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journals as Academy of Management Journal, Academy of Management Review, 
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Review. His research was highly influential and explored a range of management and 
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 management, global assignments, job loss, absenteeism, job satisfaction, goal setting, 

job performance, training method effectiveness, and organizational climate. The diver-

sity of  Jack’s research reflected the complex and interrelated nature of  management 

issues in organizations. In 2000, in recognition of publishing a substantial number of 

refereed articles in Academy of  Management journals, Jack was inducted into the 

Academy of  Management’s Journals Hall of Fame as one of  the first thirty-three 

Charter Members. This is an impressive achievement when considering that in 2000, 
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in the following year, Jack became the Associate Dean of Research for the College of 

Business Administration at UH. In 1979, Jack was awarded the Hugh Roy and Lillie 
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research articles while holding these myriad leadership positions. 

 Jack made innumerable contributions to all facets of higher education, all of which 
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cies will be from the many individuals he mentored during his 45 years in higher edu-

cation. As busy as he was throughout his entire career, Jack was extremely generous 
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current and former students, junior faculty, colleagues from the publishing industry, 

and many others. He wanted people to succeed and would do everything he could to 

help them accomplish their goals. Jack would often invite younger faculty members to 

collaborate with him on research projects. As a member of 80 doctoral and master’s 

committees, Jack relished his role as mentor and would spend hours with graduate 

students, helping and guiding them through the process of  conducting original re-

search for their theses or dissertations. Jack was always willing to make phone calls 

and write detailed letters of  recommendation on behalf  of  his students to help them 

get hired or, later in their careers, get promoted or be awarded tenure. He invested 
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leges throughout the United States and now find themselves mentoring and inspiring 

their own students. 

 On a personal note, Jack was my mentor, colleague, and friend. Words cannot cap-
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organizational behavior textbooks and research projects over the past 10 years. We 

became acquainted in 1999, after Jack agreed to be my dissertation chair at the 

 University of Houston. Given Jack’s stature and commanding presence, I was a little 
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could switch rapidly between discussions of research, books, academic careers, teaching, 
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and the importance of being a good family man and father, and achieving balance in 
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   Preface 

 Revising and updating this textbook is always an exciting and challenging job. In com-

pleting this ninth edition of  Organizational Behavior and Management  we  reviewed the 

most current theories, research, and organizational applications for possible inclusion. 

We retained the classic, crucial, and long-standing work in organizational behavior. 

Chapter by chapter, we made a concerted effort to add several more company and other 

real-world examples to make the content more relevant and interesting for students. Our 

own teaching of organizational behavior and many excellent suggestions from the re-

viewers of the previous edition were factored into each phase of the revision. 

 The major task of the author team was to produce a user-friendly, accurate, clear, 

and meaningful revision that will result in enhanced student learning. The student and 

the instructor were always in mind as we carefully revised the book. 

 We have reviewed and considered numerous suggestions and notes from current 

instructors and students who use  Organizational Behavior and Management , as well 

as from colleagues, managers, and previous users of  the text. The themes and tone 

of  these  excellent ideas was to keep this book relevant, add more company examples 

than in previous editions, and help users apply the content to their own lives and job 

situations. The basic structure has been kept much as it was originally, but we have 

significantly updated, streamlined, and/or expanded the content of  each chapter. We 

have, in each new edition, added more comprehensive treatment of  the content base. 

The content in this revision has been related to events, activities, and decisions made 

in organizational life. We have updated all information that needed to be refreshed. 

Our intention in making these changes has been to offer an intensive treatment of 

organizational behavior that helps instructors teach easily and effectively. As dedi-

cated teachers, we revise with fellow teachers and the student population in mind. 

This book was not written as a research message or as a new theoretical model. Like 

its predecessors, the ninth edition of  Organizational Behavior and Management  con-

tains knowledge that applies both inside and outside the classroom. 

 Can the serious theory and research basis of organizational behavior be presented 

to students in an exciting, fun, and challenging way? We believe it can. Thus, we 

 expanded the theory, research, and applications of the subject matter in the revision 

of  the book. The ninth edition of   Organizational Behavior and Management  differs 

from the previous editions in these ways: 

   1.   Over a hundred domestic and global organizational examples have been added to 

help students relate theory and research to actual organizations and current events. 

Here is a sample of the real-world organizations and events that we added to this 

revision: Bernard Madoff scandal, Lehman Brothers, Simply Splendid Donuts and 

Ice Cream Shops, United Auto Workers union, the Chinese government, Facebook, 

LinkedIn, National Football League, Starbucks, Twitter, Apple, Walt Disney, 

 Frito-Lay,  Saturday Night Live,  H1N1 virus, Best Buy, Google, eBay, the Green 

Berets, and Verizon Communications.  

  2.   Expanded coverage of topics that is relevant to managers today, including: social 

corporate responsibility, the impact of the current economic recession on  employee 

stress and wellness, the explosion of social network sites, servant leadership, different 
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types of  organizational justice, skills needed by the 21 st  century workforce, rapid 

growth in employee diversity, workplace spirituality, positive attitude and cultures, 

organizational socialization, Gen Y employees’ characteristics, work–life  balance 

and alternative work arrangements, breach in psychological contracts, pay equity 

for women, violence and uncivil behavior at work, “love contracts,” different types 

of sexual harassment, and impression management tactics.  

  3.   Fundamental themes were woven throughout the book, including globalization, 

managing diversity and demographic changes, technological changes, total quality, 

and ethics and social responsibility. These themes are consistent with the recom-

mendations for balanced subject matter coverage made by the American Assembly 

of Collegiate Schools of Business/International Association for Management Edu-

cation. This internationally acclaimed accrediting body establishes the boundaries 

for appropriate topic coverage.  

  4.   Several of  the end-of-chapter cases have been revised. New cases have replaced 

some of the previously used cases. A sample of the new cases includes: “Conflict at 

Walt Disney World: A Distant Memory?”; “The Power and Politics of Privacy on 

Social Networking Sites”; and “The Race for a Top-Selling Electric Car: Will Up-

start Company Detroit Electric Beat Ford?”  

  5.   Many of the book’s elements—Reality Check, Global OB, Organizational Encoun-

ter, You Be the Judge, and Management Pointers—have been updated or replaced 

with current examples and issues relevant to managers. The elements included in 

the final array were considered to be relevant, teachable, and complete.  

  6.   The complete set of materials—text, exercises, elements, and cases—stimulates stu-

dents to think about how they would respond if  they were in the situation being 

discussed or displayed.   

 Reading the ninth edition of   Organizational Behavior and Management,  students 

become involved participants in learning about behavior and management within 

work settings. We have designed the book with instructional flexibility in mind. The 

book combines text, self-learning exercises, group participation exercises, and cases. 

These elements are directed at students interested in understanding, interpreting, and 

attempting to predict the behavior of people working in organizations. 

 Organizational functioning is complex. No single theory or model of organizational 

behavior has emerged as the best or most practical. Thus, managers must be able to 

probe and diagnose organizational situations when they attempt to understand, inter-

pret, and predict behavior. The ninth edition of the text devotes considerable attention 

to encouraging the development of these probing and diagnostic skills. The first step in 

this development is for each reader to increase his or her own  self-awareness. Before a 

person can diagnose why another person (a friend, subordinate, or competitor) is be-

having in a particular way, he or she should conduct a self-analysis. This introspective 

first step is built into each chapter’s content and into the learning elements found at the 

end of chapters. The content and these elements  encourage the students to relate their 

own knowledge and experience to the text,  exercises, and cases in the book. 

  Framework of the Book  

  Organizational Behavior and Management  is organized into five parts containing a 

total of  17 chapters, one appendix, and a comprehensive glossary. The framework 

highlights behavior, structure, and processes that are part of  life in profit and non-

profit organizations. The five parts are as follows:  
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 Part One: The Field of Organizational Behavior 

 The first chapter, “Introduction to Organizational Behavior,” introduces the field of 

organizational behavior and explores the how, what, why, and when of organizational 

behavior as viewed and practiced by managers. Chapter 2, “Organizational Culture,” 

covers such issues as internal culture, cultural diversity, and cross-cultural research.   

  Part Two:  Understanding and Managing Individual Behavior 

 These seven chapters focus on the individual, including topics such as “Individual Dif-

ferences and Work Behavior” (Chapter 3), “Perceptions, Attributions, and Emotions,” 

(Chapter 4), “Motivation” (Chapter 5), “Job Design, Work, and Motivation” (Chap-

ter 6) “Evaluation, Feedback, and Rewards (Chapter 7), “Managing Misbehavior” 

(Chapter 8), and “Managing Individual Stress” (Chapter 9).   

 Part Three: Group Behavior and Interpersonal Influence 

 These two topics are explored in a three-chapter sequence: Chapter 10, “Groups and 

Teams”; Chapter 11, “Managing Conflict and Negotiations”; and Chapter 12, “Power, 

Politics, and Empowerment.”   

 Part Four: Organizational Processes 

 Part Four includes three chapters: Chapter 13, “Communication”; Chapter 14, “Deci-

sion Making”; and Chapter 15, “Leadership.”   

 Part Five: Organizational Design, Change, and Innovation 

 Two chapters make up the final part: Chapter 16, “Organizational Structure and De-

sign,” and Chapter 17, “Managing Organizational Change and Innovation.”    

