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ABSTRACT

In this chapter, we closely examine one set of factors that are critical for knowledge work team

effectiveness --how organizations set and communicate direction for teams. The variables we examine

encompass several related elements in the organization's direction-setting context: the clarity of the

organization's strategy, the alignment of individual team, and organizational goals, and the measurability

and specificity of those goals.  We also examine goal-setting processes in teams. We present research

results from a study of 173 teams from 26 business units in seven Fortune 1000 companies.  In general,

we find that contextual and process direction-sharing variables do positively contribute to teams

developing a shared understanding of their priorities and work to be done, and also contribute to

effectiveness outcomes.  Developing a shared understanding contributes strongly to team effectiveness,

but not to other effectiveness outcomes. Different direction setting variables relate to different aspects of

effectiveness.  These findings shed light on the nature of organizations that perform complex knowledge

tasks and are designed to work laterally through teams.  They also provide some evidence of the difficulty

of the transition from a traditional hierarchically oriented system to a team-based organization.
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In recent years organizations have expanded their use of teams performing knowledge work to

gain competitive advantage. Most knowledge work is non-routine, dynamic, and often involves complex

interdependencies.  Knowledge work teams, for example, develop new products, write proposals, provide

information technology support, and sell complex systems to customers.  Knowledge work entails the

application of specialized knowledge bases and the processing of information.  People with highly

developed knowledge sets, such as electrical engineers, accountants, and marketers, typically carry it out.

Knowledge workers are one of the fastest growing segments of the workforce and are now one of the

groups most likely to use teams (Beyerlein, Johnson & Beyerlein, 1995).   The growing importance of

knowledge work teams make it imperative that we understand the factors that contribute to their

effectiveness.

In this chapter, we closely examine one set of factors that are critical for knowledge work team

effectiveness--how organizations set and communicate direction for teams.  We discuss research results

from a more extensive study of the impact of the organizational context on the effectiveness of knowledge

work teams.  The findings reported here encompass several related elements in the organization's

direction-setting context:  the clarity of the organization's strategy, the alignment of individual, team, and

organizational goals, and the measurability and specificity of those goals.  We also discuss the impacts of

goal-setting processes for teams.

Past research on knowledge work team effectiveness has been quite limited, but findings suggest

that direction setting is key.  These studies highlight the importance of the teams’ interactions with the

systems and people in the organization that provide task, goal and performance-related information to the

teams.  Most of the studies have been of new product development teams (for example, Ancona &

Caldwell, 1992; Donnellon, 1996; Katz, 1982; Katz & Allen, 1985; and Keller, 1986) and information

systems development teams (for example, Janz, Colquitt, & Noe, 1997; Campion, Papper & Medsker,

1996; and Henderson & Lee, 1992). For example, Ancona & Caldwell (1992) found that new product

development team effectiveness depended upon the information exchanged through external

communication with managers above in the hierarchy and laterally with peers outside the team.  The
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information exchanged with managers frequently concerned objectives, resources, and performance

expectations; the information exchanged with peers frequently dealt with the coordination of technical

and design issues.  Janz et al. (1997) found that contextual factors that orient team members to what they

are trying to accomplish such as high quality goals, frequent feedback, and efficient information

transmission were related to team performance in information system support teams.  He also found that

high quality goals and efficient information transmission increased the positive relationship between team

process and team effectiveness.  These findings that direction-setting contextual mechanisms are related

to knowledge work team effectiveness are consistent with the exhortations of team researchers who have

highlighted the importance of a supportive organizational context (Campion 1993, 1996; Cohen, 1994;

Gladstein, 1984; Guzzo & Dickson, 1996; and Hackman, 1987).  

Other work has examined the degree to which knowledge work team members are able to

collaborate to integrate diverse perspectives, and the impact of contextual features on team collaboration

and performance.  The challenge of integrating diverse perspectives occurs when teams are cross-

functional and business solutions require application of multiple knowledge sets.  A particularly

important perspective is provided by the work of Dougherty (1992) who found that the varying styles of

thinking and action of members from the various functions involved in new product development teams

can inhibit the teams’ effectiveness primarily by blocking the collaboration required to develop sufficient

knowledge of the technology and market relationships.  Contextual features have been found to be

important barriers and facilitators of internal team collaboration.  In an in-depth examination of the

internal dynamics of new product development teams, Donnellon (1996) found that the roots of

collaboration (or lack thereof) can be often found in contextual features;  for example, in the role models

provided by managers at the next level up, the goals that are passed down the organization, and the

reward system.  A full understanding of knowledge work team effectiveness entails an examination of not

only the internal dynamics of the team, but also the extent  to which organizational systems and practices

support collaboration and the integration of diverse perspectives.
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Because the integration of various knowledge sets through collaboration is critical for knowledge

work team effectiveness, it becomes critical to understand what an organization can do to stimulate a

shared understanding among team members of what they are trying to accomplish.  At face value,

direction setting would seem to be a key tool for that purpose.  Of course, many other factors are

important for knowledge work team effectiveness and for collaboration, but direction setting is likely to

have a high impact and offers the possibility for successful intervention.  As the chapter title suggests,

teams cannot get to their destination unless they know where they are going.  Shared understanding of the

organization’s and team’s direction may serve as the foundation for integrated task performance, allowing

members to align their efforts and to perform effectively. The section that follows will present our model

for this study and theoretical rationale for its hypothesized links.

Model and Theoretical Rationale

Figure 1 depicts our model for this study on the impact of direction setting on knowledge work

-------------------------------------------

INSERT FIGURE 1 ABOUT HERE

--------------------------------------------

team effectiveness.  We hypothesize that effectiveness is a function of the characteristics of the

organization’s direction-setting context and processes, including strategy and goal setting, and of the

shared understandings that are developed about the work to be accomplished.  We expect that direction

setting will have a direct positive impact on team effectiveness.  Additionally, because direction setting is

one of the ways in which team members develop a shared understanding of what they are expected to

accomplish,  we expect direction setting to relate to team effectiveness indirectly through creating shared

understanding of the work to be done.  The theoretical underpinnings of this model are described below.

We start with the concept of shared understanding because of the central role that it is predicted to play in

knowledge work settings.
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Shared Understanding

Inherent in the concept of team is the interdependence of team members in accomplishing the

team’s task.  Indeed, such interdependence is a major reason for organizing work into teams (Hackman

and Oldham, 1980).  Interdependence is an especially salient feature of knowledge work where there are

often multiple concurrent conversion processes that influence one another (Pava, 1983) so that work can

not be easily broken down into discrete sub-tasks.  Such work calls for ongoing deliberation between the

various parties carrying out the work.

In the traditional organization, managers were generally responsible for integration of work

across interdependent contributors, including both individuals and groups.  Moving responsibility for

integration of work into the team itself is one of the features of teams that explains why work may be

done faster with higher quality.  However, this presumes that the team has shared agreement about its task

strategy, including how it will organize to accomplish its task and how it will integrate its work.

