the objective

5. Controlling and reporting status of ohjective

According to the author, the concept of MBO begins
with é deliberate and systematic identification of results
needed by the organization for survival, growth, improvement,
or problemvsolution. The broad areas of potentially usable
targets identified, later on provide the basis f;r adopting

arnd setting the objective. The formal statement of objectiv

m
]
i

=
developed is then held subject to a wvalidation procedure,
thus determining the confidence an individual, department, or
grganization may have as to the completion of an objective

within its stated time. Once & wvalidated statemen

fad

of
commitement has been made, a motivational systemris created
to implement completion of the commitement. The last phase of
the process is based on the principle that progress can only
be measured in terms of what one is trying to make progress
towards; thusv it sets up all activities under a schedule
inorder to measure and report the current status, as well as
progress toward completing the objective.

Mali, also views the MBO approach as a process in
which bthe aim is5 to mwinimize the digparity between

organizational and individual goals.



He states that actual results will improve in organizations

as the angle of disparity decreases, as seen in Figure 2.1.1.

Individual geoals Resulﬁant motivation

|
1
I
o Organizational

goals
FIGURE 2.1.1. The Angle of Disparity
Elements of MBO. According to Tosi, and Carroll

(1970 the success of MBO iz dependent upon three of its
basic aspects:

1. goals and goal setting
2. participation and involvement of subordinates

3. feedback and performance evaluation

These three elements are the determining factors in
effectively  implementing the technique in any type of

organization.

i
lta
I
[+
ler
[l
I3
1C

_____ ] A nunmber of studies conducted
by Locke (1867) have demonstrated that when an individual or
group has a specific geal, higher performance is observed,‘
than when the goals are general or have not been set. High
performance  is usually associated with higher individuoal or
group gﬁals.

Participation. There have heen diverse findings about

the relationship of participation in decision making and
productivity. Thesze contradictory findings have been resclved
by  stating that participation will have positive effects on

productivity if the subordinate perceives it to be



.legitimate. PFurthermore, participation is belived to have an
effect on the Jdegr;e of acceptance of decisions reached
mutuaily. Evidence stated by Vroom (19713 also suggests that
involvement and participation are correlated positively with

the level of job satisfaction.

Feedback. Laboratary and field research conducted by
Wertz (1954), Smith (1957, Leavitt (19513,. have both
revealed that PelatiVely clear, unambiguous feedback

iticreases problem solving capacities of groups and i1mproves

the performance of  individuals. Feedback slso seem

0
8

to
create positive attitudes, increased confidence in decisions
and greater certainities of superiors’ ewpsctations.

According to Tosi and Carcll (1970),  feedback, in the
form of formal appraisai in a work setting, when based on
relatively objective performance standards, tends to he
related to a more positive orientation by subordinates of the
amount of supervision their boss exercises.

Subordinates are more likely to take positive actions
when feedback 1s viewed as supportive and 1is. objectively

based.

Objectives. MBO, by nature, emphasizes the future and
change, since an obgjective or goal is an end state, or &a
condition ﬁo be achieved or have effect at some future time.
The emphaéis is mainly on where the organization is going,
its intended accomplishments and the wavs of reaching them.
Objectives can be thought of as statements of purpose

ard direction, formalized intao a system of management. They



They may be long range or short range. They may he general,
to provide direc£ian to an entire organization, or they may
be highly specific to provide detailed direction for a given
individual.

One  of the crucial purposes of MBO is to facilitate
the derivation of specific from general objectives, seeing to
it that  objectives at all levels in the organization are
meaningfully located structurally and linked to each other.
Sets of objectives for an organizational unit are the
determining bases which define its activities. A set aof
cbjectives for an individual may be thought of az a different
way. to provide a Job description which determines his Job.
Once objectives are determined and accepted by organizational
units and by partaking individuals, mwmeans of performance
required for accomplishing the objectives may be worked out.

Though obhjectives may or may nobt regquire  change, MBO
iz deemed most appropriate in situations where activities
£end not be recurring or repetiticus, where change towards
new or improved conditions is desired.

Objectives may originate at any  point in the
organizational structure, hence should be derived from the
general bpurposes of the organization and be conéistent with
its philosophy, policies, and plans.

Tosi, Rizzo, and Carroll (1970 pointed out the
following accamﬁlishments of stating ochjectives: |

1. Documents expectations in superieor-subordinate

‘relationship regarding what is to be done and the



level of'attainment for the period covered by the

goal.

b

Provides members with a firmer base for developing

and integrating plans, and personal - and

départmental activity.

3. Serves as a basis for feedback and evaluation of
subordinates’ performance.

4. Praovides for coordination and timing of individual

and unit activities.

5. Draws attention fo the need for control of key
agrganizational functions.
&. Provides & basigs for work-related rewards as

opposed to personality-based systems.
7. Emphasizes change, improvement, and growth of the

organization and the individual.

The stated objectives or goal statements have at least
two key components; one of which is fhe area of activity 1in
which accomplishment occurs, and the second, a specification
of the level of achievement, the gquantity or deadlines to he
met .