  Features of the Ninth Edition  

 The new “Reality Check” and “You Be the Judge” elements start and end each chapter 

and are helpful for reflective analysis and debate individually or in small in-class groups. 

 Second, this edition includes many other teaching and discussion “elements.” We 

define a text element as a specific, content-based story, case, or example that is associ-

ated with and illustrates the chapter’s objectives and themes. The end-of-chapter ele-

ments include exercises and cases that were selected because of their relevance to the 

chapter content and because of feedback from adopters. 

 Third, we have purposefully woven global events, situations, and examples through-

out the book’s content, elements, and end-of-chapter material. Globalization is such a 

vital concern today that it must be presented and covered throughout the book. 

 Fourth, managing diversity in the workplace is presented and discussed through 

the text. 

 Fifth, ethical behavior and social corporate responsibility are topics of major con-

cern throughout the world, especially in the wake of recent U.S. scandals. Examples, 

incidents, and debates that present ethical dilemmas are integrated into the book. 

 Sixth, the text emphasizes realism and relevance. Hundreds of real-world examples 

of decisions, business situations, problem solving, successes, and failures are presented. 

Fortune 1000 companies do not dominate this book. Smaller and medium-size firms 

that students may not be familiar with are also used to illustrate organizational behav-

ior and management activities. Finally, we have taken the time and space to explain 

the concepts, frameworks, and studies presented in the text. It was not our intention to 
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be an encyclopedia of  terms and references, but instead to use the ideas, work, and 

concepts of colleagues only when they add learning value to the chapter content. The 

goal of  each presentation is to present something of  value. A “cookbook” list of 

terms, names, historical points of reference, or empirical studies often becomes pedantic 

and boring. Comments on previous editions of  this text suggest that  Organizational 

Behavior and Management  is readable and teachable. We believe this is so as we  actively 

teach using this book. 

 The learning and knowledge enrichment elements, the Reality Checks, Organiza-

tional Encounters, Global OB examples, Management Pointers, You Be the Judge fea-

tures, exercises, and cases, can be used by instructors in any combination that fits the 

course objectives, teaching style, and classroom situation.  

 Organizational Encounters 

 Organizational Encounter features are interspersed throughout the text. They focus 

on ethical issues, global examples, and general organizational behavior and manage-

ment activities. The encounters bring the concepts to life by presenting meaningful 

examples of activities that tie in with the chapter content.   

 Global OB 

 Global OB features focus specifically on global issues, problems, solutions, and pro-

grams. These are based on a variety of individual, group, or organizational situations.   

 Management Pointers 

 Management Pointers appear throughout the text—with at least one in each chapter. 

This element explains, in straightforward terms, principles of  how to manage and 

how to lead. These principles are easy to understand and use and are based on expe-

rience, theory, and empirical research.   

 You Be the Judge 

 The “You Be the Judge” scenarios in each chapter present a particular problem, di-

lemma, or issue and require the student to make a decision and solve the dilemma, 

problem, or situation. These action-oriented elements are intended to increase student 

involvement. Our “Comment” on the dilemmas is found at the end of each chapter.   

 Exercises 

  Organizational Behavior and Management  also includes self-learning and group exer-

cises. Some of the exercises allow the individual student to participate in a way that 

enhances self-knowledge. These self-learning exercises illustrate how to gather and use 

feedback properly and emphasize the uniqueness of  perception, values, personality, 

and communication abilities. In addition, a number of  exercises apply theories and 

principles from the text in group activities. Working in groups is a part of  organiza-

tional life, so these exercises introduce a touch of reality. Group interaction can gener-

ate debates, lively discussions, testing of personal ideas, and sharing of information. 

 Furthermore, the exercises are designed to involve the instructor in the learning 

process. Student participation allows for trying out techniques and patterns of  be-

havior and integrating exercise materials with the text. None of  the exercises requires 

advance preparation for the instructor, although some require returning to a particu-

lar section or model in the chapter for information. The main objective is to get the 

reader involved.   
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 Cases 

 The chapters end with full-length cases. These cases reflect a blend of old- and new-

economy examples, principles, and lessons. Lessons can and are still being learned from 

older situations, recent examples, and current front-page news incidents. These realis-

tic, dynamic cases link theory, research, and practice. They provide an inside view of 

various organizational settings and dynamics. The cases, like the real world, do not 

have one “right” solution. Instead, each case challenges students to analyze the com-

plexity of the work environment as if  they were general managers. The cases also are an 

invaluable teaching tool. They encourage the individual student to probe, diagnose, 

and creatively solve real problems. Group participation and learning are encouraged 

through in-class discussion and debate. The questions at the end of each case may be 

used to guide the discussion. A case analysis should follow the  following format:  

  1.   Read the case quickly.  

  2.   Reread the case using the following model:    

a. Define the major problem in the case in organizational behavior and manage-

ment terms.    

b. If  information is incomplete, which it is likely to be, make realistic assumptions.    

c. Outline the probable causes of the problem.    

d. Consider the costs and benefits of each possible solution.    

e. Choose a solution and describe how you would implement it.    

f. Go over the case again. Make sure the questions at the end of the case are an-

swered, and make sure your solution is efficient, feasible, ethical, legally defen-

sible, and can be defended in classroom debate.           

     Other Learning Devices 

  Learning objectives  begin each chapter to help the reader anticipate the chapter’s con-

cepts, practices, and concerns. 

 An important part of any course is vocabulary building. Thus, the book provides a 

thorough glossary of key terms at the end of the book. Before a quiz or test, students 

can use the glossary to pick out terms that they will be expected to know and use. 

 We were determined to help the reader prepare his or her own portrait of organiza-

tional behavior and management. We hope the text, exercises, cases, and other learning 

and knowledge enrichment elements help each student become an adventurous ex-

plorer of how organizational behavior and management occurs within organizations.    

  Supplementary Materials  

 The ninth edition includes a variety of supplementary materials, all designed to pro-

vide additional classroom support for instructors. These materials are as follows:  

   McGraw-Hill Internet Support Site →  www.mhhe.com/ivancevichob9e  

The  Organizational Behavior and Management  website provides supplemental support 

materials for instructors and student. Instructor materials include the instructor’s man-

ual, PowerPoint slides, and test bank. Student materials include practice quizzes and 

chapter review material, as well as the following premium content: Self-Assessments, 

Test Your Knowledge exercises, and Manager’s Hot Seat interactive video exercises.

   The Instructor’s Manual is organized to follow each chapter in the text. It includes 

chapter objectives, chapter synopses, chapter outlines with tips and ideas, and project 



xviii Preface

and class speaker ideas. Organizational encounter discussion questions and suggested 

answers, as well as exercise and case notes, are also provided to help you incorporate 

these dynamic features into your lecture presentations. 

 The test bank has been updated to complement the ninth edition of the text. This test-

ing resource contains approximately 80 true/false, multiple choice, and essay questions 

per chapter. Each question is classified according to level of difficulty and contains a 

page reference to the text.   

 Video  DVD

 The Organizational Behavior Video DVD offers a selection of videos illustrating various 

key concepts from the book and exploring current trends in today’s workplace.     

 Contributors 

 The authors wish to acknowledge the many scholars, managers, reviewers, and researchers 

who contributed to every edition of  Organizational Behavior and Management.  In 

 particular, we would like to thank the following reviewers of the Eighth Edition, whose 

valuable feedback helped guide this revision of the book: Bret Becton, University of 

Southern Mississippi; Lee Grubb, East Carolina University; Dan Morrell, Middle 

 Tennessee State University; Michelle Ross, National University, San Diego; and Pat 

Scescke, National Louise University, Lisle. We are indebted to those individuals who 

granted permission for the use of exercises and cases. In addition, adopters of former 

editions have made invaluable suggestions, offered materials to incorporate, and 

 informed us about what worked well. These adopters are too numerous to list, but we 

appreciate the votes of confidence, the willingness to help us improve the book, and the 

obvious dedication each of you have to teaching. 

 Michael Dutch, associate professor and chair of the Department of Business Ad-

ministration and Economics at Greensboro College, contributed significantly to the 

development of chapters, pedagogy, and revision work on this ninth edition. He made 

suggestions, introduced relevant research and organizational examples, and discussed 

with the authors ways to improve the student and instructor friendliness of the book. 

Michael is an insightful and conscientious colleague who made a meaningful and 

timely contribution to this revision. 

 In addition, sections of the book were shaped significantly by two colleagues, James 

Donnelly, Jr., and James Gibson at the University of Kentucky. These two colleagues have 

shared and put into practice a common belief that teaching and learning about organiza-

tional behavior and management can be an exhilarating and worthwhile  experience. Roger 

Blakeney, Dick DeFrank, Bob Keller, Tim McMahon, Dale Rude, and Jim Phillips, all at 

the University of Houston; Dave Schweiger at the University of South Carolina; and Art 

Jago at the University of Missouri have exchanged materials, ideas, and opinions with the 

authors over the years, and these are reflected in these pages. 