When teams involve multiple deep specialties and functions, there are often quite different

understandings about means and ends.  Dougherty's (1992) work provides insight into why this is so.  She

found that the traditional division of organizations into functions has resulted in functions being different

“thought worlds”-–communities with quite different shared understandings based on distinct bodies of

knowledge, identification of critical issues, and criteria for evaluating uncertainty.  Organizational

routines have developed that segment rather than integrate these thought worlds.  Earlier work also found

that members of various departments differ with respect to their orientation to time, purposes or goals,

and style of operation (e.g., Lawrence and Lorsch, 1967).  Dougherty also found that collaboration within

new product development teams is impeded if members from functions such as marketing, operations,

and engineering, cannot develop a shared understanding that enables them to get beyond fundamental

differences in time frames, in what they consider to be the important aspects of the development process,

and in how they understand the development task itself (1992, p. 187).

Shared understanding describes the extent to which these differences have been bridged and

whether team members have been able to establish a common orientation to their task.  It is a cognitive
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variable and fits into the category of variables that Cohen and Bailey (1997) call group psychosocial traits

and Klimoski & Mohammed (1994) describe as team mental models.  Other researchers have also posited

that if group members have a shared understanding of their work situation, then interactions will proceed

in a well-coordinated matter (Bettenhausen & Murnighan, 1985) and the quality of teamwork skills and

team effectiveness will be enhanced (Cannon-Bowers & Salas, 1990; Cannon-Bowers et al, 1990, 1993;

Orasanu & Salas, 1993).  Gabarro (1990) stressed the importance in teams conducting creative knowledge

work of shared understanding or “mutual expectations” about the nature of the task and how to work

together.  Empirical evidence is quite limited, however. A study of knowledge sharing in a virtual team

developing an innovative product found that shared understanding of language, team member roles, and

of goals and priorities facilitated computer mediated collaboration (King, Malhotra, Rice, Ba, and

Majchrzak, 1998).   Weick and Roberts (1993) identified elements of a “collective mind” among crews on

aircraft flight decks.  The more heedful the interrelating of actors—i.e., the more they carried out their

work envisioning the requirements of the others with whom they are interdependent-- the more developed

the collective mind, and the better the performance of the flight crew.

Building on this work, we anticipate that shared understanding is a critical performance facilitator

for knowledge work teams.  If teams have a shared understanding of what they are trying to accomplish,

their priorities, and how to approach the work to be done, members are more likely to effectively integrate

their efforts and arrive at collective decisions required to accomplish the team task.  Shared understanding

is a broad construct that goes beyond agreement about a team's purpose and priorities, and includes

agreement about the ways of getting work done.   We hypothesize that:

A.  Shared understanding positively contributes to team effectiveness.

Effectiveness Outcomes

We take a multi-faceted approach to effectiveness to address the multiplicity of outcomes that

matter for teams in organizational settings. We consider team performance from the perspectives of both

members and key stakeholders (managers and key customers).  The first measure of a team’s

effectiveness is its performance in carrying out its collective task.  Team performance is assessed in terms
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of the outputs produced by the team and includes dimensions such as costs, productivity, quality, speed,

and customer satisfaction.

The larger business unit’s performance is the second effectiveness outcome. The work of each

team must be well aligned to contribute to its unit’s business performance, and the work of multiple teams

must fit together to yield effective performance at the higher system level of the business unit in which

the teams are embedded.  A team might accomplish its own objectives but at the same time waste

resources needed elsewhere in the unit.  Thus, we view the effectiveness of the larger business unit as an

important criterion which reflects the team’s contribution to the larger business unit.

In today’s world of extreme competition in which the performance levels required to be

competitive are continually escalating, most knowledge work teams are responsible not only for goal

accomplishment, but also for learning how to improve their methods and procedures so that future

performance is enhanced. The companies in our study all had active total quality management or process

improvement thrusts  (Deming, 1982;  Juran, 1989), and were using task and improvement teams to solve

problems and introduce improvements.  They also were hoping and expecting that work teams would find

new approaches to achieve ever-increasing performance levels. The extent to which a work team has

made improvements in the way it operates is our third criterion of effectiveness.

Finally, we view member satisfaction as a key human outcome.  If participation in teams detracts

from the satisfaction of members, teams may not be viable over the long term.  Including team member

satisfaction as a criterion of team effectiveness is consistent with other team effectiveness researchers

(Cohen & Bailey, 1997; Hackman, 1987; Sundstrom, DeMeuse and Futrell, 1990).

Organization Direction Setting Context

The setting of direction in organizations has been of interest to organizational theorists for over

sixty years. Barnard (1938) viewed organizations as systems of coordinated human efforts directed

toward the accomplishment of a purpose.  Simon (1945) asserted that general statements of  purpose and

high level goals were not useful for understanding how organizations made decisions, so he defined

operative goals as outcomes to which action can be related in a fairly definite way and that provide some
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basis for assessing accomplishment.  Goal-setting researchers have focused on the motivational value of

specific, challenging goals for task performance (Locke & Latham, 1990).  The three direction setting

context variables that we include are: the clarity of the organization’s strategy; the alignment of

individual, team, business unit, and organizational goals; and the measurability and specificity of goals.

People can form a common understanding of direction on the basis of these three contextual mechanisms.

We will discuss each.

At the organizational level, a significant amount of research has demonstrated the importance of

strategy to performance (for example, Hambrick, 1983; Hofer, 1975; Miles & Snow, 1978; and Zeithaml

& Fry, 1984).  Team-based organizations often give teams the responsibility for carrying out the tasks and

making judgments associated with the delivery of whole services and products that are critical for

successful strategy accomplishment. The development of appropriate team goals and micro strategies

requires understanding of the organization’s strategy.  A shared understanding of the organization’s

strategy can help disparate team members to align their efforts and take effective collective action.  The

strategy can guide the difficult trade-off decisions that emerge as the team does its work.   In order to

inform such team-level performance, the organizational strategy has to be clearly defined and broadly

communicated. For these reasons, we hypothesize that:

1a.  A clearly defined organizational strategy contributes to enabling shared understanding of the

team’s direction, work, and priorities.

1b.   A clearly defined organizational strategy contributes positively and directly to the

effectiveness outcomes.

Goals motivate task performance and contribute to work satisfaction (Locke & Latham, 1990).

The core premise of goal-setting theory is that goals are immediate regulators of human action and that

challenging and specific goals lead to higher levels of performance than easy or vague goals (Locke &

Latham, 1990; Locke, E.A., Shaw, K.M., Saari, L.M., and Latham, G.P., 1981).   They motivate task

performance by regulating the intensity of effort that individuals expend on their tasks and they lead

people to persist in their activities until goals are reached.  Goals lead people to direct attention and take
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action with respect to certain activities and to ignore other activities, thereby influencing human choice.

People experience satisfaction when they accomplish a challenging goal and dissatisfaction when they do

not (Locke, 1976; Peters, L.H., O’Chassie, M.B., Lindholm, H.R., O’Connor, E.J., & Kline, C.R. ,1982).

Goals affect satisfaction by serving as a value standard by which to assess performance.  We examine two

aspects of the goal context in team-based organizations:  the fit or alignment of goals across the various

levels of the system (individual, team, business unit and organization),  and the specificity and

measurability of goals.

