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Abstract: Teamwork and competence development are two issues of growing 
interest in knowledge-intensive organisations, especially in dynamic high-tech 
sectors. So far, existing literature has not addressed the role teams play in the 
development of competences that are crucial to the individual organisation 
member. Therefore, we chose the high-tech sector, in which teams are the 
predominant form of job design, to conduct an exploratory case study of the 
competence development process at Microsoft Germany. Our research results 
show that in a fast-paced environment, teams can provide an adequate learning 
context and environment for specific competences, as long as they are 
purposefully integrated in an individual competence development process, 
contributing to the development of individual competences like problem 
solving, building team spirit and self-development. 
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1 Introduction: the necessity for competence development 

In today’s changing and competitive environment, companies need employees that are 
able to take the initiative, cooperate beyond departmental borders, establish intensive 
communication, and solve problems independently. In knowledge-based companies, 
employees must usually demonstrate these competences in teamwork. However, there is 
a lack of research on how to capitalise on the potential synergies that teams offer (Salas, 
Burke et al., 2000), and on the impact of team processes on the competence development 
of the individual team member. 

Most of the work done so far has analysed the behaviour and mechanism of small 
groups. The group dynamics research analyses, from a psychological perspective, the 
effectiveness of small groups and teams. It provides important findings concerning 
various aspects of the functioning of teams, particularly such factors as, group 
composition or group size, both of which influence the performance of the team, and the 
satisfaction of the team members (McGrath, 1984; Sader, 1991; Witte and Davis, 1994). 

Given their knowledge of the motives and needs of individual human beings in 
connection with work in organisations, researchers in the field of work and organisational 
psychology have analysed the development of different work concepts (Antoni, 1996; 
Frese and Zapf, 1994; Hacker, 1986; Hackman and Oldham, 1980). Newer concepts, 
such as change management and organisational development, provide managers with 
orientation and recommendations concerning the introduction of team-oriented structures 
and at the same time keep in mind the company’s goals (French and Bell, 1994). 

The contribution of teams to firm performance was examined, in particular, from an 
organisational theory perspective by developing a variety of concepts (Unger, 2002). The 
competence-oriented view (Hamann and Freiling, 2000; Lado et al., 1992) such as the 
well-known core competence concept of Prahalad and Hamel (1990) can be regarded as a 
further development of the early resource-orientated perspective in the strategic 
management literature (Barney, 1991; Wernerfelt, 1984). Concepts such as the learning 
organisation, or knowledge management, consider teams as catalysts for the development 
of specific core competences, in order to provide a basis for long-term competitive 
advantage and the success of the company (Foster et al., 1995; Senge, 1990). 

There are numerous overlaps between these different research streams. However, the 
existing literature lacks an integrating perspective that analyses how teams in 
organisations contribute to the competence development of the individual team member, 
of the team in comparison to other teams, and of the entire organisation. It is important to 
analyse and understand the relationship between the individual and team competence 
development as both are necessary and important for the future success of the company. 
This exploratory paper aims at describing how individual and team competence 
development processes are linked with one another. As a result, researchers as well as 
practitioners can gain some starting points for the design of follow-up studies, on the one 
hand, and for the conception and implementation of competence development tools and 
processes in companies, on the other hand. 

Our research will concentrate on the analysis of the role and contribution of teams to 
the competence development of individual organisational members by linking 
competence development and learning. Findings from learning psychology form the  
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theoretical basis for our analysis. After a discussion of the term ‘competence’ a 
theoretical part follows. In this part, we discuss the requirements and opportunities of 
teamwork from a learn-theoretical perspective. Then, we present the research design of 
our case study. Following that, the research results are described in more detail, and, 
based on the recommendation of Eisenhardt (1989) confronted with existing theory, to 
present conclusions regarding the use of teams during the competence development 
process. Finally, the implications and limitations of the research work are discussed, and 
areas for further research are identified. 

2 Theoretical foundation 

2.1 The meaning of ‘competence’ 

So far there is no uniform understanding of the competence construct. From an 
etymological point of view, today’s word ‘competence’ stems from the two Latin 
expressions ‘com’ (together) and ‘petere’ (first vines, to reach search). Chomsky (1980) 
introduced the term into communication science, to designate the ability to communicate 
effectively in a certain language. His study reveals that competence is an invisible 
combination of different components, which are organised in such a way that a specific 
achievement results in concrete situations (Weinert, 2001). 

White (1959), who introduced the term competence to motivational psychology, 
stresses that competences are a necessary prerequisite for successful acting (performanz) 
in certain situations, but they are not genetically innate. Competences result from the 
individual development process: they emerge in the interaction between the individual 
and its environment (Erpenbeck and von Rosenstiel, 2003). McClelland (1973) states that 
competences can only be analysed on the basis of observable behaviour. From this point 
of view, competence is only the result of some form of judging (attribution), which an 
observer attributes to an action. 