 Finally, the book is dedicated to our current and former organizational behavior 

and management students at Texas State University, the University of Maryland, the 

University of  Kentucky, the University of  North Carolina at Wilmington, Florida 

Atlantic University, and the University of Houston. We also dedicate this textbook to 

the students who are becoming the managers and leaders so vital to the improvement 

of the overall quality of life in society in the 21st century. 

 John M. Ivancevich 

 Robert Konopaske 

 Michael T. Matteson      



      What really binds men together is their culture, the ideas and the 

standards they have in common. 

    Ruth   Benedict ,  Patterns of Culture (1934)        

  P A R T  O N E 

 The Field of Organizational 
Behavior   

  1.     INTRODUCTION TO ORGANIZATIONAL BEHAVIOR  

  2.     ORGANIZATIONAL CULTURE  
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 Introduction to 
Organizational 
Behavior   
 Learning Objectives 

 After completing Chapter 1, you should be 

able to: 

  •   Define  in applied terms  organizational 

 behavior  (OB). 

  •   Describe  the disciplines that have contri-

buted to the field of organizational behavior. 

  •   Discuss  the importance of understanding 

behavior in organizations. 

  •   Explain  the time dimension model of mea-

suring effectiveness. 

  •   Explain  the relationship between quality 

and organizational effectiveness.    

 Imagine going to work in an office, plant, medical facility, or store and finding co-

workers who are excited about their jobs, managers who listen carefully to workers’ 

comments about the job, and a general atmosphere that is vibrant. In this pleasant 

setting, people want to work hard, have pride in the job they are doing, trust each 

other, and share ideas on how to improve performance—groups work together, solve 

problems, set high quality standards, and enjoy the diversity of each co-worker’s family, 

ethnic, and religious background. 

 Is this just an illusion or a dream of an ideal work setting? Any manager would 

cherish, enjoy, and strive to maintain such a work setting. It is a picture of  the kind 

of  workplace that managers should use as a target to achieve. This is the workplace 

that will have to be created if  a firm, entrepreneur, or institution is to survive in the 

coming years. 

 Jack Welch, former chief  executive officer of General Electric and once known as a 

traditional hard-edge authoritarian manager, became a more human resource–oriented 

manager during his years at the helm. In his earlier days, Welch had a reputation for 

eliminating entire layers of employees. He was referred to as “Neutron Jack.” People 

were eliminated, but the firm’s buildings remained intact. Eventually, Welch learned 

that the human being is essential and the key to an organization’s success: 

  The talents of our people are greatly underestimated and their skills are underutilized. 

Our biggest task is to fundamentally redesign our relationship with our employees. The 

objective is to build a place where people have the freedom to be creative, where they feel 

a sense of accomplishment—a place that brings out the best in everybody. 1    

   C H A P T E R  O N E 
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 Reality Check 

  How much do you know about organizations?   

  1.   True or false: Eighteen of the top 25 largest (in market value) global companies are from the United 

States.  

  a.   True  

  b.   False    

  2.   The first comprehensive general theory of management applied to organizations was offered 

by   .  

  a.   Henry Ford  

  b.   Thomas Watson  

  c.   Henri Fayol  

  d.   Thomas Edison    

  3.   An American icon who emphasized the importance of quality production and products was 

  .  

  a.   W. Edwards Deming  

  b.   Walt Disney  

  c.   Sam Walton  

  d.   Mark Stine    

  4.   The most publicized study of organizations is called the   .  

  a.   Los Alamos Experiment  

  b.   Tavistock Studies  

  c.   Hawthorne Studies  

  d.   Dell Analysis    

  5.   Organizational behavior as a field is considered to be   .  

  a.   outdated  

  b.   the same as management  

  c.   multidisciplinary-anchored  

  d.   only applicable in developed countries      

 The key to managing people in ways that lead to profits, productivity, innovation, and 

real organizational learning ultimately lies in the manager’s perspective. Pfeffer cap-

tured the importance of people as assets by posing a number of questions and issues:  

 When managers look at their people, do they see costs to be reduced? Do they see reluc-

tant employees prone to opportunism, shirking, and free riding, who can’t be trusted 

and who need to be closely controlled through monitoring, rewards, and sanctions? . . . 

Or do they see intelligent, motivated, trustworthy individuals—the most critical and 

valuable strategy assets their organizations can have? . . . With the right perspective, 

 anything is possible. With the wrong one, change efforts and new programs become 

 gimmicks, and no amount of consultations, seminars, and slogans will help. 2   

 Welch’s and Pfeffer’s views about people are likely to be significant well into the 

21st century. In addition to being people-sensitive and astute, managers and leaders 

will need other skills and competencies. The next generation of leaders will need the 

charm of a debutante, the flexibility of a gymnast, and the quickness and agility of a 

cheetah. Foreign language ability, an international business perspective, and a work-

ing knowledge of technology and the law will also help. Since change is so widespread 

and constant, managers will have to be entrepreneurial. Waiting to be instructed on 

what to do and how to work with people will not be tolerated. The core qualities 
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needed to create the ideal work atmosphere begin with intelligence, passion, a strong 

work ethic, a team orientation, and a genuine concern for people. 3   

  Working and managing today and in the future is discussed in the above Organi-

zational Encounter. This Encounter captures some major drivers of change that man-

agers must address to be effective.  

 MANAGING AND WORKING TODAY 

AND IN THE FUTURE 
 The general opinion is that managers must become agile and 

flexible to help their firms develop and sustain an advantage in an 

increasingly competitive globalized world. They will need to har-

ness the powers of information technology and human capital to 

be successful. 

 The competitive forces facing managers are led by technologi-

cal changes and increasing globalization. These driving forces are 

characterized by greater knowledge intensity and the use of infor-

mation, the liberalization of developing economies (e.g., Brazil, 

Russia, India, and China), and new economic alliances and rules. 

 A good way to acquire a perspective on how fast the environ-

ment and competitive forces change is to examine the computer 

industry. In the mid-1980s, two of the hottest firms were IBM and 

Apple Computer. These two were fighting fiercely for market 

share in personal computers and software. Today, both of these 

firms have lost ground to firms such as Dell (personal comput-

ers), Microsoft (software), and Google (search technology). Look-

ing to the future, who will be in the front of the pack of the 

computer industry? 

 Markets are becoming borderless and global. Mergers, ac-

quisitions, and start-ups are changing how global markets oper-

ate. Strategic alliances have been formed in many industries. The 

key to competing globally is human capital. To attract, retain, and 

develop human capital, organizations will have to make available 

continuous learning. Organizations must identify knowledge, 

transfer it to employees, and update it continuously. Knowledge 

is required on the job, working in teams, interacting with external 

stakeholders (e.g., suppliers), and tapping competitors. Walmart 

managers systematically shop at competitors’ stores to examine 

how they operate, how products and services are delivered, and 

how they are marketed. 

 Knowledge sharing is another important aspect of remaining 

competitive. Ericsson, a Swedish electronics firm, encourages 

knowledge sharing through information technology. Ericsson em-

ployees and their families have free Internet access. An internal 

Web site focuses on competence development. Discussion 

groups, chat rooms, and specialty forums are used by many em-

ployees to create communities of practice (e.g., informed groups 

bound together by shared expertise, interest, and values for a 

concept, idea, or activity).  

  Sources:  Adapted from Stefan Stern, “Your Attention, Please, I Need 

You to Focus on This Now,”  Financial Times , January 6, 2009; Thomas 

H. Davenport and Laurence Prusak,  What’s the Big Idea? Creating and 

Capitalizing on the Best Management Thinking  (Boston: Harvard Busi-

ness School Press, 2003); T. Hellstrom, “Knowledge and Competence 

Management at Ericsson: Decentralization and Organizational Fit,” 

  Journal of Knowledge Management , 2000, pp. 4–10; and Michael A. Hitt, 

“The New Frontier: Transformation of Management for the New Millen-

nium,”  Organizational Dynamics  28 (Winter 2000), pp. 7–16. 

 O R G A N I Z A T I O N A L  E N C O U N T E R  

 Environmental Forces Reshaping Management Practice  

 A number of forces are reshaping the nature of managing within organizations. Orga-

nizations that have recognized these forces are working to channel their managerial 

talents to accomplish goals by using their knowledge about each of six major forces. 4  

   The first force at work is the    power of human resources   . The way people (managers, 

technicians, and staff  specialists) work, think, and behave dictates the direction and 

success of a firm. Unfortunately, companies face a shrinking pool of skilled job can-

didates and a shortage of technically skilled workers. Managing human resources as 

valuable assets to be maintained and improved is more important than ever. 

           To compete effectively in the 21st century,    globalism    must be understood and lev-

eraged. Global competition characterized by networks that bring together countries, 

institutions, and people is beginning to dominate the global economy. Of the largest 

25 global corporations in terms of  market value, 11 are from the United States, 

5 from China, 2 from the U.K., 2 from Switzerland, and one each from the Netherlands, 

 Australia, Japan, France, and Brazil. 5  As a result of  global integration, the growth 

      power  
 The ability to get things 

done in the way one 

wants them to be done.     

  globalism  
 The interdependency 

of transportation, 

 distribution, communi-

cation, and economic 

networks across inter-

national borders. 
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rate of  world trade has increased faster than that of  world gross domestic product. 