Organizational goals translate strategy into targets that guide and motivate behavior.  Goals also

provide a basis for shared understanding within the team of the purposes and target of work activities and

enable integrated collective action.  The alignment of goals at different systemic levels ensures that

individual and team efforts are focused on organizational outcomes.   If there is a lack of fit between goals

of the individual and the team, then much individual effort may not contribute to and in fact may be at

cross-purposes with team goals.  Team performance may not fully contribute to business unit

performance if the team’s goals are not aligned with business unit goals, and if the team optimizes its own

performance at the expense of the performance of the larger organizational system.  If goals are aligned,

team members are more likely to develop a shared understanding of where their effort and their team’s

effort fit into accomplishing  broader business objectives.  Thus, we examine goal alignment between

individual, team, business unit, and company goals, and hypothesize that:

2a.  Goal alignment contributes to enabling shared understanding of a team’s direction, work, and

priorities.

2b.  Goal alignment contributes positively and directly to the effectiveness outcomes.

Finally, goals should be specific and measurable. Goal-setting studies have shown repeatedly that

people who try to attain specific and challenging goals perform better on a task than people working with

vague goals like “do your best” or no goals at all. This finding  has been verified by both literature

reviews (Latham & Lee, 1986, Locke et al., 1981) and meta-analyses (Mento, Steal, & Karren, 1987;

Tubbs, 1986).  It has been replicated in more than 400 studies involving 40,000 subjects and is one of the
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most robust findings in the social psychological literature (Locke & Latham, 1990). Although most of

these studies deal with individual goal-setting and performance, studies of group goal-setting have also

found that specific goals lead to better performance than unspecific, vague goals (for example, Cohen,

1959; Ishida, 1980; Latham & Kinne, 1974; Latham and Yukl, 1975; and Watson, 1983). In a team

setting, having specific quantifiable team goals helps members to direct their efforts toward the same end.

Members become less likely to perform activities not related to the team goal.

It can be argued that having clear and specific goals is particularly critical for knowledge work

teams, due to the difficulty of integrating efforts of people from different “thought worlds” (Dougherty,

1992). People in different specialties have different understandings of such basic performance categories

as customer responsiveness or quality.  They attach different meaning to vague or general goals such as

“meet customer need”.  In such settings, very clear and specific goals may serve as a common focus and a

springboard for integrating their perspectives, knowledge and contribution into an effective team work

system.  Measurability indicates an extreme level of specificity in that goals are expressed in terms

commonly understood and “objectively” determinable. Thus, we hypothesize that:

3a. Measurable goals positively contribute to a shared understanding of the team’s direction,

priorities, and work.

3b. Measurable goals positively and directly contribute to effectiveness outcomes.

In general, each of the direction-setting contextual mechanisms has a cognitive and motivational

impact on performance outcomes.  They orient members and help them decide what to do and not to do,

as well as regulate the intensity and persistence of effort that team members apply to their tasks.

Although it is possible that different mechanisms will have differentiated impacts on our four major

criteria for effectiveness, neither previous research nor theory provides an a-priori foundation for making

differentiated hypotheses.

Goal-Setting Processes

In team-based settings, goal-setting processes need to take place both hierarchically and laterally.

Because teams are nested in business units that are in turn nested in the broader organization, a
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hierarchical goal-setting process is required to achieve the alignment of goals across the systems levels.

Goal-setting that occurs hierarchically in the organization helps ensure that the goals at each systemic

level contribute to those at higher levels and contribute to organizational performance.  Managers and

supervisors have a key role in ensuring that this cascading process occurs.  We will use the term

"supervisor goal-setting" to identify this hierarchical goal-setting process.

A hierarchical process may not be enough to ensure alignment across and within teams.  Lateral

goal-setting processes may also be required.  Teams in knowledge work settings are likely to be

interdependent with other teams and co-performers, and goals may need to be aligned across them.

Teams may need to negotiate their goals with other teams to make sure they are compatible, particularly if

their work impacts each other or if they rely on each other for support or input.  Similarly, the members of

teams are interdependent with one another, and their work requires collaboration. Such collaboration is

more likely if the goals of various team members are compatible and support collective team goals

(Donnellon, 1996).  Team members who participate together in the setting of goals learn about each

other’s requirements and the team’s requirements for performance;  this may make it easier for each

member to perform in a manner that takes others’ requirements into account (Weick and Roberts, 1993).

In a team-based organization, a participative goal-setting process entails not only efforts by supervisors to

involve subordinates in a hierarchical goal-setting process, but also engagement of co-workers laterally in

a collective process.  We use the term team goal-setting to describe this lateral process.  Thus, we

hypothesize that:

4a.  Supervisor goal-setting processes positively contribute to shared understanding of the team’s

direction, work, and priorities.

4b.  Supervisor goal-setting processes positively contribute to effectiveness outcomes.

5a.  Team goal-setting processes positively contribute to shared understanding of the team’s

direction, work, and priorities.

5b.  Team goal-setting processes positively contribute to effectiveness outcomes.
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We are not differentiating our predictions among effectiveness criteria about the impact of

supervisory and team goal-setting processes.  Existing theory and research does not provide sufficient

justification for differentiated hypotheses.

Study Methods

We used a cross-sectional survey method to test the hypotheses.  Individual team members

responded to questions about the direction-setting context, goal-setting processes, their team’s shared

understanding, and team and unit performance.  Survey measures of team effectiveness were also

collected from managers and customers who had a stake in the team’s work.  These key stakeholders of

team performance provided an external source of performance ratings.  Team member and stakeholder

surveys were administered in the same general time period.  Prior to administering the surveys, we

conducted field interviews with team members and managers in each business unit to obtain more

detailed information and insight about the settings.

Sample

We studied 173 teams from 26 business units in seven Fortune 500 corporations.  The companies

were in the aerospace, computers, consumer products, pharmaceuticals, and telecommunications

industries.  The business units and the teams within them were responsible for new product development

programs, product commercialization activities, information technology support, human resource support,

and customer sales and services.

         Table 1 presents individual and team level response rates for our sample.   The demographics of the

final sample were not appreciably different from those of the sample as a whole.  Our analyses are based

on a final sample of 108 teams.  Table 2 summarizes the member-level and team-level characteristics of

the sample. These characteristics illustrate how different these knowledge work teams are from the

prototypical production team in their multi-disciplinary composition, changing memberships, non-

dedicated members, geographically dispersed memberships, multiple reporting relationships, and highly

educated members.
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-------------------------------------------------------------

INSERT TABLE 1 AND TABLE 2 ABOUT HERE

---------------------------------------------------------------

Measures

Effectiveness.  We measured five aspects of team effectiveness: self-ratings of team performance,

stakeholder ratings of team performance, team member ratings of unit performance, member reports of

improvements introduced in the team, and self-ratings of satisfaction.  Team performance was measured

by a 10 item scale which included the following criteria:  customer satisfaction, continuous improvement,

quality, speed, innovation, utilization of key skills, employee commitment, productivity, costs, and

overall performance.  Team members were asked:  “Compared to what you think is possible, how

effective is your team in each of the following performance areas?  Fill in the percentage in the space

below.  (For example, 80% = eighty percent of what you think is possible.)”  Stakeholders were asked the

same questions for the team they were evaluating.  All reliabilities are calculated at the individual level.

The alpha for the team self-rating of performance is .96 and the alpha for the stakeholder rating is .94.