On the basis of the characteristics discussed above (subject focus, action orientation, 
situation dependency, and capability of development), Erpenbeck and von Rosenstiel 
(2003) define competence as the internal conditions for the regularisation of an action at a 
certain time. The assumptions of this (broad) working definition provide the basis for the 
selection and the interpretation of the literature that we discuss in the following sections. 
Thus, we take a very broad perspective of competence that comprises expertise, 
knowledge, and skill, as well as ability, and reflects the overall exploratory nature of our 
study. 

2.2 Basics of the competence development process 

Individual competences can be considered as a prerequisite for the preservation and 
further development of core competences as individual competences form the  
foundation for the development of organisational capabilities (Barney, 1991). As we are 
interested in the development and organisation of the competence development process 
itself, a theoretical understanding of how human beings acquire competences is 
necessary. 
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2.2.1 Learning theories 

For a long time, the classical understanding of learning in psychology was influenced by 
the deterministic view of behaviourism and neo-behaviourism. Humans were regarded as 
organisms that respond to particular stimuli. However, this research direction neglects the 
cognitive and the motivational components of learning (Piaget, 1948). Therefore, these 
theories are not able to sufficiently explain the development of competences. Thus, other 
explanations of learning must be considered, in order to explain learning as a prerequisite 
of competence development. 

From Banduras’ (1979) social-cognitive learning theory, which is complementary to 
the work of Vygotsky (1978), it is well known that humans learn not only from their own 
experiences, but also at the model, i.e., by observation of others in a concrete situation. 
Employees are able to learn from their co-team workers by observing how they solve a 
certain problem. Moreover, mentoring and coaching is possible. In this context, 
employees can discuss certain issues concerning their future career and the respective 
competences they have to build up with their mentor or they coach – who at the same 
time can serve with their behaviour and competences as a model for the employee she or 
he mentors or coaches. 

Kolbs’ (1984) theory of the experience learning postulates that learning is always 
associated with a specific situation or context. Knowledge has not only a social 
component, but also an individual one, since it is the result of interaction between the 
individual and its respective environment and, thus, continually changes (Unger, 2002). 
Experience learning takes place via reflection, which can be initiated either by the 
individual or from outside in the form of feedback during mentoring or coaching. Similar 
to that, Reynolds and Vince (2004) reconstruct experience-based learning as a practical 
reflexivity involving an intuitive, tacit sense and an explicit understanding of complex 
situations. 

Senge (1990) speaks of learning as a change of mental models. Mental models mark 
the often unconscious faith sets that affect and determine both the action and the 
cognition of humans. Mental models are internal representations of knowledge, which 
humans use to interpret specific situations (Seel, 1991). They represent modes of 
evaluating reality: however, they have only a simplifying character, and help to reduce 
complexity. The usefulness of mental models is closely connected with their correctness 
and their suitability to the situation. 

The recognition of inadequate mental models is only possible in a concrete social 
context, because mental models can only be understood by means of communication, 
regarded as indication-obtaining interaction between communication partners (Seel, 
1991). That is, certain forms of communication between two or more individuals provide 
the possibility of recognising and examining the correctness and suitability of mental 
models. Learning takes place when the existing mental model is replaced by a new one, 
which then form the basis for further acting. This change contains the acceptance and 
internalisation of new values, and the construction of a new mental model. 

As far as teams are concerned, Mathieu et al. (2000) have shown that shared-team-
based and task-based mental models are positively related to subsequent team process 
and performance. In a further study, Mathieu et al. (2005) demonstrated that team 
processes and performance were better in teams sharing higher-quality team mental 
models than in teams evidencing less sharing, or that had lower-quality models. 
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2.2.2 Competence via self-organisational learning 

The concept of self-organisational learning is based on constructivism. The core 
assumption of constructivism is that reality is always a reality designed by the individual 
itself (von Glasersfeld, 1987, Luhmann, 1990). This contradicts the deterministic view 
that characterises the traditional understanding of psychological learning. In addition, 
radical constructivist theories emphasise the mental processes of individual learning, and 
neglect situational factors, which are able to initiate and to affect learning. Therefore, 
learning theories based on moderate constructivism recognise that learning usually takes 
place together with others, in the appropriate social environment. Thus, learning is 
understood as a constructional, emotional, social, situational, self-steered, and active 
process. 

According to Erpenbeck (1997), the appropriation of competences can be described 
as an organised internalisation process, from value attitudes to emotions and motivations 
that result in actions. This process can be arranged during training-like education 
processes, or facilitated by moderators: however, a self-organised learning of 
competences is always required. That is, the appropriation of action competence is to be 
equated with self-organised learning processes (Greif and Kurtz, 1998). 