That is, the trading of  goods and services among nations has been increasing faster 

than the actual world production of  goods. To survive the fast-paced changes in the 

global world, firms must make not only capital investments but also investments in 

people. How well a firm recruits, selects, retains, and motivates a skilled workforce 

will have a major impact on its ability to compete in the more globally interdepen-

dent world.  

    The above Global OB describes the Globalization Index, a ranking of the globaliza-

tion integration and activities of 62 nations. This index provides a broad indicator of 

the global integration rates achieved by the transactions and activities within and 

 between nations. Singapore stands out as the most globally integrated nation accord-

ing to the Globalization Index.       

       A    culturally diverse    workforce is becoming a reality in the United States. As the 

complexion of America’s workforce changes, managers and co-workers need to learn 

more about each other so that a receptive work culture is created. While Japan and 

China are basically homogeneous societies in terms of  race, the United States is ra-

cially diverse and has been rapidly increasing its workforce diversity since the 1970s. 

Not only are racial and ethnic diversity growing, but also more women, older workers, 

and people with disabilities are entering the workforce in increasing numbers. The 

workforce in March 2009 was quite diverse with 48 percent being female, 13.9 percent 

Hispanic, and 12 percent African-American. 6  

  cultural diversity  
 The vast array of dif-

ferences created by cul-

tural phenomena such 

as history, economic 

conditions, personality 

characteristics, lan-

guage, norms, and 

 mores. 

 THE GLOBALIZATION INDEX 
 Several events during the past few years demonstrate how 

global the world has become. For example, thousands of 

 Chinese-manufactured toys containing lead were shipped around 

the world, a U.S.-led financial crisis sent several other econo-

mies into recession, and the H1N1 virus infected people in sev-

eral different countries. 

 Attempting to make sense of a “borderless” world, A.T. 

 Kearney and  Foreign Policy  magazine developed the Globaliza-

tion Index to attempt to measure how fast or far globalization has 

occurred. How extensive is globalization? Which countries are 

the most globalized? The least? The index employs indicators 

spanning information technology, finance, trade, politics, travel, 

and personal communication to evaluate levels of global integra-

tion. It attempts to measure the dense web of cross-border rela-

tionships and activities that occur each year. 

 With few exceptions the countries scoring the highest on 

the Globalization Index, calculated for 62 nations representing 

85 percent of the world’s population, enjoyed greater political 

freedom as measured by the annual Freedom House survey of 

civil liberties and political rights. 

 Singapore, Hong Kong, and the Netherlands lead the list as 

the most globalized nations in the world.  Although each of these 

countries is relatively small in size compared with the United 

States, these countries compensate for their lack of size, natural 

resources, and small domestic markets by opening their econo-

mies to foreign investment and trade. 

 Based on data collected in 2005 by A.T. Kearney and  Foreign 

Policy,  the United States ranks seventh among nations with 

 regard to globalization because of its strength in the technology 

area. For example, the United States is the leader in the amount 

of international cyber-traffic it handles; it has so much capacity 

that it also handles most of the e-mail traffic between Europe and 

Latin America. The top 20 globalized countries in rank order 

(1 being most globalized) are: 

   1.   Singapore     11.   Sweden  

   2.   Hong Kong     12.   United Kingdom  

   3.   Netherlands     13.   Australia  

   4.   Switzerland     14.   Austria  

   5.   Ireland     15.   Belgium  

   6.   Denmark     16.   New Zealand  

   7.   United States     17.   Norway  

   8.   Canada     18.   Finland  

   9.   Jordan     19.   Czech Republic  

  10.   Estonia     20.   Slovenia     

  Source:  “The Globalization Index,”  Foreign Policy , November/December 

2007, pp. 68–76. 

 G L O B A L  O B  
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   African-Americans, Hispanics, and Asians are now the fastest-growing groups in 

the U.S. employee mix. About 28 percent of  the U.S. workforce is likely to be non-

white by the year 2012. 7  Increased minority and female participation raises a number 

of  issues managers must address to remain competitive globally. Are minorities and 

women ready to take over high-paying, higher-status jobs? Unless they properly train 

and prepare minorities and women for significant jobs, organizations are not going to 

be competitive.       

       The    rapidity of change    is another crucial force to recognize. The fax machine, 

 Internet, genetic engineering, microchips, and more demanding consumers who want 

better-quality products and services at a lower price and on time are some of  the 

changes sweeping the world. Understanding, accommodating, and using change are 

now a part of  a manager’s job requirement. 

   The elements of change include almost instantaneous communication and compu-

tation. 8  Technological connectivity is putting everything online, which has resulted in 

the shrinking of space and distance. Intangible value of all kinds, such as service and 

information, is growing at a rapid speed. The modern manager is going to have to be 

adaptable to such rapid change. Those who fail to understand speed and resist how 

fast adaptation must come about will have problems.       

       The worker–employer    psychological contract    is another force. From the employer’s 

view, employees do not have lifetime jobs, guaranteed advancement or raises, and as-

surance that their work roles will be fixed. However, the most admired employers be-

lieve that openness, integrity, providing opportunities, and supporting the growth and 

development of  their employees are top priorities. They believe this is an unwritten 

contract they have with their people. Employees believe that employers must be hon-

est, open, and fair and also be willing to give workers a larger say in their jobs. Em-

ployees also want organizations to pay more attention to their family situations and 

their physical and mental health. Employees want employers to appreciate the human-

ness of  workers. Employees view their role in the contract with employers as impor-

tant for their psychological fitness and health.       

       Another major force influencing management is    technology   . In a general sense, 

technology is the processes that convert raw materials or intellectual capital into prod-

ucts or services. Technology is more than just machinery. It also encompasses the de-

sign of practices that can be used to service customers, treat patients, and manufacture 

high-quality products. The technology of  an organization influences the work flow, 

structure, systems, and philosophy of the organization to a significant degree. Today, 

computer technology is so pervasive and powerful that it needs to be well understood 

to be used effectively. 9  

   The semiconductor pioneer Gordon Moore predicted in 1965 that chip density—

and all kinds of computer power—would double every two years. (Some claim he said 

18 months, but he denies the shorter cycle.) It is common to cite Moore’s law to refer 

to the rapidly advancing computing power-per-unit cost. His prediction has been right 

on target. Moore’s law highlights the speed-up in the general technological pace. 

   In the agricultural era, land was the core factor in achieving competitive advantage. 

Landowners were dominant in shaping markets, policies, and legislation. In the pres-

ent information age, we use computer technology and human assets to  operate, main-

tain, and invent new computer systems that are more powerful than the previous 

computer generation. Organizations, in their quest for competitive  advantage, must 

 attract, retain, and recognize crucial human assets to continue  advancing.  

    Google, Goldman Sachs, and Walt Disney’s Pixar are sought out by talented, 

technology-savvy job candidates. In examining the programs, practices, and approaches 
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used by these and other firms, it is obvious that valuing those who have knowledge 

about how to use technology is a priority. Technology can yield competitive advan-

tages only when it is utilized effectively. 

   For years W. Edwards Deming, the father of continuous quality improvement, had 

trouble convincing U.S. auto manufacturers to implement quality-improvement pro-

grams. He recommended improved information, training to improve quality, and del-

egating more authority to operating employees. Inspired by Deming, others have 

talked about putting more accurate, timely, and relevant information in the hands of 

all employees. 10  

   The introduction of computer technology has fostered an era of information tech-

nology (IT). The IT era, combined with improved selection, training, and a positive 

 THE U.S. WORKFORCE IN THE 21 ST  CENTURY: 

HIGH-PAID KNOWLEDGE WORKERS OR LOW-PAID 

SERVICE WORKERS? 

 In 2007, the National Institutes of Health and the Russell Sage 

Foundation asked the National Academies’ Center for Educa-

tion to bring researchers together from multiple disciplines—

psychology, sociology, political science, and business—to 

present their research regarding which skills will be necessary 

for work in the 21 st  century. One important conclusion from the 

workshop was that the U.S. economy would continue to evolve 

into a “barbell” economy with most jobs falling into one of two 

categories: either high-paid, high-skill professional or low-

wage, low-skill service jobs. According to the U.S. Bureau of 

Labor Statistics, between 2006 and 2016, the fastest-growing 

occupational clusters of jobs will be the “professional and re-

lated” (16.7 percent growth) and “service” (16.7 percent growth) 

clusters. The “professional and related” category includes 

health care practitioners and technicians, and education, train-

ing, and library professionals, all of which require certifications 

and bachelor degrees or higher. The “service” cluster, includ-

ing food preparation and health care support roles, often re-

quire only a high school diploma. 

 Another important finding that emerged from the future skills 

workshop is that two important trends will affect the future labor 

demand and supply in the United States. First, the pending retire-

ments of baby boomers (those born between 1946 and 1964) over 

the next 10 to 20 years will create skills shortages. Second, the 

majority of the population growth of the U.S. work force will come 

from immigrants and their U.S.-born offspring. Research sug-

gests that the education attainment of the immigrant labor force 

in the United States also follows a barbell shape, with half of this 

group being highly educated and the other half being without 

much formal education. 

 Many skills will be needed for these knowledge-based and 

service-oriented jobs. The future of knowledge work will not 

only rely on strong scientific, engineering, and IT skills, but also 

on social and interpersonal skills as many knowledge workers 

 occupy “techno-serve” jobs; such jobs require workers to com-

bine their high-tech skill set with the softer skills (e.g., interper-

sonal, communication, and empathy) needed for service. 