Team members were asked to evaluate the performance of their business unit as well.   The

questions included the same criteria and followed the same format as those about team performance.  The

alpha of business unit performance is .95.

Improvements were measured by a six item scale (α = .84).  Team members were asked to what

degree in the past year there had been accomplishments in the following:  1) “Introduced better tools for

doing our work”; 2) “Introduced better ways to organize”; 3) “Made improvements in our methods”; 4)

“Improved our work processes”; 5) “Improved coordination of work”; and 6) “Found better ways to

manage”.  Response codes ranged from one to three (1=no accomplishments, 2 = some accomplishments,

and 3 = significant accomplishments.)

Satisfaction was measured by a five item scale (α = .91)  that adapted items from the Michigan

Organizational Assessment Questionnaire (Cammann, Fichman, Jenkins, & Klesh, 1983). Two items
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measured job satisfaction: “All in all, I am satisfied with my job.” And “ in general, I like working here.”

Growth satisfaction was measured by 3 items.  “I am satisfied with the chances I have to…:”   1) “…learn

new things.”, 2) “…accomplish something worthwhile.”; and 3) “…do something that makes me feel

good about myself as a person.”  These five items factored together, so we decided to use a combined

scale.  Response codes ranged from 1= strongly disagree to 7 = strongly agree.

The four effectiveness scales measured by team member questionnaires were confirmed by factor

analysis using principal component extraction and varimax rotation to be measuring four orthogonal

dimensions of effectiveness.

Shared Understanding.  We designed the shared understanding scale specifically to measure

several areas of possible agreement among team members.   The scale items were:  1)“There is agreement

about our priorities;” 2) “People do not agree on what’s really important” (reverse scored);  3) “We have a

shared understanding of what we’re trying to accomplish;” and 4) “There is an agreed to way of getting

the work done”. Response codes ranged from 1 (strongly disagree) to 7  (strongly agree).  These items

form a scale that withstands all factor analytic attempts to break it apart, and shows good internal

consistency (α = .79).   The scale measures general agreement (as opposed to agreement about a specific

referent, such as goals or processes.)

Organizational Context.  We included three measures:  clear organizational strategy, goal

alignment, and measurable goals.  Clear strategy had four items (α = .83): 1) “This organization has a

clear strategic direction;”  2) “The strategy of our organization is not well-defined(reverse scored);”  3)

“There seem to be conflicting strategies at work(reverse scored);” and 4) “Top management seems

unclear about where the organization is going(reverse scored).” (1=strongly disagree to 7=strongly agree).

Goal alignment was measured with three items (α = .72), asking for the fit between individual

goals and team goals, team goals and the larger business unit’s goals, and the business unit’s goals and

the company’s goals.  (1 = strong misfit to 5 = strong fit).
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Measurable goals was measured with two items (alpha=.75): “Our work has quantifiable targets.”

And “Our work has measurable outcomes.” (1=strongly disagree to 7 = strongly agree).

Processes.  We included measures of hierarchical and lateral goal-setting processes.  For the

hierarchical measure, we asked “My immediate supervisor makes sure we have clear goals” and “My

immediate supervisor makes sure everyone knows what has to be done.”  This two item scale had an

alpha of .86.  For our measure of lateral goal-setting, we asked the same two questions with respect to

people with whom the respondent worked.  “We make sure we have clear goals.”  And “We make sure

everyone knows what has to be done.” This alpha was .84. (1=strongly disagree to 7 = strongly agree).

The six explanatory scales (shared understanding, three context measures, and two process

measures) were confirmed by factor analysis using principal component extraction and varimax rotation

to be measuring six orthogonal dimensions.

Level of Analysis

All analyses were conducted at the team level of analysis.  Anova runs across the 132 teams with

sufficient data confirm that for each variable measured by the team member questionnaire, the variation

between groups is significantly greater than the variation within groups.

Results

This section is organized in the following way.  First, we present descriptive statistics for our

measures and report the results from the correlation analyses.  Second, we present the overall results from

testing the proposed model using multiple regression.  Third, we present the results from testing our

hypotheses of the proposed linkages in the model.  We conclude by summarizing the key findings.

Descriptive Statistics

Table 3 shows the team-level means, standard deviations, and intercorrelations for all variables.

Scale reliabilities (in the form of coefficient alphas calculated at the individual level) are shown on the

diagonal.
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------------------------------------------

INSERT TABLE 3 ABOUT HERE

-------------------------------------------

 The relationships between the measures by team members and the single measure of stakeholder

evaluations of team performance may be of most interest because these data are not produced by a

common method.  The stakeholder measure of team performance is highly correlated with the member

self-rating of performance (.63).  This correlation between the stakeholder assessment and team

assessment of team performance is much higher than any other correlation between the stakeholder

assessment  of team performance and the other measures of the study.  Furthermore the pattern of

correlations of stakeholder ratings with other measures corresponds to the pattern of correlations between

member self–rating of team performance and the other measures, with the exception of  goal alignment

and satisfaction.   The intercorrelation between the team and stakeholder rating of team performance and

their similar correlation patterns with other measures are consistent with the assertion that both methods

are measuring common attributes of team performance.  Since the stakeholder measure of team

performance is also significantly correlated with many of the other measures in the study, we conclude

that the preponderance of significant correlations in the table as a whole cannot be attributed just to

common method bias.

Other relationships among the outcome measures are also of interest.  The team’s ratings of their

own performance and of business unit performance are strongly related (r=.71), as would be expected

given that they are both generated by a single method and the same respondents.  Business unit

performance is significantly but less strongly related to stakeholder ratings of team performance (r=.37).

These three measures are of outcome performance along dimensions such as cost, quality, speed and so

forth.  The two other effectiveness measures, improvements, and satisfaction, are measures that are more

subjective in nature and would be less apparent to those outside the team.  Team member satisfaction

relates quite strongly significantly to improvements, and less strongly to team self-ratings of its own and

the business unit’s performance, but not at all to stakeholders’ ratings of the team’s performance.
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Likewise, improvements relates to business unit performance but not to either rating of the team’s

performance.  Thus it appears that although there is agreement internally and externally about the team’s

performance,  our other measures of effectiveness are indeed picking up a different set of outcomes.  With

the possible exception of the relationship between satisfaction and team self-rating of performance, the

relationships between the various measures of performance and the improvement and satisfaction

measures do not appear to be strongly impacted by a single method bias.

Given the fact that most of the intercorrelations in Table 3 are significant, multiple regression

analysis is necessary to cut through this web of intercorrelations to test our model and hypotheses.

Testing the Model

We tested the model illustrated by Figure 1 using path analyses created by first regressing the

predictor variables on shared understanding, and then regressing them, along with shared understanding,

on each of the five effectiveness outcomes.  We also did a stepwise regression entering the five predictor

variables in the first step and shared understanding in the second, to examine the impact of the addition of

shared understanding on the change in R2 for each of the dependent variables.   Table 4 shows the results

------------------------------------------

INSERT TABLE 4 ABOUT HERE

-------------------------------------------

from these analyses.  All of the tests of the overall model are significant, explaining from 21% to 53% of

the variance in the dependent variables.  These results show that, in general, direction setting contextual

and process mechanisms are important for developing shared understanding and, along with shared

understanding, are important contributors to effectiveness.