An  objective, according ﬁo the synthesis of +wvarious

literary views, should b

1)

- concise and unambiguous
~ accurate in terms of the true end state ar condition
sought

-~ consistent with policies, procedures, and plans as



W

they apply'tm the unit
~ within ‘the ¢competence level of the individual, or
provide him a reasonable learning and developmental
egperience
- interesting, motivating, and/or challenging whenever
possible
Scope and Types of Objectives. Developing objectives
for a manager which would cover each aﬂd every area of
responsibility would be very difficult to’conceive, siﬁce the
structure of most Jobs is simply too complex for that.
However, orice ghijectives are set far a position,’they should
comprise the major description of the Jjob, and their
achievement should collectively be asseszed in light of what
is known aboub the total job requirements. One iﬁportant fact
here iz to avoid a8 zense of interferéence or conflict between
objectives and other Job requirements.
Tosi, Rizzo, and Carrocll (1970) state that there are
namely two types of abjectives:
1. Performance obJjectives
2. Personal development objectives
Performance objectives are those goals and activities
that relate to the individual’s position assignment. Personal
development goals have to do with inéreasing the individual’s
competence, skills and potential to levels higher than ‘the
current one. The delineation of objectives into the £ypes
stated above allows for a balancing among the ohjectives s=zet

for an individual, thus ensuring that he is problem-solving
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matched the gqualificaticns.

Data collection, too, posad further caonstraints,

y]

The managers were hesitant tao be probed in detail concerrning
topics they considered to he ”confidential”, during the
course of the interviews; being sensitive especially on
topics of appraisal, evaluation, and personnel satisfaction.
Top managements’ attitudes were a detérmining factor
in the number of questionnaires retu;ne‘, since their
policies were the limiting element in distributing the forms
among their personnel. As a result, approximately 63 percent
of  the intended sample size was covered by the Questionnaire
Study, which might have carried some hias, since the choice
of  middle-level managers to  be included in the study were
determined by the managers in charge; acting accordingly with

top management policies. However, this bias had to be risked,

since data collection would not have heen possible otherwise.
Before drawing any inferences from the findings

revealed by this research, the limitations of the study,
mentioned as above, should be taken into consideration as to

avoid unhealthy genervalizations on any one of the topics.



IV. CONCLUSIONS AND IMPLICATIQONS

4.1, Conclusions on  Research Fiﬁdingg

The findings of this study clearly point out that

ther

m

i5 a strong potential for MBO practices within the

)—‘:l ”

banking sector of Turkey. A great majority o

foreign banks
are already practicing the philosophy and are fond of the way
it has worked out for their organizations. Although there are
only two domestic banks in the sector, which have MBO
programs, this number will seemingly increase, .as more and
more  hanks are considering serious thoughts of integrating
the approach within their domain of activities.

The MBO concewnt has brought aleong motivation, leaps in
gerformance, ‘goal clapity, improved boss-subordinate
relationships, and a better adaptation and orientation to

organizational goals, as had been the case in previous

However, apart from the observed advantages stated
above arganizations, especially domestic ones, seemed to

~

experienée some diff

tn

tcultil

m

s in appraisal. Most manager
still have the tendency to view criticism as an undesirable
practice, even if justified and hased on facts, thus they
aveid it whenever passible. This tendency often results in
the difficulty of pointingvout subordinate weaknesses and
deficiencies, which reflects into the appraisal system as an

unbalanced and misleading factor. 1t seems as 1if a more



effective training on the concept is substantial inarder for
the managers to accept criticism as s canstructive form of

feedbaclk, through which better performance can he

“‘1"
[}
“(—
=
=
i
[

uporn.

managers  related tao MBO was positively Puxrulated with
participation in goal setting as had heen found =arlier by

Meyer, HKay, and French (1965 during the General Elesctric

m

Studies. Satisfaction and performance were hoth positively
correlated with the interest of the arganization towards the
program, including top management support, as had been
revealed during the Hospital Study of Sloan and Schrieber

1971y, and the University of Kentucky Studies by Ivancevich,

Donnelly, and Lyon (1970), and the Black and Decker Studies

of Tesi, Rizzo, and Carroll (1968). However, the single most
determining factor which affected the two output variables of
Satisfaction and Performance was the needs of the individual
and that of the organization. That is, manasgers were wmore
inclined to be satisfied, and perfaormed hetter, if  the
ohiectives et for them reflected the truse needs, whetheap
they were orgenizabicnal, or - dndividual  in nature. In

addition to needs, the managers’ performance and satisfaction

st shown towards

.‘[1

in domestic banks was related to the inter
the program by the organization and/or the boss, whereas 1t

2ffect in Fforeign banks. This situation

in

had no significant
may have hbeen due Lo the fact that foreign banks had hrought

along their system as a whole, including the MBO programs,



and started empldying it from the very first day, whereas
domestic banks went through a transition period during the
switch to the MBO practices.

Complaints about the amount of paper work involved in
the approach were present in all of the four banks, as had
been the case in the University of Kentucky studies conducted

by Ivancevich, Donnel 1y, and Lyvon (1970}, the Purewx Studiess

(T

of Raia (1965-1498

? th

*

iTn
i
i

Hospital Study of  Sleoan and
Schriebesr (19713, and the Black and Deckesr Studies of Tosi,
Rizzo, and Carrgoll (1388).