Although some of these high-tech jobs (e.g., IT and software 

development) will continue to be outsourced to countries such 

as India and China, many will remain in the United States. How-

ever, more jobs will require Americans to collaborate with indi-

viduals from many different countries via virtual teams and 

online collaboration. 

 Skills requirements for low-paid service jobs are more demand-

ing than conventional wisdom would suggest. Many customer- 

intensive service jobs require good communication, technical, 

emotional, and time management skills. When problems occur, 

these employees are expected to quickly adapt to the situation and 

solve the customer’s problem in a creative manner. Service provid-

ers also need to convey to customers or clients that they care and 

want them to have a positive experience. 

 In sum, the U.S. economy will increasingly consist of either 

high-paid knowledge and professional-type individuals like scien-

tists, professors, lawyers, researchers, accountants, and so on or 

low-paid service workers such as nursing aids, janitorial staff, 

and restaurant servers. This barbell-shaped economy combined 

with the upcoming large number of baby boomer retirements and 

increase in immigration present substantial challenges and op-

portunities for future managers and leaders as they figure out 

how best to recruit, train, develop, and retain the critical human 

resources needed to compete successfully in the 21 st  century.  

  Sources : Adapted from Margaret Hilton, “Skills for Work in the 

21 st  Century: What Does the Research Tell Us?”  Academy of Manage-

ment Perspectives , 22, no. 4 (November 2008), pp. 63–78; J. Passel and 

D. Cohn,  Immigration to Play Key Role in Future U.S. Growth  (Washing-

ton, DC: Pew Research Center, 2008), retrieved September 10, 2008, from 

 http://pewresearch.org/pubs/729/united-states-populationprojections ; 

U.S. Bureau of Labor Statistics, “Table 4: Employment by Major Occu-

pational Group: 2006–2016,”  www.bls.gov/news.release/ecopro.t04.htm , 

accessed July 5, 2009; and I. Hampson and A. Junor, “Invisible Work, 

Invisible Skills: Interactive Customer Service as Articulation Work,”   New 

Technology, Work and Employment 20 (2005), pp. 166–81. 
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and strong organizational culture, provides the potential for using information and 

technology in a more knowledgeable and effective way. The right information is a pre-

cious commodity that, when applied effectively, can result in higher growth and pro-

ductivity. 11  The Organizational Encounter on page 8 discusses how jobs in the U.S. 

economy can be categorized as either high-paid knowledge (e.g., IT manager) or low-

paid service (e.g., nursing aid) jobs. 

   Information technology has changed the way managers act and perform. Before 

the IT era, subordinates gathered data and information and provided it up the chain 

of  command. 12  The manager (up the chain) analyzed what was provided, made a 

decision, and informed the subordinates to carry out the decision. This method had 

a high potential for errors of  omission, plodding along, and miscommunication. IT 

today provides easier access to information (e.g., computer databases) and provides 

managers an opportunity to share, delegate, or oversee decision making by their team 

or unit. This enhanced access to information helped U.S. businesses respond faster to 

weaker demand for their products and services caused by the economic recession. 13  

Managers acted on accurate IT reports on sales and spending by cutting payrolls, 

capital expenditures, and inventories. The effect of  these steps led to an increase in 

national-level productivity of  3.2 percent (annualized rate) in 2009 and to better- 

positioned businesses for when the economic recovery occurs. 14 

The six forces reshaping management practice—the  power  of  human resources, 

 globalism, cultural diversity , the  rapidity of change , a new worker–employer  psycho-

logical contract , and  technology — offer challenges to managers. Resisting the reality 

of  these forces will likely lead to unnecessary conflict, reduced managerial and non-

managerial performance, and lost opportunities. In managerial terms, failing to cope 

and deal with these forces will likely result in job dissatisfaction, poor morale, reduced 

commitment, lower work quality, burnout, poor judgment, and a host of  unhealthy 

consequences. 

   The purpose of  this book is to help you learn how to manage and lead individu-

als and groups in organizations. These human resources are operating in a world 

impacted by powerful forces. Organizations are essential to the way our society op-

erates in the world. In industry, education, health care, and defense, organizations 

have created impressive gains for the standard of  living and prestige of  entire na-

tions. The size of  the organizations with which you deal daily should illustrate the 

tremendous political, economic, and social powers they separately possess. If  a large 

firm announced that it was closing its plant in your community, the resulting impact 

might be devastating economically. On the other hand, if  Dell announced it was 

opening a computer assembly plant in your community, the effect probably would 

be very positive. 

   Organizations are much more than only a means for providing goods and services. 15  

They create the settings in which most of us spend our lives. In this respect, they have 

profound influence on employee behavior. However, because large-scale organizations 

have developed only in recent times, we are just now beginning to recognize the neces-

sity for studying them. Researchers have just begun the process of developing ways to 

study the behavior of people in organizations of all sizes.  

 The Origins of Management 

 The formal and modern study of  management started around 1900. 16  However, the 

management process probably first began in the family organization, later expanded 

to the tribe, and finally pervaded the formalized political units such as those found in 
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early Babylonia (5000  B.C. ). The Egyptians, Chinese, Greeks, and Romans were all 

noted in history for major managerial feats such as the building of the pyramids, or-

ganizing governments, planning military maneuvers, operating trading companies that 

traversed the world, and controlling a geographically dispersed empire.  

 A Brief  History Lesson 

 A review of  the early history of  management dating back over 7,000 years ago sug-

gests that management as a process was based on trial and error, with little or no 

theory and virtually no sharing of  ideas and practices. This lack of  sharing slowed 

the influence of  management practices throughout the world. Management for thou-

sands of  years was based on trying an approach that seemed to be suited for accom-

plishing a particular goal. There was no common body of  knowledge or theoretical 

basis for managing the Roman Empire or building the Great Pyramid of  Cheops. 

 The period between 1700 and 1785 is referred to as the Industrial Revolution in 

England. 17  As a nation, England changed dramatically from a rural society to the 

workshop of the world. It was the first nation to successfully make the transition from 

a rural-agrarian society to an industrial-commercial society. 18  Management of  the 

workshops of England was characterized by an emphasis on efficiency, strict controls, 

and rigid rules and procedures.  

 Industrialization   A new industrial era began in the United States around the time of 

the Civil War. There was a dramatic expansion of mechanical industries such as the 

railroad. In addition, large industrial manufacturing complexes grew in importance. 

Attempts to better plan, organize, and control the work of these complexes led man-

agers to discuss their situations and present papers at meetings. The first modern man-

agement publications were published in engineering journals. 

 In 1881, a new way to study management started with a $100,000 gift by Joseph 

Wharton to the University of Pennsylvania to establish a management department in 

a college. The management curriculum at that time covered such topics as strikes, 

business law, the nature of stocks and bonds, and principles of work cooperation.    

 Scientific Management 

 In 1886, an engineer named Frederick W. Taylor presented a paper titled “The Engi-

neer as an Economist” at a national meeting of engineers. This paper and others pre-

pared by Taylor expressed his philosophy of    scientific management   . 19  Taylor’s major 

thesis was that maximum good for society can come only through the cooperation of 

management and labor in the application of  scientific methods. He stated that the 

principles of management were to:     

       •   Develop a science for each element of an employee’s work, which replaces the old 

rule-of-thumb method.  

  •   Scientifically select and then train, teach, and develop the worker, whereas in the 

past a worker chose the work to do and was self-trained.  

  •   Heartily cooperate with each other to ensure that all work was done in accordance 

with the principles of science.  

  •   Strive for an almost equal division of  work and responsibility between manage-

ment and nonmanagers.   

 These four principles constituted Taylor’s concept of scientific management. Some 

regard him as the father of all present-day management. Even if  this is considered an 

exaggerated viewpoint, Taylor was a key figure in the promotion of the role of man-
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agement in organizations. He has had a lasting impact on a unified, coherent way to 

improve the way managers perform their jobs.   

 Functions of Management 

 Henri Fayol, a French industrialist, presented what is considered the first comprehen-

sive statement of a general theory of management. First published in France in 1916, 20  

Fayol’s  Administration Industrielle et Générale  was largely ignored in the United States 

until it was translated into English in 1949. 

 Fayol attributed his success in managing a large mining firm to his system of man-

agement, which he believed could be taught and learned. He emphasized the impor-

tance of carefully practicing efficient planning, organizing, commanding, coordinating, 

and controlling. 

 Fayol’s approach was a significant contribution in that it presented three important 

developments that have had a lasting impact on the field.  

  1.   Management is a separate body of knowledge that can be applied in any type of 

organization.  

  2.   A theory of management can be learned and taught.  

  3.   There is a need for teaching management in colleges.        

 The Importance of Studying Organizational Behavior  

 Why do employees behave as they do in organizations? Why is one individual or group 

more productive than another? Why do managers continually seek ways to design jobs 

and delegate authority? These and similar questions are important to the relatively new 

field of study known as    organizational behavior   . Understanding the behavior of people 

in organizations has become increasingly important as management concerns—such as 

employee productivity, the quality of work life, job stress, and career progression—

continue to make front-page news. 