Testing the Hypotheses

Table 4 also shows the results from testing each of the hypotheses.  The beta weights and their

significance levels highlight the relationships between each of the predictor variables and the performance

facilitator and effectiveness outcomes.
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Hypothesis A predicted that shared understanding positively contributes to the effectiveness

outcomes.  This hypothesis was supported for two of the five outcome measures.  Shared understanding

contributes to self-ratings and stakeholder ratings of team performance.  It does not positively contribute,

however, to unit performance, improvements, or to satisfaction.  When shared understanding was added

into the regression model in a stepwise fashion, the same results occur.  The changes in R2 are significant

for self-ratings of team performance and stakeholder ratings of team performance, but not for each of the

other dependent variables. Shared understanding, therefore, acts as a performance facilitator only at the

team level and only for performance outcomes.  It is not surprising that shared understanding has no

effect on unit performance, as we operationalized shared understanding at the team level.  Our

improvements scale, likewise, may be picking up phenomena at a higher level of analysis, relatively

unaffected by shared understanding within the team; but we still would expect that some improvements

took place within the team setting and the lack of relationship demands an explanation.

Hypothesis 1a predicted that a clearly defined organizational strategy contributes to shared

understanding of the team’s direction, work, and priorities.  Hypothesis 1a was supported.

Hypothesis 1b predicted that a clearly defined organizational strategy contributes positively to the

effectiveness outcomes.  Hypothesis 1b was supported for three out of five effectiveness outcomes, for

team ratings of team performance, stakeholder ratings of team performance, and unit results.

Interestingly, having a clearly defined strategy had no impact on making improvements in methods and

work processes or on team member satisfaction. In retrospect, one might conjecture that strategy is

relatively independent of the particular methods used by a team and so, therefore, is the clarity of the

strategy.  Strategy is also relatively remote from the personal issues of team members and therefore has

little impact on team satisfaction.

Hypothesis 2a predicted that aligned goals contribute to shared understanding. It was not

supported.  Having goals aligned at multiple levels did not enable a shared understanding of the team’s

direction, work, or priorities.
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Hypothesis 2b said that goals aligned at multiple levels contribute positively to effectiveness

outcomes.  The results were mixed and show a very interesting pattern.  Goal alignment predicted unit

results, but is negatively related to stakeholder ratings of team performance and not related to team self-

ratings.  Apparently the alignment of goals across the system levels operates largely to promote system

level performance, not the performance of a particular unit.  Furthermore, such vertical alignment

evidently does not always serve the interests of all the various stakeholders of the team.

Goal alignment does predict team satisfaction.  Our measure of goal alignment specifically refers

to the individuals’ goals as well as those of the larger units.  Alignment of individual goals with the goals

of the larger units may be an important determinant of satisfaction.  Alternatively or in addition, the

overall alignment of goals in the business unit may contribute to satisfaction by reducing the frustration

that people feel when people and units work at cross-purposes.

Hypothesis 3a predicted that measurable, quantifiable goals contribute to shared understanding.

It was not confirmed, although the relationship is significant if the standard for significance is lowered to

a .10 level of significance.

Hypothesis 3b predicted that measurable goals contribute to the effectiveness outcomes.

Measurable goals did contribute to unit results, providing some support for this hypothesis.  Interestingly,

measurable goals did not contribute to any team level outcome.  These findings suggest that the

measurability of goals of the smaller (team) unit may serve primarily to enable performance at the higher

(business unit) level.  Perhaps having measurable goals creates a way of making sure multiple teams in a

unit achieve performance specifically needed by the unit, and that a team’s performance dovetails with

the performances of other teams (Galbraith, 1994).

Hypothesis 4a predicted that supervisor goal-setting processes contribute to shared understanding

in the team.  It was supported, although the relationship is not particularly strong.

Hypothesis 4b predicted that supervisor goal-setting processes positively contribute to the

effectiveness outcomes.  It was not supported with respect to the performance outcomes or improvement.

Thus, supervisor goal-setting activities do not relate to team or business unit performance outcomes
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except through the indirect route via team shared understanding. Supervisor goal-setting processes do

relate to members’ satisfaction with their jobs and growth opportunities. Thus, supervisor processes seem

to relate most directly to affect and cognition, and not directly to collective performance.  This finding

may also be related to the findings of the relationship between goal alignment and team satisfaction.

These may imply that people like to have some authoritative (hierarchical) criteria by which they can

gauge what they are supposed to do and whether they have done it.

Hypothesis 5a predicted that team goal-setting processes positively contribute to the team’s

shared understanding of its direction, work, and priorities.  It was confirmed.  Team goal-setting

processes strongly predicted shared understanding.

Hypothesis 5b predicted that lateral goal-setting positively contributes to the effectiveness

outcomes.  It was not supported in most cases.  However, team goal-setting was the only predictor

variable that positively (and strongly) contributed to improvements in work processes and methods.  Such

improvements presumably would result in subsequent performance improvement.  It is interesting,

however,  that these team processes seem to result in attention being paid to work processes and methods

while supervisor goal-setting does not.  On the other hand, team goal-setting does not relate to team

satisfaction.

Summary of Findings

In general, our proposed model was supported in that contextual and process direction setting

variables do positively contribute to teams developing a shared understanding of their priorities and work

to be done, and also contribute to effectiveness outcomes.  However, the support for the study's

hypotheses is far more particular.

Having a shared understanding was important for team performance, but not for unit

performance, improvements, or member satisfaction.  The only predictor variable that contributed both to

shared understanding and to all of the performance outcomes was the clarity of the organization’s

strategy.  Two other contextual measures, measurable goals and goal alignment, contributed to unit

performance, but not to shared understanding.  Thus, all three contextual variables contributed to unit
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performance.  The two process variables, supervisor goal-setting and team (lateral) goal-setting, related to

shared understanding.  Therefore, although they had no direct impact on performance measures, they did

have an indirect impact on team performance measures through their impact on shared understanding.

The only predictor of improvements was team goal-setting.  Goal alignment and supervisor goal-setting

predicted team member satisfaction.

Discussion

The results of this paper confirm the importance of shared understanding to team performance,

and the overall importance of both contextual and process aspects of direction-setting because of their

direct impact and their indirect impact through shared understanding on the various facets of

effectiveness. Perhaps the most interesting aspect of these findings is the extent to which different

direction setting measures relate to different aspects of effectiveness.  These findings shed light on the

nature of organizations that perform complex knowledge tasks and are designed to work laterally, through

teams.  They also provide some evidence of the difficulty of the transition from a traditional

hierarchically oriented system to a team-based organization.

Shared Understanding and Effectiveness Outcomes

As predicted, shared understanding is a performance facilitator for knowledge work teams.

Previous work and theory suggested that when work requires judgmental decision-making and complex

interdependencies between contributors with substantially different knowledge bases, lack of a common

understanding impedes task effectiveness.  That both the teams themselves and their stakeholders rated

performance higher in teams that reported higher shared understanding is strong confirmation of this line

of reasoning.