Learning is self-organised if a system (group, organisation, company) enters into 
work situations that cannot be mastered with the existing competences. The aim of this 
self-organised learning is to extend and deepen the capabilities of the system (Erpenbeck, 
1997). Nonetheless, this happens only if an appropriate self-learning competence is 
present. 

A prerequisite for self-organised learning is self-learning competence, which is 
affected by cognitive, motivational, and situational aspects. According to Straka and 
Stöckl (2001), the development of self-learning competence depends on the degree to 
which humans perceive autonomy, self-effectiveness, and social integration. These three 
conditions are represented by the concept of the ‘scope of action’ (Baitsch, 1985). This 
concept states that the more autonomous and the more positive the self and foreign 
estimates of competence existed in past roles, the more the individual is ready to take 
over responsibility for further competence development processes and self-organised 
learning. 

The team is an ideal work organisation form that creates a large scope of action, and 
thus strengthens self-learning competence, and promotes self-organised learning 
optimally (Antoni, 1996; Unger, 2002). According to Parker (1990), a team is understood 
as a group of people that interdependently pursue a common goal or task. Moreover, 
groups fulfil a further precondition of self-organised learning, by favouring the 
recognition of contradictions. Following Baitsch (1985), contradictions are considered as 
a starting point for competence development, because they represent a discrepancy 
between a desired condition and the actual perception of reality. This discrepancy can be 
both task-conditioned and interaction-conditioned: it can arise within the system under 
consideration (here, the team), and between the system and its environment (between 
team and management). If a team confronts itself consciously with these discrepancies by 
reflection and dialogue, then the individual team member learns not only during the 
complex task and during the approach to the solution of this task, but also during 
interaction in the team and during the process of learning. 

Following this theoretical argumentation, teams can, under certain conditions, 
positively affect the development of individual competences, by providing the necessary 
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learning environment. Whether these conditions are given in practice, and to what extent 
teams thereby take an important role, will be illustrated using the example of the 
subsequent case study. 

3 Methodology 

Since very little is known about the role and contribution of teams in the individual 
competence development process, a thoroughly detailed and, more specifically, 
qualitative approach is called for. According to Yin (1984), Lee (1999), Glaser and 
Strauss (1967), and Miles and Huberman (1994), case study analysis should be applied if 
a ‘how’ or ‘why’ question is asked about a current phenomenon that must be examined in 
its current context, using a multiplicity of data sources. Kepper (1996) points out that a 
single case study is a useful and meaningful proceeding when a qualitative objective is to 
be examined. We focus on Microsoft (Eisenhardt, 1989; Yin, 1984) for the following 
reasons. 

The high discrepancy between the evaluation of its material assets and the stock 
market valuation of Microsoft reflects the high value of its immaterial assets, making 
Microsoft a typical company of the information and knowledge age. It is known that high 
complexity and the dynamic nature of the information technology industry require high 
individual technical skills, along with a team orientation and the readiness to be flexible 
(Cusumano and Selby, 1996). In view of such large challenges, above-average employee 
satisfaction was the basis on which the German business magazine Capital awarded 
Microsoft ‘Best Employer 2003’ in Germany. Furthermore, Microsoft was nominated for 
the ‘Lifelong Learning Award’ of the European Commission. All this makes Microsoft 
some sort of ‘unique’ case. Microsoft is not only successful in financial terms, but also 
when considering working conditions and employee satisfaction. Thus, Microsoft can be 
considered as some kind of ‘good practice’ case in the high-technology sector, making it 
worthwhile to analyse this case. 

Moreover, we became interested in the topic of competence development by a lecture 
entitled ‘Employee Training and Partnering’ given in September 2002 by Ashley 
Wheaton, the former Director of Learning Services at Microsoft, at a symposium in 
Munich (Wheaton, 2002). Another opportunity to contact a top manager from the Munich 
office resulted after another lecture given at a Bavarian University. He also confirmed the 
actuality and importance of this topic at Microsoft. Furthermore, we contacted a human 
resource manager who is strongly involved in the process of competence development. 
Thus, it became possible to analyse a topic on which no research exists in the literature. 
The major aim of this exploratory study is to describe the competence development 
process of Microsoft at the example of Microsoft Germany along with the different 
methods and tools applied and to establish a link between the individual and 
organisational competences and how the team-oriented working approach at Microsoft 
Germany is related to the individual competence development process. The central 
research questions of this study are as follows: How does the team-oriented competence 
development process take place at Microsoft Germany? What methods and concepts are 
used in this process? What experiences has Microsoft Germany gained with this process? 