   Clearly understanding that organizational behavior (OB) has evolved from multiple 

disciplines, we will use the following definition of OB throughout this book: 

  The study of human behavior, attitudes, and performance within an organizational 

 setting; drawing on theory, methods, and principles from such disciplines as psychology, 

sociology, political science, and cultural anthropology to learn about individuals, groups, 

structure, and processes.  

   This multidisciplinary view of  organizational behavior illustrates a number of 

points. First, OB is a  way of thinking . Behavior is viewed as operating at individual, 

group, and organizational levels. This approach suggests that when studying OB, we 

must identify clearly the level of  analysis being used—individual, group, and/or or-

ganizational. Second, OB is  multidisciplinary . This means that it utilizes principles, 

models, theories, and methods from other disciplines. The study of  OB is not a dis-

cipline or a generally accepted science with an established theoretical foundation. It 

is a field that only now is beginning to grow and develop in stature and impact. 

Third, there is a distinctly  humanistic orientation  within organizational behavior. 

People and their attitudes, perceptions, learning capacities, feelings, and goals are 

of  major importance to the organization. Fourth, the field of  OB is  performance-

oriented . Why is performance low or high? How can performance be improved? Can 

training enhance on-the-job performance? Practicing managers face these important 
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issues. Fifth, since the field of  OB relies heavily on recognized disciplines, the role of 

the  scientific method  is deemed important in studying variables and relationships. As 

the scientific method has been used in conducting research on organizational behav-

ior, a set of  principles and guidelines on what constitutes good research has 

emerged. 21  Finally, the field has a distinctive  applications orientation;  it is concerned 

with providing useful answers to questions that arise in the context of  managing 

organizations. 22  

    Exhibit 1.1  offers a framework and overview of the multiple disciplines that have 

contributed to the study of OB and the application of OB principles in organizational 

settings. 

  EXHIBIT 1.1 

 Contributions to 

the Study of 

Organizational 

Behavior 

 Source: Adapted from Stephen 

P. Robbins,  Organizational 

Behavior  (Upper Saddle River, 

NJ: Prentice Hall, 2003), p. 11.  

Behavioral Concept Contribution
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Psychology
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Sociology
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Organization
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Psychology
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Behavior

Values
Self-concept
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Learning
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Personality
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   effectiveness
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Intergroup behavior
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Communication
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  Leaders and Organizational Behavior 

 Changes occurring within and outside of  institutions challenge leaders of  workers, 

managers, and administrators in organizations. Terms such as  social responsibility, cul-

tural diversity, ethics, global competitiveness, social networking,  and  reengineering  are 

used freely by experts and nonexperts. Each of these concepts points out that leaders 

are being asked to perform effectively in a changing world. 

   In addition to the changing makeup and diversity of the workforce is the increased 

emphasis that consumers are placing on  value . 23  The trend among consumers is to 

consider the total value of a product or service. Today, more than ever, customers ex-

pect organizations to be responsive to their needs, to provide prompt service and de-

livery, and to produce top quality goods or services at the best price possible. 

   Along with an increasingly diverse workforce and demanding customers, leaders 

must contend with changes in both domestic and global markets and competition. 

Today, richer, more educated, and more demanding customers exist in every competi-

tive country. The global market wants a world of easy access to products and services. 

Leaders must assure customers that their high-quality goods or services will be avail-

able when the consumer wants them and at a competitive price. Leaders are being 

asked to establish the work team, department, or organization that can respond, com-

pete, and negotiate globally. 

   For over three decades, the development of the integrated circuit has permitted an 

increasing amount of  information to be processed or stored on a single microchip. 

The leaders within organizations are asked to efficiently use and manage the available 

information technology so that the firm can compete globally. The Internet is an ex-

ample of an electronic information sharing system. A national web of high-speed net-

works links business, state, university, and regional computer systems. Information is 

passed from one network to another. The dramatic growth of the Internet has resulted 

in managers from around the world sharing data and ideas with like-minded peers. 

The length of time it takes an idea to circulate or a problem to be considered by peers 

across the ocean has dropped from weeks to hours. The potential for using informa-

tion technology and other technologies in managing workers, motivating an individ-

ual, or altering the structure of an organization is endless. 

   Everything facing a leader in an organization is in motion and churning. Properly 

aligning the human resources of the organization with the changing conditions requires 

an understanding of such phenomena as the organization’s environment, individual 

characteristics, group behavior, organizational structure and design, decision making, 

and organizational change processes. The modern-day impetus of  aligning human 

 resources with organizational factors was initiated with the Hawthorne studies.   

 The Hawthorne Studies 

 From 1900 to 1930, Taylor’s concept of  scientific management dominated thought 

about management. His approach focused on maximizing worker output. However, 

Taylor’s emphasis on output and efficiency didn’t address employees’ needs. Trade 

unions rebelled against Taylor’s focus on scientific management principles. 

   Mary Parker Follett was opposed to Taylor’s lack of specific attention on human 

needs and relationships in the workplace. She was one of the first management theo-

rists to promote participatory decision making and decentralization. Her view empha-

sized individual and group needs. The human element was the focus of Follett’s view 

about how to manage. However, she failed to produce empirical evidence to support 

her views. Industry leaders wanted concrete evidence that focusing on human  resources 
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would result in higher productivity. Some concrete evidence became available from 

data collected in the Hawthorne studies. 

   A team of  Harvard University researchers was asked to study the activities of 

work groups at Western Electric’s Hawthorne plant outside of  Chicago (Cicero, 

Illinois). 24  Before the team arrived, an initial study at the plant examined the effects 

of  illumination on worker output. It was proposed that “illumination” would affect 

the work group’s output. One group of  female workers completed its job tasks in a 

test room where the illumination level remained constant. The other study group was 

placed in a test room where the amount of  illumination was changed (increased and 

decreased). 

   In the test room where illumination was varied, worker output increased when il-

lumination increased. This, of  course, was an expected result. However, output also 

increased when illumination was decreased. In addition, productivity increased in the 

control-group test room, even though illumination remained constant throughout 

the study. 

   The Harvard team was called in to solve the mystery. The team concluded that 

something more than pay incentives was improving worker output within the work 

groups. The researchers conducted additional studies on the impact of  rest pauses, 

shorter working days, incentives, and type of supervision on output. They also uncov-

ered what is referred to as the “Hawthorne effect” operating within the study groups. 25  

That is, the workers felt important because someone was observing and studying them 

at work. Thus, they produced more because of being observed and studied. 

   Elton Mayo, Fritz Roethlisberger, and William Dickson, leaders of  the Harvard 

study team, continued their work at the Hawthorne plant from 1924 to 1932. Eight 

years of study included over 20,000 Western Electric employees. 

   The Harvard researchers found that individual behaviors were modified within and 

by work groups. In a study referred to as the “bank wiring room,” the Harvard re-

searchers again faced perplexing results. The study group completed only two termi-

nals per worker daily. This was considered to be a low level of output. 

   The bank wiring room workers appeared to be restricting output. The work group 

members were friendly, got along well on and off  the job, and helped each other. 

There appeared to be a practice of protecting the slower workers. The fast producers 

did not want to outperform the slowest producers. The slow producers were part of 

the team, and fast workers were instructed to “slow it down.” The group formed an 

informal production norm of only two completed boards per day. 

   The Harvard researchers learned that economic rewards did not totally explain 

worker behavior. Workers were observant, complied with norms, and respected the 

informal social structure of their group. The researchers also learned that social pres-

sures could restrict output. 

   Interviews conducted years after the Hawthorne studies with a small number of 

actual study participants and a reanalysis of  data raised doubts about a number of 

the original conclusions. 26  The conclusion that supportive managers helped boost 

productivity is considered incorrect by critics. Instead, the fear of  job loss during the 

Great Depression and managerial discipline, not the practices of  supportive manag-

ers, are considered responsible for the higher rate of  productivity in the relay assem-

bly test room experiments. Despite the criticism, the Hawthorne studies are still 

considered the major impetus behind the emphasis on understanding and dealing 

with human resources. 

   Since the 1930s, the Hawthorne studies are perhaps the most-cited research in the 

applied behavioral science area, though they are not referred to as the most rigorous 
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series of  studies. Nonetheless, the Hawthorne studies did point out that workers are 

more complex than the economic theories of the time proposed. Workers respond to 

group norms, social pressures, and observation. In 1924 to 1932, these were important 

revelations that changed the way management viewed workers.    

  Framing the Study of Organizational Behavior 

  The text frames in  Exhibit 1.2  illustrate the flow of chapters in this book as well as 

create a perspective on how to study organizations. The study of the environment, in-

dividual and interpersonal influence, and group, common structure, and design pro-

cesses is presented with the concept of effectiveness in mind. The effectiveness of the 

organization is the major task faced by managers and leaders. Unless effectiveness is 

achieved over time, an enterprise’s very existence can be in jeopardy. 

  The Organization’s Environment 

 Organizations exist in societies and are created by societies. Within a society many fac-

tors impinge upon the effectiveness of an organization, and management must be re-

sponsive to them. Every organization must respond to the needs of  its customers or 

clients, to legal and political constraints, and to economic and technological changes 

and developments. The model proposes environmental forces interacting within the 

organization; throughout our discussion of  each aspect of  the model, the relevant 

environmental factors will be identified and examined. 