A team’s shared understanding, however, was not related to unit performance.  This can be

explained by the difference in levels of analysis.  The shared understanding measure is a team level

measure—of its own priorities, goals, and work approaches--and thus would primarily impact how it

performed its own task.  In other work, we have found indications through qualitative observation and

interviewing that lack of shared understanding across the business unit can interfere with the ability of the
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unit as a whole to perform effectively, especially when there are strong interdependencies between the

various teams (Tenkasi, Mohrman, & Mohrman, 1998).  However, unit-wide shared understanding was

not measured in this research.

Surprisingly, shared understanding was not related to improvements.   Perhaps improvement had

not assumed salience in the eyes of team members as a purpose and a priority of their group.  Most of

these companies were in the midst of strong competitively driven performance pushes, in a few cases with

survival at stake, and this emphasis may have translated to teams as a pressure for immediate performance

with little focus on improvement.

The lack of relationship between shared understanding and satisfaction is a surprising and

intriguing finding.  Satisfaction is strongly related to the hierarchical alignment and supervisory processes

but not to shared understanding within the team.  This is reflected in our qualitative observations that

team members seemed most frustrated by events external to the team that interrupted their continuity and

kept them from focusing on their task.  For example, team members expressed frustration when their team

or individual goals and work were externally redefined midstream causing rework and delay, or when

members were pulled from the team to help with other business unit priorities.  They were also

dissatisfied when the messages they received from their supervisor contradicted the organizational

messages of the importance of the team and its goals. In many cases, these contextual occurrences seemed

to team members to be evidence that the organization didn’t support teams, or at least their team. Thus,

any impact of internal shared understanding within the team may be quite small compared to the

contextual features that shape satisfaction. The determinants of team satisfaction are discussed in more

detail in a later section.

Developing Shared Understanding

Having a clear organizational strategy and using goal-setting processes enable knowledge work

teams to develop shared understanding.  However, it is surprising that we did not find our other

contextual measures--measurable goals or goal alignment--to be similarly related to shared understanding.

Much has been written about the importance of measurable goals as a target to focus the team’s efforts.
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Indeed, in our study, measurable goals almost achieves a significant relationship to shared understanding,

but in these data we certainly cannot say it is a major contributor.  Apparently measurable goals provide a

target, but do not provide meaningful cues about priorities, what’s really important, or how to go about

achieving them. Goal alignment, which aligns individual goals with the team and the team’s goals with

the larger business unit, is not at all related to shared understanding within the team.

 This pattern of findings may reflect the nature of knowledge work settings.  The work is

uncertain and the settings are often dynamic. It may be that in such environments, goals and goal-

alignment are more fleeting.  Indeed, in our study, teams reported that goals changed frequently as the

organization’s priorities changed in response to changes in the environment.  In such settings, strategy

may be the key contextual touchstone that helps frame for a team a common understanding of its purpose.

In this study, shared understanding refers to the cognitive understandings by the team as it carries out the

judgmental parts of its work, including perhaps how it adjusts to the ongoing changes that it encounters.

In knowledge work teams, agreement about targets or alignment of targets may be less important to

shared understanding than if work is routine and the targets are in fact the purpose.

Team goal-setting processes strongly contributed to shared understanding, and supervisor goal-

setting processes also contributed, but less so.  The sensitivity of shared understanding to process

variables is consistent with prior research.  Others studying knowledge work have noted that to a large

extent teams develop a shared understanding through their own interactions.  Dougherty (1992), for

example, has talked about the need for successful new product development teams to create new routines

to underpin true collaboration.  She points out that the issue is far deeper than goals, although this

research suggests that the goal-setting processes are key contributors. King et al. (1998) found that one of

the areas in which distributed, interdependent teams need to coordinate and establish a shared meaning is

precisely around priorities and goals.

System Levels, Directionality, and Performance

A team-based organization is best thought of as a system in which teams are sub-units nested in a

larger business unit and individuals are elements within teams (Mohrman et al.,1995).  The business units
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may in turn be nested in divisions or still larger business units.  Whereas the traditional organization has a

primarily hierarchical orientation to direction, control, and integration, the team-based organization has

both a hierarchical and lateral orientation.  Teams may have responsibility for a whole piece of the

business, for example for a product or service, but work must also be done and decisions made that attend

to business-unit wide performance and provide direction for and integrate the contributions of units at

lower levels, like teams.  Thus, hierarchical decisions are those made with a broader scope of focus; there

is still an important hierarchical role to be played whether teams are “self-managing” or not.  On the other

hand, as mentioned earlier in the chapter, much that is done hierarchically in a traditional organization is

performed laterally in a team-based organization.  For example, the coordination of the work entailed in

producing the team’s product or service is done within the team.  It is clear that goal-setting also must

occur laterally in the team.

The findings from this research confirm the importance of both hierarchical and lateral processes

in team-based organizations.   There were several direction-setting measures that were primarily

hierarchical in nature:  goal alignment, strategy, and supervisor goal-setting.   These had mixed impact.

We expected and found that goal alignment across the various levels of the system would be a major

enabler of unit-wide performance because it lines up performances across levels.  What is more surprising

is that it does not relate to team performance at all, and in fact is negatively related to stakeholder ratings

of team performance.  This may reflect a dynamic by which the vertical alignment of activities contradicts

the needs of lateral stakeholders who may require performances from the teams that are not captured

when the team focuses mainly on issues of higher, managerially defined, system need. Our goal alignment

variable does not capture horizontal alignment, which may be quite important in knowledge work team

settings.  The importance of lateral processes is also underscored by the finding that another of the key

hierarchical variables, supervisor goal-setting, relates neither to unit level nor directly to team

performance, although it does contribute indirectly to team performance through its relationship to shared

understanding, which we have argued promotes effective lateral interaction within the team.
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In light of the literature, one of the most surprising findings of the study is that although the

team’s having measurable goals relates directly to the unit’s performance, measurable goals does not

relate directly, and only marginally indirectly, to team results.  We might best think of these goals as

linking the team’s efforts to the larger unit’s performance goals. However, the fact that this vertical

alignment to the larger system may be the major contribution of measurable goals should not lead us to

think of the goal-setting process as primarily a hierarchical mechanism, especially in light of the finding

that the team’s internal goal-setting processes relate to shared understanding and thus to team

performance.  Team goal-setting appears to be a bridge between the more hierarchical aspects that align

pieces of the system and the team’s own internal dynamics that lead to team performance.

Perhaps the best way of conceptualizing these overarching dynamics is that a primarily vertical

process, strategy formulation and communication, provides the framework within which teams can set

goals that contribute to the larger unit’s effectiveness and provides a shared understanding within the

team that facilitates team performance. The vertical contextual processes of alignment and even

measurability largely service performance at the larger system level. However, they have to be

supplemented by lateral processes.  Alignment is often fleeting in such a rapidly changing world, as is

evidenced by the number of team settings in which business unit decisions redirected team and individual

effort even during the short course of our study.  Thus, using strategy as the beacon and making sure that

teams set goals in support of that strategy may be the best that hierarchical processes can do.  The

ongoing adjustments to goals and activities that have to be made both within and across teams because of

the dynamic nature of the organization may be best left to lateral processes.

Improvement

The third measure of team effectiveness is improvement.  Our data show that the only direction

setting variable that explained the team’s effectiveness in this arena is the extent of team goal-setting.