»

Ensuring review and feedhback, was the single most
agrred upon  suggestion as for the improvement of thse MBO
approach by all managers, as had been obkserved in the Black
and Decker Studies of Tosi, Rizzo, and Carroll (1888).

Finally, one ather conclusion yielded by the study was
the fact that development objectives tended to he centered
more around the organization rather than the individual, thus
providing a limited horizon to enable self accomplishment and

actualization.

4.2. Iuwplications of the Study

Qe

1]

(N

01

now, the banking

o+
et

Possessing the potential as 1t ¢

for applications of the

e

4 1

m

gector of turkey seems guite suita
MBO approach, and practices of various types are hound  to

spread among organizations that carry cut operations within
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This study has revealed that the banking sector is not

different from other

m
I'D

ctors in which previous research has

been conducted, and the relations found earlier also apply tao

53]

this sector, az . far as the performance, satisfaction,
feedback, and goal selting aspects of the MBO philosophy are
concerned.

Taking into consideration the similarity in findings,
domestic banks can he expected to enjoy £he henefits of the
MBO approach. However, serious and longitudinal training

efforts. will thave to be spent in giving insight to  the

concepts involved in this approach, especially emphasizing

the -feedhack; participation, and appraisal aspects.
Rale-plaving could he suggested as  an efficient and
aducational method faor this purpose. Along with the training
e}f wrts, the positive interest and encouragement displaved to

[—J
]
=g
o]
ja
l-l
e
s

k]

the program by both the organizati e top wmanagement

can  he euwpected to function as a vital element in providing
greater acceptance annd higher szsatisfaction among the
individuals employed within the ﬁrgaiizatioﬁ.

One other factor to he considered dur?ng the
implementation of an MBO program in this sector, would he to
design the system as to allow sufficient flewibility in
revising or updating set objectives, upon being confrqnted
with environmental Changes; taking into consideration that

the climate, in which these organizations carry gut their

activities, is frequently altered by government policies and



regulations.

Meanwhile, the possible oppositidn and resistance of
worker unions and syndicates, against the appraisal aspect of
the MBO approach, may pose some serious problems For  banks,
with a large number of peréannel working under the state of
‘collective-bargaining, if these organizations are to  spend
serious  efforts in - integrating the practice within their
domain of activities.

Despite the problem =s=pots of the approach, it is
likely that the MBO practice will find its way -into an
appreciable number of organizations in the banking sector of

Turkey within the years to come.



APFPENDIX A

THE INTERVIEW STUDY
When was the MBEQ program put into effect?
Whose idea was it?
Was any pilot study conducted before initiation?
How long did it take to fully establish the framework?
Was any consultancy used from cutside the firm?
What were the ewpectations from the MBO prograwm?
Who was in charge of conduct and supervision?

Was any study conducted inorder to compare  1increases 1n

gfficiency with respect to previous practices?

Was the praogram interrupted for any reason?

Is there any training; 1f so, at what level?
At what level and up to which extent is there

participation?

Is any study being conducted to reveal possible complaints
and areas of dissatisfaction related to the program?

How is the pefformance appraisal being carried cut?

Does management see the program as a burden of paper work?

Do problems arise in setting up goals?

Can objectives be set for every position?

How then, irnn which form, and through which channels 1is
feedback given?

Is the praétice satisfactory with 1ts present state; that
is, does it seem likely to last?

Above what it has provided upto now, are any further

benefits ewpected frow the MBO practice?



1.

)
1

3.

gy

~

Advantages of

1.

1a%)

w

14,

11

Link evaluation to performance.
Aid manager in planning.

Motivate managers.

Increase boss~subordinate interaction and feedback.

Develop management potential.
Link organization obiectives to department obje

Managers know what their Job 1s and what is ewxpec

Give management information about things going on

o

lower levels.

Management club

-
al

o]
bl
13
i
in
o
i
m

performance.

-

BO

The individual knows what 1s empected of him.
Forces plamnming and setting target dues.
Forces boss-subordinate feedback and communicatio

- 5 . .
Increases awareness of organization goals.

at

n.

Documents goals relating evaluation to performance

Focuses on self-improvement .
The individual knows where he i1is standing.

Coardinates activity toward corganization objectiv

lﬂ
m

Subtle pressure to perform better.

Improves performance 1f used.

.O0nly a general help.

Q

O

Q



2. Hot used to full potential
3. Heed to consider different goals for different Jobs

and levels.

4. MNever get good feedback.

5. I was never really involved in the Program.

6. It is undesirable to commit oneself to objectives
and goals formally.

7. Lack of information about personal characteristics.

8. No real problems.

1. Ensure review and fesedback.

b

Develop a way to update goals so that changes can be

noted.

3. Provide uée by top management so that their goals ar
known at lower levels.

4. In addition to set goals, include "nersonal'
evaluations too.

5. Top management should support the program.

6. Increase the understanding of thé program and
setting goals.

7. Include "normal" Jjob requirements.

8. Ensure real participation and involvement in goal

setting.

)

]
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