   Managers constantly receive information, ideas, reports, gossip, and so forth from 

the external environment. When Dell is working on a new computer, Hewlett-Packard 

and Apple managers are hearing about what is occurring. The environmental “sound 

bites” provide managers with a picture of what they are facing in terms of competition, 

new products, regulations, and a host of other environmental forces. Eventually, the 

manager must pause and ask: “How should I respond to the environmental stimuli?” 

Answering this and similar questions is difficult, but the environment demands it.  

  The Individual in the Organization 

 Individual performance is the foundation of organization performance. Understand-

ing individual behavior, therefore, is critical for effective management, as illustrated in 

this account: 

  Miguel Avila has been a field representative for a major drug manufacturer since he 

graduated from college seven years ago. He makes daily calls on physicians, hospitals, 

clinics, and pharmacies as a representative of the many drugs his firm manufactures. 

During his time in the field, prescription rates and sales for all of his firm’s major drugs 

have increased, and he has won three national sales awards given by the firm. Yesterday, 

Miguel was promoted to sales manager for a seven-state region. He no longer will be 

selling but instead will be managing 15 other representatives. Miguel accepted the pro-

motion because he believes he knows how to motivate and lead salespeople. He com-

mented: “I know the personality profile of the successful salesperson. They are special 

people. I know what it takes to get them to perform. Remember that I am one. I know 

their values and attitudes and what it takes to motivate them. I know I can motivate a 

sales force.”  

   In his new job, Miguel Avila will be trying to maximize the individual performance 

of 15 sales representatives. Most of his interactions will be pleasant, but he is aware of 
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some expense account padding that he intends to stop. As a manager, Miguel will be 

dealing with several facets of individual behavior. Our model includes three important 

influences on individual behavior and motivation in organizations: individual charac-

teristics, individual motivation, and rewards. 

  Individual Characteristics 

 Because organizational performance depends on individual performance, managers 

such as Miguel Avila must have more than a passing knowledge of the determinants 

of individual performance. Social psychology and psychology contribute a great deal 

of relevant knowledge about the relationships among attitudes, perceptions, emotions, 

personality, values, and individual performance. Managers cannot ignore the necessity 

for acquiring and acting on knowledge of the individual characteristics of both their 

subordinates and themselves.  

  Individual Motivation 

 Motivation and ability to work interact to determine performance. Motivation theory 

attempts to explain and predict how the behavior of  individuals is aroused, started, 

sustained, and stopped. Unlike Miguel Avila, not all managers and behavioral scien-

tists agree on what is the “best” theory of motivation. In fact, motivation is so com-

plex that it may be impossible to have an all-encompassing theory of  how it occurs. 

However, managers must still try to understand it. They must be knowledgeable about 

motivation because they are concerned with performance.   

  WORKING SMARTER 

 The economic data churned out by the government every month 

doesn’t identify whether workers are working harder or smarter. 

But some part of productivity gains may be attributed to technol-

ogy and working smarter. 

 When a Raleigh, North Carolina, Internet start-up downsized 

Forsyth’s job, she was not too upset. She had developed an aver-

sion to the 50- and 60-hour workweeks, the chaotic working con-

ditions, and the lack of a job description. The mother of two now 

works in publishing, finds her current employer more “family 

friendly,” and enjoys keeping to a 40-hour workweek. 

 Jeff, an early member of the Netscape management team, 

left his position thanks to a nice nest egg generated from the sale 

of Netscape to America Online. Today, he works part-time as an 

investor and advisor to small Internet start-ups. He is able to play 

with his three children, make them lunch, and even tag along on 

school field trips. After his 18-hour days at Netscape, Jeff’s time 

with his children “seems like mundane stuff, but when you finally 

get a chance to do it, you appreciate it.” 

 Despite the fact that Americans have always placed great 

stock in hard work, there is growing evidence that “working 

hard” may not mean “working long.” According to the U.S. Bureau 

of Labor Statistics, the proportion of Americans working 49 hours 

or more a week has remained steady in recent years, after rising 

in the late 1980s and early 1990s to approximately 29.5 percent. 

But in the past several years, the percentage of managers and 

professionals working 49 hours or more a week has begun to fall, 

reaching 27.9 percent. 

 It appears that America’s work ethic is changing from work-

ing hard to working smart. It is more than simply a work/life bal-

ance issue, however, in that a basic American social value of 

more hard work is being transformed into “work smart but don’t 

forget your other life obligations.” How will this change the work-

place? Will hourly workers decline overtime opportunities more 

consistently? Will they move to ensure (through their union) that 

their workweek remains consistent and does not include contin-

ual overtime requests? Will the 40-hour workweek be challenged 

(as it has in some European countries)? How will this change the 

pace of productivity? Will face time at the office continue to be 

important? Will HR professionals promote the firm’s use of flex-

time and telecommuting to attract and retain workers?  

  Sources:  Adapted from R. Burke, “Working to Live or Living to Work: 

Should Individuals and Organizations Care?”  Journal of Business Ethics  

84 (2009), pp. 167–72; Jason Desena, “While America Is Sleeping, Europe 

Is Catching Up,”  Financial Times , July 17, 2007, p. 36; Eric Clarke, “Work-

ing Smarter, Not Harder,”  Accounting Technology,  April 2006, pp. 20–22; 

John W. Schoen, “Are We Working Smarter or Harder?” MSNBC, August 

28, 2003,  www.msnbc.com/news/954222.asp ; and Shel Leonard, “Is 

America’s Work Ethic Changing?”  HR Magazine , April 2000, p. 224.  

  O R G A N I Z A T I O N A L  E N C O U N T E R 
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 Rewards 

 One of the most powerful influences on individual performance is an organization’s 

reward system. Management can use rewards (or punishment) to increase performance 

by present employees. Management also can use rewards to attract skilled employees 

to join the organization. Paychecks, raises, and stock options are important aspects of 

the reward system, but they are not the only aspects. Miguel Avila makes this point 

very clear when he states: “I know what it takes to get them to perform.” Performance 

of the work or job itself  can provide employees with rewards, particularly if  job per-

formance leads to a sense of personal responsibility, autonomy, and meaningfulness.   

 Stress 

 Stress is an important result of  the interaction between the job and the individual. 

Stress in this context is a state of imbalance within an individual that often manifests 

itself  in such symptoms as insomnia, excessive perspiration, nervousness, and irritabil-

ity. Whether stress is positive or negative depends on the individual’s tolerance level. 

People react differently to situations that outwardly would seem to induce the same 

physiological and psychological demands. Some individuals respond positively through 

increased motivation and commitment to finish the job. Other individuals respond less 

desirably by turning to such outlets as alcoholism and drug abuse. Hopefully, Miguel 

Avila will respond positively to the stresses of his new job as sales manager. 

 Handling the expense account padding misbehavior of one of his employees will 

produce a form of stress that Miguel didn’t experience as a field representative. Manage-

ment’s responsibility in managing stress has not been clearly defined, but there is grow-

ing evidence that organizations are devising programs to deal with work-induced stress.   

  Group Behavior and Interpersonal Influence 

 Interpersonal influence and group behavior are also powerful forces affecting organiza-

tional performance. The effects of these forces are illustrated in the following account: 

  Kelly Davis spent two and a half  years as a teller in the busiest branch of First National 

Bank. During that time she developed close personal friendships among her co-workers. 

These friendships extended off  the job as well. Kelly and her friends were the top team 

in the bank bowling league. 

  Two months ago Kelly was promoted to branch manager. She was excited about the 

new challenge but was a little surprised that she received the promotion since some 

other likely candidates in the branch had been with the bank longer. She began the job 

with a great deal of optimism and believed her friends would be genuinely happy for her 

and supportive of her efforts. However, since she became branch manager, things haven’t 

seemed quite the same. Kelly can’t spend nearly as much time with her friends because 

she is often away from the branch attending management meetings at the main office. 

A computer training course she must attend two evenings a week has caused her to miss 

the last two wine-and-cheese club meetings, and she senses that some of her friends have 

been acting a little differently toward her lately. 

  Recently, Kelly said, “I didn’t know that being part of the management team could 

make that much difference. Frankly, I never really thought about it. I guess I was naïve. 

I’m seeing a totally different perspective on the business and have to deal with problems 

I never knew about.”  

   Kelly Davis’s promotion has made her a member of more than one group. In addi-

tion to being a member of her old group of friends at the branch, she also is a member 

of  the management team. She is finding out that group behavior and expectations 

have a strong impact on individual behavior and interpersonal influence. Our model 
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includes a number of important aspects of group and interpersonal influence on orga-

nization behavior: leadership, group behavior, intergroup behavior and conflict, and 

organizational power and politics. 

  Group Behavior 

 Groups form because of  managerial action, and also because of  individual efforts. 

Managers create work groups to carry out assigned jobs and tasks. Such groups, cre-

ated by managerial decisions, are termed  formal groups . The group that Kelly Davis 

manages at her branch is a formal group. 