In addition to the two lectures, we have carried out three interviews with members 
from the management board, the director of the personnel department and a team 
member, covering different perspectives and different hierarchical levels in the 
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organisation. Moreover, we used available literature, information taken from websites, 
press releases, presentations, and internal documents for our case analysis in order to 
triangulate the data (Jick, 1979). This study uses the problem-centred interview as a form 
of the explorative, semi-structured interview. Since the research questions themselves are 
very broad, an interviewer manual was developed, with the help of a literature analysis 
(e.g., Erpenbeck and von Rosenstiel, 2003; Hamann and Freiling, 2000; Lado et al., 
1992), to define some more specific questions. The interviews with the company 
representatives from Microsoft employed a semi-structured design, to allow for an 
appropriate degree of comparability, and to provide ample opportunity for an 
unobstructed flow of narrations. The semi-structured interview design included the 
following questions: 

1 How do you define competence? 

2 What competences are relevant to the company and why are they relevant? 

3 What methods are used to develop and foster competences? 

4 What role does teamwork play? 

5 How is teamwork related to the relevant competences? 

6 What relationship exists between individual and team competences? 

The first part of the data analysis consisted in transcribing the fully taped interviews. 
Based on cyclic reading and rereading, each interview was structured and coded in order 
to facilitate subsequent analysis. The evaluation and interpretation of the interview data 
took place according to the procedure of qualitative content analysis, according to 
Mayring (1993) and was carried out by the two authors of the study. The developed 
coding manual defines categories for the questions, which were taken from the interview 
manual; it also states anchor examples, and specifies coding rules. The different 
categories are used to depict the methods and tools of the competence development 
process at Microsoft. In the following section, we describe the results of our exploratory 
case study. 

4 Findings of the case analysis 

4.1 The idea of competences at Microsoft 

At Microsoft, the importance of competence development has increased in recent years, 
and it is one of the top topics at management level. Moreover, the process of competence 
development is part of the strategic and operational goals at Microsoft. A very good 
example of this is the so-called competency tool kit (CTK), which was developed in 
1995, and is based on a survey questioning managers. In this context, seven success 
factors (cf. also Figure 1) of the company were identified: results, customer feedback, 
teamwork, long-term approach, passion for products and technology, 
functional/technical knowledge/skills, and individual excellence. 

The success factors are based on specific competences, which are directly assigned to 
them. “Competencies enable employees to do the job” was the understanding of 
competences, as expressed in the interviews. This corresponds fairly well with our broad 
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working definition of competence, introduced at the beginning of the paper. Thus, 
management at Microsoft operates in the awareness that the competences of its 
employees secure the success of the company. Thus, competences are inseparably 
connected with individual performance, and must somehow be evaluated. They are 
regarded, not as constant personality characteristics, but rather as ‘abilities’ that can be 
acquired and improved through learning. This indicates the potential for development 
supported by different instruments and methods. 

Figure 1 Success factors of Microsoft 
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4.2 The process of competence development 

In order to understand the role and contribution of teams to the development of 
competences, it is first necessary to describe the entire process of competence 
development that Microsoft employs, along with the different methods and tools used. 

Analysis of current competence condition (actual analysis). Competences are 
developed only through the combination of action and reflection. It is possible to foster 
this development in situations that make excessive demands on the existing competences 
of an organisation member, e.g., when he or she, for the first time, leads a complex 
project as a project manager. To be able to cope with this excessive demand, and 
understand it as a learning opportunity, it is necessary to provide opportunities for 
dialogue and reflection. Reflection makes it possible to recognise contradictions in the 
current situation, to promote the analysis of personal goals, and to use a qualitative self-
assessment of consciousness to develop existing competences. 



   

 

   

   
 

   

   

 

   

   68 L. Schweizer and M. Geiger    
 

    
 
 

   

   
 

   

   

 

   

       
 

For this purpose, Microsoft uses the CTK. It is a competence classification system 
that can be used to determine current competences: in each case, these are assigned to one 
of the success factors mentioned above (cf. Figure 1), and define the potential 
development paths of selected competences. Competences such as, e.g., open 
communications, a competence of the teamwork success factor, is first generally defined, 
and then verbally described in four different development stages. Additionally, the 
competence card contains an example of the demonstration of the competence in 
question. The card suggests several questions to facilitate the manager’s evaluation of the 
competence level of the individual. 

Definition of goals (objectives). As long as people do not merely repeat experienced 
operational sequences, but learn new things, they naturally acquire particular 
competences. However, in the organisational context, goals need to be aligned. Individual 
motivation and action should reflect the company’s vision and purpose, and to achieve 
this ideal is a fundamental managerial task. 

Goals orient acting: i.e., they indicate a certain direction. At Microsoft, it is suggested 
that individual actions contribute to those factors that have been identified as decisive for 
the success of the entire company. Goals are agreed upon through dialogue. Managers 
and employees meet once a year for what is called the development review. Microsoft 
applies management by objectives, the core of which is represented by the development 
review. There, the personal development of the employee will be discussed, and goals for 
the next year will be formulated. This concerns both performance-related goals, the  
so-called businesses goals, and goals related to personal advancement, the so-called 
development goals. The latter are of special interest in the context of this paper. In the 
course of the development review, manager and employee discuss the competences 
relevant to the individual’s future role and tasks, and finally agree “on five to seven 
competencies one will focus on and say, these are the most important ones, otherwise it 
becomes too broad” (interview quotation). 