This matches our experiences in the field ,  where we often saw that the immediate companion of team

goal-setting was not performance itself but planning for and development of the team’s resources, tools,

and processes that were required for performance in achieving the goals set.  In fact team goal-setting
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often took place in the context of the team planning for performance improvement, and vice versa.  While

we were not able in this cross-sectional study to measure the long-term performance results of

improvements, one clear message from our data is that the same processes (team goal-setting) that lead to

improvements in work process, methods, and structural improvements also contribute to a shared

understanding, which in turn contributes to immediate performance.

Interestingly, in Table 3 improvement correlates significantly with performance at the unit level

(r=.24) and not at all with the two team-level performance measures.  This may be because the locus of

initiation for process and methods improvement may be the broader business unit.  This does not mean,

however, that team level improvement, team goal-setting processes, and shared understanding are

irrelevant.  Other studies have found that a great deal of local focus and learning is required in each of the

teams and units of a larger business unit that is attempting to implement work improvements (e.g.,

Orlikowsi, 1996). Shared understanding and collective direction-setting are critical to such local learning

processes (Tenkasi, Mohrman and Mohrman, 1998).

Team Satisfaction versus Team Performance

The results highlight different dynamics that lead to performance and satisfaction. The paths that

lead to satisfaction are the more direct and obvious.  People in the team are satisfied when persons in

hierarchical authority positions (supervisors) set goals for them, and when they have goals that are clearly

articulated within a hierarchy of goals at the team, unit, and organization level. This may reflect the

vestiges and reality of hierarchy.  Team members feel that their fate and indeed the fate of their team

depends on hierarchical decisions.  Individually, people’s job assignments, appraisals, rewards, and

careers are perceived to depend more directly on supervisory decisions than on the team. Furthermore,

assignment to the team was full time for only one third of the respondents. The rest were on multiple

teams and often had other individual assignments as well, so that their focus was by definition beyond the

team. At the team level, funding and other resources and overall direction depend on higher level

decisions about the unit as a whole. If the business unit is performing well,  the team may experience

fewer disruptions and be better able to carry out its own mission in a way that is satisfying to its members.
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Furthermore, in these knowledge work settings there was a great deal of interdependence between teams,

and teams were expected to work out interdependencies to support business unit performance.

If we were to design direction-setting mechanisms solely on the basis of what satisfies people,

however, we would miss the mechanisms that lead to team performance, mechanisms that are less

obvious and more indirect than those that lead to satisfaction. Team performance in these organizations is

directly related to having a clear business strategy and a shared understanding among team members

about their direction as a team.  Clear strategy and, to a lesser extent, supervisor goal-setting appear to

help the team develop shared understanding, but the strongest contributor to shared understanding is team

goal-setting--a process that occurs within the team. The direction setting mechanisms that enable and in

fact require local sense-making lead to team performance.  On the other hand, except for supervisor goal-

setting, these mechanisms do not relate to member satisfaction. The direction setting mechanisms that tell

the team what performances are hierarchically required relate to satisfaction. For example, goal alignment

tells the team how it fits into business goals.  Clear business strategy helps the team to develop the shared

understanding that enables it to determine what to do.  Team goal-setting does not touch team member

satisfaction like supervisor goal-setting does.  In fact it is common to find teams demanding that their

supervisors set their goals, perhaps for the reasons stated above.  In our data supervisor goal setting and

team goal setting are not mutually exclusive.  They have an intercorrelation of .36 (Table 3). Table 4

shows that some part of the variation in supervisor goal setting (beta=.15) leads to shared understanding

in the team. In some team settings the roles of supervisor and team in goal setting seem to coexist

comfortably, apparently creating both satisfied and productive teams.

Implications of the Study

This study suggests that in team-based knowledge work settings overall system performance

requires both hierarchical and lateral direction setting.  It suggests that we cannot simply extrapolate from

findings in hierarchical organizations concerning the importance of contextual and process variables.  The

introduction of structures to perform work laterally creates a need to stimulate lateral processes in order

for lateral structures to be effective.  A fertile field for investigation is the interaction between contextual
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and process features that follow a hierarchical logic and those that follow a lateral logic.   This is in part a

unit of analysis issue.  Different direction setting approaches impact different systemic levels.  However,

it goes beyond that, and system dynamics must be explained in terms of lateral and hierarchical

contextual features.

Additionally, this study suggests the need for more research that contrasts knowledge work

settings where the work is non-routine, uncertain, and dynamic, with those that perform more routine,

structured work.  In this study, all of the teams performed knowledge work and most were in highly

dynamic, uncertain environments.  Our hypotheses were predicated on the type of work that we studied.

However,  future studies might examine whether these same factors are true of all team settings,  not just

those that perform knowledge work.

These findings also have far reaching implications for management processes and practice in

knowledge work teams settings in particular, and perhaps more generally in today’s dynamic world where

the value added by work increasingly stems from knowledge. They call for a greater balance between the

lateral and the hierarchical dimensions of performance for teams, the core performing units of the team-

based organization, to be effective, and for the system to be able to work out the core interdependencies

and handle uncertainty laterally.  The strong relationship of team goal-setting to shared understanding,

which is in turn related to team performance, is a strong indicator of the importance of such lateral

processes. Although not measured in this study, lateral processes across teams in the business unit are

likely to be equally important for unit-wide shared understanding and performance.  In fact, the increasing

number of unit spanning teams and networks attests to the need for such processes. Many of the teams in

this study are themselves structural approaches to achieving shared understanding across previously

separate disciplines and departments within business units. This study underscores the importance of a

true systems approach to direction setting, including both its contextual and process aspects.

These findings also carry strong implications for transition to a team-based organization.  First,  it

is clear that the organization will have to find ways to promote lateral processes that have not been strong

in the traditional organization. The study supports earlier observations that the role of the supervisor
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changes substantially (Manz & Sims, 1989;  Fisher  1993; Wageman, 1997) in particular in terms of the

direction-setting process. Supervisors must find their new role with respect to lateral goal-setting

processes.

The strong relationship of the hierarchical processes to member satisfaction points out another

significant transitional challenge.  Organizational members have been conditioned to focus on vertical

direction. In particular, pleasing the supervisor has been a primary route to personal career and financial

success in the traditional organization.  The organizations in this study had not fundamentally changed

many of the organizational manifestations of this logic.  Evaluations, rewards and promotions were still

primarily doled out through formal processes led by supervisors.  Gradually this is changing, as

organizations introduce variable, team-level compensation schemes, initiate 360-degree appraisal forms,

and give higher priority to lateral career movement.  If the old hierarchical processes predominate,

however,  team members will have to keep one ear attuned to vertical processes perhaps at the expense of

team performance.

Limitations and Strengths of the Study

This study has some clear limitations.  It is primarily a cross-sectional study, which raises issues

with regard to causal inference.  However, the fact that the model tested in this study was derived not only

from previous research but also conforms to our in-depth qualitative findings gives us some degree of

confidence that we are studying key issues.  A particularly limiting issue with respect to causality is that

we can only speculate about the importance of improvements for increasing performance over time.