The selection of these competences and their appropriate qualitative level is the result 
of the clear communication of requirements and expectations between management and 
staff. From the individual’s point of view, it takes a conscious decision regarding a 
particular role and the associated requirements. From the manager’s point of view, it is 
important to call the employee’s attention to his or her learning opportunities. Our 
interview partner, e.g., asks his employees to imagine their work activity as a fifty-year 
old. This mental scenario can help to increase consciousness of personal goals, which in 
turn can be transformed into vocational goals, from which again competence 
development goals are derived. 

To give an example, a competence development target might be to reach Level 2 of 
the competence ‘problem solving’ within a year. According to the definition, an 
employee on the basic level of this competence is able to solve routine problems 
effectively, and to report problems he or she cannot solve to his or her direct supervisor. 
A second level-employee can solve moderately difficult problems that concern his or her 
group, can experiment with different solutions, can make crucial contributions to problem 
solution within his group, and develop solutions for slightly more complex problems. 
However, before putting them into practice he or she will consult a higher-level manager. 

When both development and performance goals have been agreed upon, and concrete 
actions are planned, they are documented on the goalsheet. Of course, this tool can be 
used as a personal reminder. However, balancing future-oriented development goals 
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against actual performance-oriented goals becomes a crucial question of personal time 
management and prioritisation. 

4.2.1 Forms of learning (realisation) 

The question that follows the definition of competence development goals is, in which 
ways are the selected competences best developed. The methods Microsoft uses can be 
clustered into three main categories 

1 training 

2 mentoring and coaching 

3 learning on the job. 

According to the evaluation of our interview partners, “learning …  takes place only to 
10% by training, 70% on the job and to 20% by Mentoring and Coaching” (interview 
quotation). Thus, learning on the job is the most important way of learning at Microsoft. 
Nonetheless, we consider the efforts Microsoft undertakes in the other categories worth 
mentioning. To maintain our focus on the competence development process, we suggest 
the notion of learning forums that include different kinds of learning, and interactive 
effects concerning other learners and learning forms. 

4.2.2 Training as a learning for(u)m 

Via intranet, Microsoft employees can keep themselves informed of the different training 
opportunities. In their personal profile, they can also view their personal training record. 
Some trainings are directly assigned to particular competences of the CTK, while others 
are developed for specific competences. To participate in particular trainings, an 
arrangement has to be made with the manager and the personnel department. Each 
employee at Microsoft has 20 paid training days a year at his or her disposal. Technicians 
can do 10 extra days of technical training. Although trainings have an important role in 
the development process, the following disadvantages limit the suitability of this form of 
learning: long-term planning is required, a lot of time is needed, costs are high, and, 
often, the transfer of knowledge is lacking. Forms of learning that are more concretely 
related to the situation of the employee are mentoring and coaching which account for 
20% of learning at Microsoft. 

4.3 Mentoring and coaching as a learning for(u)m 

The mentoring system is based on the fact that experienced employees pass on their 
knowledge, answer questions from ‘inexperienced’ employees, give feedback, coach 
them with regard to special problems, and provide support for career planning issues 
(Cusumano and Selby, 1996). Mentoring is central to the training of next generation 
managers. 

Coaching is primarily a managerial task. However, it is also practiced amongst 
colleagues. From a leadership point of view, it means to bring “the employee there that 
he himself comes to an answer, because this actually increases the learning process” 
(interview quotation). Thus, the crucial competence is the ability to ask the correct 
questions. External or internal coaches assist in the analysis of certain situations and 
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problems, and support the search for solutions through the planning of concrete action. 
The main advantage of coaches is their outside view. However, the costs of external 
coaches are relatively high. This is one reason why they tend to be an add-on to the third 
and most important learning form, which is learning on the job, which accounts for 70% 
of the learning at Microsoft. 

4.4 Learning on the job as a learning for(u)m: individual learning and learning 
in the team 

Learning on the job means that learning is merged into the everyday work life. It extends 
the past scope of action of the person in question in the direction of the agreed-upon 
goals. E.g., if someone wants to become a manager, then he or she will have to gradually 
take over the manager’s role during goal setting or review discussions. The management 
aspirant may be assigned the leadership role of a project. “Here the people get big jobs 
and with them they grow. That is the philosophy at Microsoft. That the people get big 
tasks and at the big task they grow” (interview quotation). This can happen if the task 
exceeds the past competence condition, and thus forces the individual to leave his or her 
comfort zone.  “You can only grow outside your comfort zone” is the basic message of 
this form of learning, according to our interview partner. To avoid panic, opportunities 
for reflection and discussion must be provided. Feedback from the accompanying 
manager or coach plays a crucial role. “In this case one must be accompanied … It is 
done as a planned thing … one reflects and talks …with  the manager or with the 
mentor” (interview quotation). 

Learning on the job is not restricted to individual learning. On the contrary, teamwork 
is a key part of it. Our analysis strongly supports the idea that teamwork has a high 
strategic importance for Microsoft. It is defined as one of the seven success factors and 
the entire company is structured around teams. Microsoft even understands its strategic 
business units as teams, composed of different department teams, whose managers 
comprise several management teams. Apart from these well defined structures, a lot of 
teams work together across the borders of departments, business units and nations. 

To accomplish complex tasks, individual competences that are spread throughout the 
entire organisation are sought out, and integrated in teams that work together for a 
relatively short time. “We have that again and again, that strategic topics are tackled by 
cross-functional teams which often commit themselves freely to work together” (interview 
quotation). This implies that project members can work together, and pursue a common 
task as virtual teams. Again the principle of personal responsibility is stressed, because 
“people here do what they themselves think they should do. And if they take over too 
much, it is expected from them that they raise their voice accordingly. The personal 
responsibility is there” (interview quotation). 

Successful teamwork is evident in the competences defined in the CTK, especially 
the social competences. These comprise the ability to establish good work relations in the 
long term, and to know how to deal respectfully with others. In addition, successful teams 
are characterised by high team spirit: i.e., each team member assumes responsibility for 
the timing and the success of the entire team. Open communication, effective conflict 
management, and other factors strongly promote this. 

On the one hand, the importance of particular competences as a prerequisite for 
success depends on the type of the project (thus the task). On the other hand, it depends 
on the role that the individual team member plays (e.g., the role of the project manager). 
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Reversing this conclusion suggests that the absence of these competences can impair 
substantially the success of the team. 

Teams occasionally need to discuss and reflect on their own level of development. 
For this purpose, Microsoft offers teams the opportunity to hire a coach who will assist 
them in creating a coaching environment on the team level. Teams often use the so-called 
off sites for reflection and discussion. An off site is a meeting of one or more days in 
which managers and/or employees meet away from the office “to discuss in order to find 
us as a team, to plan difficult topics, where we really take the time during a whole day” 
(interview quotation). Off sites enable the evaluation of, and reflection on, current 
content-related questions, and the team process itself. Additionally, teams have the option 
to undertake common trainings to improve cooperative behaviour or the analysis of 
problems. 

Another learning forum is offered through learning teams, which are known as 
learning networks. These are “learning groups that cross departments and that after a 
Kick-off training are independently steered by the participants themselves” (interview 
quotation). Learning teams are intended to offer a stimulating environment, in which 
there occur self-assessment, feedback processes, and exchange of experience between the 
participating employees. Learning teams are completely handed over to the self-
organising capacity of the members, Microsoft neither supplies topics nor controls the 
outcomes. Again, employees take over the responsibility for their own time and 
resources. 

In summary, it can be said that learning in teams is integrated in the everyday work 
life. Moreover, teams seem to promote the personal development of technical and social 
competences to a high degree. Based on our analysis, we strongly support the proposition 
that teams positively affect individual competences. 

4.5 Evaluation of competence development 

Competence development can be assessed and adjusted through reflection. Microsoft 
applies several formalised evaluation procedures to assess individual and team 
competence and performance. 

Individual performance evaluation. The evaluation of individual competence 
development takes place half-yearly, during the performance review. The work that has 
been carried out is compared to the businesses and development goals that were 
discussed and documented in the development review. At Microsoft, it is assumed that 
new or improved competences will show up in the job practice, because the competences 
were acquired consciously and goal-oriented. This means, that the existence of particular 
competences is inferred from the practical work activity. Likewise, improved action will 
be interpreted as competence development. Thus, competence evaluation is to be equated 
with performance evaluation, in which the goalsheet is the central instrument. 

A system of grades from 2.5 to 5 describes the degree to which goals have been 
achieved. A grade of 2.5 is assigned at the lowest level, in the case where the employee 
“falls below performance standard and expectations of the job, demonstrates one or more 
performance deficits.” Both the quantitative goals (business goals) and the qualitative 
goals (development goals) enter into the performance assessment. “There are surely 
goals which are difficult to measure and others like sales objectives are naturally easily 
to measure” (interview quotation). A grade of 4 indicates the complete fulfilment of all 
goals, and thus leaves enough space to recognise individual excellence, over and above 
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the issues defined six months before. The sample questions on the competence card help 
to stimulate the discussion and are designed to assist the manager in the assessment of the 
relatively qualitative competence goals. Apart from that, feedback from colleagues and 
other managers can be an important source of information for the performance 
evaluation. Altogether “one gets a terribly good feeling for the grade” (interview 
quotation), which is the basis for salary increase and promotion (Hensche, 2001). 
Another advantage of this procedure is its transparency. 