Another weakness of the study is that most of our measures were derived from the same

questionnaire.  The task of finding common hard performance measures for multiple companies and even

for different units within the same company proved impossible to accomplish.  In a few cases, the

organizations we studied didn’t even keep team-level or business level metrics.  However, we derive

confidence from the convergence of team self-reported performance and independent stakeholder ratings,

and from the fact that team reports of team performance, of self-improvement, and of business unit

performance operate differently with respect to the independent variables.
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Finally, we are limited by what we studied.  Our discussion has speculated beyond our data.  For

example, we have not looked at all at the impact of direction setting on individual performance within

teams.  Nor did we include any direction setting variables that look laterally across the various teams in

the business unit.  And of course there are a host of variables, contextual and process, that relate to team

performance in addition to those that have to do with direction setting that have not been addressed in this

study.

On the positive side, the study had a robust sample size of teams, and the fact that they came from

multiple companies and represented many types of knowledge teams provides confidence in the

generalizability of these findings to other knowledge work settings.  On the theoretical side, it has

clarified the determinants of team performance by taking a systems look at the various direction setting

mechanisms in an organization and has seriously explored the issue of multiple levels of the organization

whose performance must be simultaneously considered and balanced.  In addition, the study takes some

first steps at measuring lateral and hierarchical aspects of the organization.  This dimension is key to the

study of emerging organizational forms and may require fundamental changes in our body of theory,

research methodology, and practice.
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Figure 1: The Impact of Direction-Setting on
Knowledge Work Team Effectiveness

Clear Strategy
Goal Alignment
Measurable Goals

Organization Context Effectiveness

Team Self-Rating of
Performance

Stakeholder Rating of
Team Performance

Business Unit
Performance

Improvements

Work Satisfaction

Supervisor Goal-
Setting

Team Goal-Setting

Processes
Shared

Understanding

Performance Facilitator



38

Table 1

 Study Sample

Number of Team Members Sent a Survey   1673
Number of Team Members Responding     1065
Individual Response Rate           64%

Number of Stakeholders Sent Survey  948
Number of Stakeholders Responding  474
Stakeholder Response Rate   50%

Number of Teams Sent Survey    174
Number of Teams Responding                       173
Team Response Rate         99%
Teams with Sufficient Data1      132
Response Rate of Teams with Sufficient Employee Data                76%

Number of Teams with Sufficient Stakeholder and Team Member Data                     108
Response Rate of Teams with Sufficient Employee and Stakeholder Data  62%

                                                                
1 Teams were considered to have sufficient data if data were collected from at least 50% of team members,
or, in the case of larger teams with 15 members or over, with at least a 33% response rate.
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Table 2

Sample Characteristics

Gender
Percentage of Men 78
Percentage of Women 22

Education
Percentage with some College or Technical Training 16
Percentage College Graduates     41
Percentage with Graduate Education or Degree 39

Average Company Tenure in Years 13

Role in Company
Percentage of Individual Contributors 67
Percentage Supervisor of Others 33

Percentage of First Level Supervisors 55
Percentage of Second Level Supervisors 31
Percentage of Third Level or Above 14

Average Number of Team Members        14
Percentage of Teams with Members from Multiple Disciplines    92
Average Number of Disciplines in Multi-Disciplinary Teams      5

Percentage of Team Members with Fulltime Team Assignments      32
Percentage of Time Spent on Work of Team for Partially Dedicated Members  46

Average Team Life Span in Months 18
Average Member Tenure on Teams in Months 14

Average Number of Meetings Per Month   3.5
Average Length of Meetings in Hours   2

Percentage of Members Describing Membership as Stable 30
Percentage of Members Describing Membership as Changing from Time to Time              64
Percentage of Members Describing Membership as Always Shifting  6

Percentage of Teams with Co-Located Members 45

Percentage of Members Describing Team as Reporting to One Manager 46
Percentage of Members Describing Team as Reporting to a Team of Managers 27
Percentage of Members Describing Team as Reporting to Different Managers 27

Percentage of Members Saying No One is Leader of the Team   6
Percentage of Members Saying One of the Members is the Leader 64
Percentage of Members Saying Manager at Higher Level is the Leader 30
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TABLE 3

Means, Standard Deviations, Intercorrelations, and Reliabilities

Variables M SD 1 2 3 4 5 6 7 8 9 10 11

1 Strategy 3.62 .70 (.83)

2 Goal

Alignment

3.96 .41 .59*** (.72)

3 Goals

Measurable

4.77 .74 .32** .29** (.75)

4 Sup’vr

Goal-Setting

5.01 .69 .25** .34*** .21* (.86)

5 Team

Goal-Setting

4.91 .63 .55*** .61*** .55*** .36*** (.84)

6 Shared

Understanding

4.43 .60 .52*** .42*** .50*** .38*** .70*** (.79)

7 Self-Rating

Team Perform

65.58 15.73 .57*** .44*** .32** .31** .41*** .50*** (.96)

8 Stakeholder

Team Perform

68.83 16.20 .37*** .06 .21* .24* .23* .37*** .63*** (.94)

9 Business Unit

Perform

63.74 12.64 .62*** .55*** .44*** .28** .44*** .44*** .71*** .37*** (.95)

10 Improve 1.99 .24 .31** .41*** .38*** .27** .59*** .43*** .12 -.01 .24* (.84)

11 Satisfaction 5.43 .58 .40*** .51*** .29*** .51*** .39*** .36*** .21* .04 .32** .52*** (.91)

Notes:  a) All values except for reliabilities are based on team level N of 108.
b)  Reliabilities based on individual level N of 1065.
c)  * p< .05,   ** p <.01, ***p<.001
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Table 4
Impact of Predictors on Performance Outcomes

(Regression Results)

Predictors Performance
Facilitator

Effectiveness
Outcomes

Shared
Understanding

Self-Rating
Team
Performance

Stakeholder
Rating - Team
Performance

Unit
Results

Improvements Satisfaction

Shared
Understanding
(A)

.28* .26* .08 .01  .03

Clear Strategy
(1a -1b) .21* .40*** .40** .42*** -.08 .11

Goal Alignment
(2a -2b) -.11  .13 -.29* .28** .11 .33**

Measurable
Goals
(3a-3b)

.14t .09 .06 .27** .08 .11

Supervisor
Goal-Setting
(4a -4b)

.15* .10 .16 .06 .06 .37***

Team Goal-
Setting
(5a - 5b)

.53*** -.17 -.08 -.19 .49*** -.09

Adj R2=.53
F=25.55***

Adj R2=.38
F=11.66***

Adj R2=.21
F=5.56***

Adj R2=.47
F=16.90**

Adj R2=.33
F=9.65***

Adj R2=.37
F=11.52***

Note:

a)  Numbers in boxes are beta weights for regression models
b)  N = 108
c)  When the outcome regressions are done in a stepwise fashion with the five predictor variables entered in the first step and Shared

Understanding added in the second, the changes in R2 due to the addition of Shared Understanding and their levels of
significance for regressions on each of the dependent variables are as follows:

For Self-Rating of Team Performance, change in R2=+.034 (F=5.79*)
For Stakeholder Rating of Team Performance, change in R2=+.029 (F=3.80*)
For Unit Results, change in R2=.003 (F=.585ns)
For Improvements, change in R2=.000 *F=.013ns)
For Satisfaction, change in R2=.000 (F=.057ns)

c)     t p<.10, * p<.05, ** p<.01,  *** p<.001