Team performance evaluation. The evaluation of teams consists of two parts. To 
stress the team responsibility as a whole, each team member’s performance is judged 
equally against the degree to which business goals have been reached. In addition, there 
is an individual part of the performance evaluation, which examines whether or not the 
individual development goals have been realised. If the team reports to different 
managers, then the evaluation of the individual team members takes place in a joint 
conference. A suggestion for the employee in question is proposed by his or her 
respective manager, discussed, and compared with the grades of other employees at the 
same level. 

The mutual evaluation of the team members, in the form of formalised feedback, does 
not exist. The only formal source of information is the organizational health index (OHI), 
which contains the results of worldwide employee questioning. From the OHI, individual 
sub-indexes can be derived, which provide information about the team-internal climate, 
the satisfaction concerning cooperation with other teams, or the relationship between 
team and manager, and between team and customer. This information is accessible to 
managers, who are expected to initiate appropriate actions if problems become apparent. 

Figure 2 Competence development process 
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To sum up, the evaluation of competence development at Microsoft cannot be separated 
from the general performance review and, beyond that, it often serves to identify 
problems. Figure 2 describes how the phases of the competence development process are 
closely intertwined. Contradictions between competence expectancy and the actual state 
of competence, which become obvious through reflection, lead to active self-motivated 
planning and realisation of actions, the evaluation of which once again informs the actual 
competence and goal analysis. As far as the realisation of the competences improvement 
is concerned, teams play a predominant role, as almost 70% of the learning, and thus of 
the competences improvement, takes place on the job during teamwork, and is supported 
by learning teams. 

4.6 Case study conclusions 

In the previous section, we described the instruments Microsoft uses in the competence 
development process. It became clear that some of the instruments are cyclically assigned 
to particular phases, whereas others are used flexibly in different phases. The latter, such 
as the CTK, compose what we call tools (Senge et al., 1994). The CTK, e.g., serves 
various purposes at different stages of the process: 

• First, it enables the identification of competences on four different qualitative levels. 
Using the questions in conversation can stimulate employees to report concrete 
examples from their work life that provide a basis on which self-assessment and 
outside assessment can be compared. 

• Second, it supplies reference points for setting personal objectives, since the salary 
brackets and positions at Microsoft include clear requirements regarding the 
development of particular competences. The next stage in the competence 
development process depends substantially on the past role of the employee within 
the company, and the tasks associated with this role. 

• Third, the competences specified in the CTK serve as an orientation for the kind of 
development action that is to be taken. For example, some competences have special 
trainings assigned. 

• Finally, the CTK serves as a guideline for evaluating the agreed-upon goals during 
the semi-annual performance review. 

Figure 3 systematises these relationships, and provides an overview of the methods and 
tools used. The instruments inside the circle display the flexible character of tools, 
whereas those placed around the circle are more strictly related to a particular process 
phase. Nonetheless, it depends on the individual’s state of competence. Thus, the 
development review becomes, from the perspective of a young manager who trains his or 
her discussion leading competence, a for(u)m for realising objectives. Figure 3 shows that 
teams (team off-sites, teams on the job, learning teams) are an integral part of the 
individual competence development process as most of the work at Microsoft is 
inherently teamwork. 
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Figure 3 Methods and tools of the competence development process 
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Our data analysis and interpretation were intended to provide a systematic and detailed 
overview of the competence development process at Microsoft Germany in order to 
create a common basis for judging the role and meaning of teams for competence 
development. In the following section, the findings will be discussed in relation to the 
theoretical underpinnings of the study. 

5 Discussion, limitations and direction for future research 

Organisational learning is a very important issue for Microsoft, which considers itself on 
the way to becoming a learning organisation in an internationally-orientated context 
(Argyris and Schön, 1978, 1996; Cusumano and Selby, 1996; Kolb, 1984; Senge, 1990). 
In addition, the success factors of the company can also be interpreted as organisational 
capabilities and/or competences (Barney, 1991), which permit coordinated, organised 
action in a complex, dynamic environment. For Microsoft, competences are first of all 
understood as individual goals and achievement-oriented capabilities, which are proved 
through action, and which need to be continually improved. 

With regard to competence development, the human resource department and 
managers have mainly advisory functions. Instead, the self-responsibility of individuals 
and teams is emphasised, and self-organised actions are welcome. This points to an 
understanding of competence in the sense of internal conditions for particular situational 
actions which is similar to those of Erpenbeck and von Rosenstiel (2003). Teams are 
considered to foster and support individual competence development through learning 
teams, teams on the job, and team off-sites. Thus, they are an integral part of the 
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individual competence development process by providing many different learning 
opportunities, as well as opportunities for discussion and reflection. 

The for(u)ms for competence development clearly indicate a constructivist 
understanding of learning (von Glasersfeld, 1987; Luhmann 1990). This becomes 
especially obvious when we recall that employee and manager jointly undertake the 
analysis of the actual state of competence analysis, the identification of contradictions, 
and the setting of business and development goals. In realising these goals, most 
importance is attached to learning in the social context (Bandura, 1979). This means that 
teams, during the work process, and through the assumption of new tasks and roles. Job-
near learning is mainly supplemented by other learning forms like trainings, within 
certain financial and time limits, because training fulfilment is positively related to post-
training organisational commitment and motivation (Tannenbaum et al., 1991). 

At Microsoft, teams are used as a combined learning and work form, and they serve 
both individual and organisational competence development. The results of these learning 
processes are evaluated by a competence-oriented performance review, which refers to 
those goals formulated at the beginning. The cross-comparison of self and foreign 
judgment, which is obtained by the feedback procedures, seems to have a positive 
influence on the further competence development process. This is mainly because the 
discovery of contradictions and problems, through these feedback mechanisms, leads 
directly to actions that concern future competence development. 

Although the competence development process at Microsoft Germany has a positive 
impact, some limitations and restrictions apply. First, personal readiness and motivation 
to change and develop competences is required (Cannon-Bowers et al., 1998). “Someone, 
who is not ready there, does not get ahead” (interview quotation). When recruiting new 
employees, Microsoft does attempt to take into consideration a basic affinity for change 
and flexibility. Afterwards, the methods and processes themselves create consciousness 
of the necessity to change. However, the demanding requirements of everyday business 
life may themselves restrain and affect the recourse to and/or availability of particular 
time-intensive and cost-intensive learning forms. In the long run, employees need to take 
on responsibility for their own competence development. 

Second, the transparency of the systems can create great pressure, as competences are 
developed and more responsibility is taken over. This pressure must be balanced against 
the achievement of personal development and growth. At Microsoft, consciousness of the 
necessity of crises and challenges for personal development is passed on through 
exchange of experience. Interestingly, the transparency of the evaluation systems may 
have a strong motivational effect. 

“Some indicators show that altogether the organization is good, because of best 
employers etc., also in terms of business successes, the climate, how is worked 
here, how people exert themselves … This drive of the people to push the 
company forward, this is really a great dynamic. This dynamic exists and 
people therefore show a lot of engagement and have much fun at work … I am 
very proud, I really must admit, if I receive my good marks from the employees 
in such an environment with a high transparency, so that I am able to see:  Hey, 
that is what I have reached!” (interview quotation) 

Third, due to the dynamic nature of competences, the competence development process 
must be exposed to constant critical revision, despite all positive experiences. E.g., 
Microsoft regularly examines the appropriateness of its success factors and, if necessary, 
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adds new competences to the CTK. In addition, Microsoft evaluates trainings and 
searches for new methods of competence development. 

Fourth, generalisation is hardly possible based on this single case study. From this 
point of view, our study lacks a certain degree of external validity which means the 
degree to which findings can be generalised to other settings (Denzin and Lincoln, 1994) 
similar to Microsoft. However, it is important to note that this was not the intention of 
this exploratory and descriptive paper as we had the intention to analyse the competence 
development process at Microsoft as a unique case. Given the specific company’s culture 
and environmental situation, neither the competence development process nor the team 
structures of Microsoft can be transferred easily to other organisations. Our aim was to 
explore and describe the roles teams can assume in the competence development process. 
This case study is located in the knowledge-intensive, complex, and dynamic 
environment of the IT industry. These environmental factors must be considered, as well 
as the fact that the ‘status’ of the Microsoft employees, as knowledge-workers, facilitates 
the consideration of competence during the performance evaluation. Because of that, our 
findings should rather be considered as suggestions or as a starting point for initiating a 
competence development process. 

So far, no empirical study has analysed the role and contribution of teams in the 
competence development process of organisations. Apart from other industries, it would 
be worthwhile to examine whether the principles of competence development can also be 
applied to other organisational contexts. In addition, we lack detailed knowledge of how 
different contents of the process phases influence team performance and vice versa. 
Interesting questions for further research are: Do concrete goals inhibit creativity, or do 
they foster performance? How much training does a team need to excel? What forms of 
team-oriented performance evaluation influence further competence development, and in 
what ways? 

Much has been said about the learning organisation, but few insights exist into 
whether and how teams really contribute to the development of organisational 
competence. The interfaces and connections between individual, team, and organisation 
are far from being understood well. Action research may be one suitable approach to 
examining these issues more closely, and to improving our knowledge of the role and 
importance of teams in competence development. If this paper has generated interest in 
such projects, then it has served its purpose. 
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