 Groups also form as a consequence of employees’ actions. Such groups, termed  in-

formal groups,  develop around common interests and friendships. The wine-and-cheese 

club at Kelly Davis’s branch is an informal group. Though not sanctioned by manage-

ment, groups of this kind can affect organizational and individual performance. The 

effect can be positive or negative, depending on the intention of the group’s members. 

If  the group at Kelly’s branch decided informally to slow the work pace, this norm 

would exert pressure on individuals who wanted to remain a part of the group. Effec-

tive managers recognize the consequences of the individual’s need for affiliation.  

  Intergroup Behavior and Conflict 

 As groups function and interact with other groups, they develop their own unique set 

of characteristics, including structure, cohesiveness, roles, norms, and processes. As a 

result, groups may cooperate or compete with other groups, and intergroup competi-

tion can lead to conflict. If  the management of  Kelly’s bank instituted an incentive 

program with cash bonuses to the branch bringing in the most new customers, this 

might lead to competition and conflict among the branches. While conflict among 

groups can have beneficial results for an organization, too much or the wrong kinds of 

intergroup conflict can have very negative results. Thus, managing intergroup conflict 

is an important aspect of managing organizational behavior.  

  Power and Politics 

 Power is the ability to get someone to do something you want done or to make things 

happen in the way you want them to happen. Many people in our society are very un-

comfortable with the concept of power, and some are very offended by it. This is because 

the essence of power is control over others. To many Americans, control over others is 

an offensive thought. However, power is a reality in organizations. Managers derive 

power from both organizational and individual sources. Kelly Davis has power by virtue 

of her position in the formal hierarchy of the bank. She controls performance evalua-

tions and salary increases. However, she also may have power because her co-workers 

respect and admire the abilities and expertise she possesses. Managers, therefore, must 

understand the concept of power as a reality in organizations and managerial roles.     

  Organizational Processes 

  Certain behavioral processes give life to an organization. When these processes do not 

function well, unfortunate problems can arise, as illustrated in this account: 

  When she began to major in marketing as a junior in college, Debra Chin knew that 

some day she would work in that field. Once she completed her MBA, she was more 

positive than ever that marketing would be her life’s work. Because of  her excellent ac-

ademic record, she received several outstanding job offers. She decided to accept the 

job offer she received from one of  the nation’s largest consulting firms. She believed 
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this job would  allow her to gain experience in several areas of  marketing and to engage 

in a variety of  exciting work. On her last day on campus, she told her favorite profes-

sor: “This has got to be one of  the happiest days of  my life, getting such a great career 

opportunity.” 

  Recently, while visiting the college placement office, the professor was surprised to 

hear that Debra had told the placement director that she was looking for another job. 

Since she had been with the consulting company less than a year, the professor was 

somewhat surprised. He decided to call Debra to find out why she wanted to change 

jobs. This is what she told him: “I guess you can say my first experience with the real 

world was ‘reality shock.’ Since being with this company, I have done nothing but gather 

data on phone surveys. All day long I sit and talk on the phone, asking questions and 

checking off  the answers. In graduate school I was trained to be a manager, but here I 

am doing what any high school graduate can do. I talked to my boss, and he said that all 

employees have to pay their dues. Well, why didn’t they tell me this while they were re-

cruiting me? To say there was a conflict between the recruiting information and the real 

world would be a gross understatement. I’m an adult—why didn’t they provide me with 

realistic job information, then let me decide if  I want it? A little bit of accurate commu-

nication would have gone a long way.”  

   This book includes discussion of a number of processes that contribute to effective 

organizational performance: communication, decision making, and leadership. 

  Communication Process 

 Organizational survival is related to the ability of  management to receive, transmit, 

and act on information. The communication process links the people within the orga-

nization. Information integrates the activities of the organization with the demands of 

the environment. But information also integrates the internal activities of the organi-

zation. Debra Chin’s problem arose because the information that flowed  from  the or-

ganization was different from the information that flowed  within  the organization. 

   The accompanying You Be the Judge explains an unusual method of communica-

tion at New Hope Natural Media. This method can be used to acquire a sense of what 

employees are thinking, which can then be valuable to a manager in modifying the 

compensation system.  

  Decision-Making Process 

 The quality of decision making in an organization depends on selecting proper goals 

and identifying means for achieving them. With good integration of behavioral and 

structural factors, management can increase the probability that high-quality deci-

sions will be made. Debra Chin’s experience illustrates inconsistent decision making 

by different organizational units (personnel and marketing) in the hiring of new em-

ployees. Organizations rely on individual decisions as well as group decisions, and ef-

fective management requires knowledge of both types of decisions. 

   The power of managers is clearly evidenced in making decisions about employees’ 

well-being, distributing organizational resources, and designing and implementing 

rules and policies. In Debra Chin’s case, she claims the consulting firm didn’t provide 

a realistic job preview. She is making a statement that suggests unethical behavior on 

the part of  the individuals who interviewed her for the consulting firm job. Was this 

the right thing for the company to do? Debra suggests that it was not the right thing 

or the ethical way to conduct an interview. Ethical dilemmas will be discussed through-

out the book because managers and workers must make decisions every day that have 

an ethical component. 27   
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  Leadership Process 

 Leaders exist within all organizations. Like the bank’s Kelly Davis, they may be found 

in formal groups, but they also may be found in informal groups. Leaders may be 

managers or nonmanagers. The importance of effective leadership for obtaining indi-

vidual, group, and organizational performance is so critical that it has stimulated a 

great deal of  effort to determine the causes of  such leadership. Some people believe 

that effective leadership depends on traits and certain behaviors—separately and in 

combination. Other people believe that one leadership style is effective in all situa-

tions. Still others believe that each situation requires a specific leadership style. Are 

managers always leaders? Unfortunately, the answer is  no,  as will be found throughout 

this book.    

  Organizational Structure 

  To work effectively in organizations, managers must have a clear understanding of the 

organizational structure. Viewing an organization chart on a piece of paper or framed 

on a wall, one sees only a configuration of positions, job duties, and lines of authority 

among the parts of  an organization. However, organizational structures can be far 

more complex than that, as illustrated in the following account: 

  Dr. John Rice recently was appointed dean of the business school at a major university. 

Before arriving on campus, John spent several weeks studying the funding, programs, 

faculty, students, and organizational structure of the business school. He was trying to 

develop a list of priorities for things he believed would require immediate attention 

 during his first year as dean. The president of the university had requested that he have 

such a list of priorities available when he arrived on campus. 

  Y O U  B E  T H E  J U D G E 

  RECEIVING FEEDBACK REGULARLY 
 At New Hope Natural Media in Boulder, Colorado, a question-

naire is included in every paycheck asking for feedback in 

four key areas: the employees’ feelings about their financial 

package, their feelings toward other employees, their feel-

ings about the skills they are developing, and their overall 

feelings about their job. What is the company’s objective of 

receiving feedback in these four areas? How can this feed-

back be used? 

 Communication and feedback are considered the “break-

fast of champions” at New Hope Natural Media. You be the 

judge. Do you think this is a good management approach? 

Why? These days it is common to read about managerial deci-

sions that are considered unethical. It is now accepted that 

most decisions made in an organization are permeated by ethi-

cal implications. Managers are powerful, and, where power 

exists, there is potential for good and evil. Headlines emphasize 

the ethical nature of decision making: “Ponzi Victims Find Little 

Solace in Guilty Plea”; “Merrill’s $3.6bn  Bonuses under Fire”; 

“Top Pain Scientist Fabricated Data in Studies, Hospital Says”; 

“Crisis on Wall Street: Ex-AIG Executive Is Sentenced to 

4 Years”; and “Siemens to Pay €1bn Fines in Effort to Close 

Bribery Scandal.”  

 Sources: J. Rosanas, “Beyond Economic Criteria: A Humanistic 

 Approach to Organizational Survival,”  Journal of Business Ethics  78, 

no. 3 (2008), pp. 447–62; John L. Akula, “Business Crime: What to Do 

When the Law Pursues You,”  Sloan Management Review , Spring 

2000, pp. 29–42; Vita Bekker, Joanna Chung, Brooke Masters, Megan 

Murphy, and Alan Rappeport, “Ponzi Victims Find Little Solace in 

Guilty Plea,”  Financial Times , March 12, 2009, p. 16; Sarah O’Connor, 

“Merrill’s $3.6bn Bonuses under Fire,”  Financial Times , March 31, 

2009, p. 2; Keith J. Winstein and David Armstrong, “Top Pain Scientist 

Fabricated Data in Studies, Hospital Says,”  The Wall Street Journal , 

March 11, 2009, p. A12; Amir Efrati, “Crisis on Wall Street: Ex-AIG 

 Executive Is Sentenced to 4 Years,”  The Wall Street Journal , 

January 28, 2009, p. C3; and Daniel Schäfer, “Siemens to Pay €1bn 

Fines in  Effort to Close Bribery Scandal,”  Financial Times , December 16, 

2008, p. 17.  
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 During his first official meeting with the president, John was asked the question he 

fully expected to be asked: “What will be your No. 1 priority?” Rice replied: “Although 

money is always a problem, I believe the most urgent need is to reorganize the business 

school. At present, students can major in only one of two departments—accounting 

and business administration. The accounting department has 20 faculty members. The 

business administration department has 43 faculty members, including 15 in marketing, 

16 in management, and 12 in finance. I foresee a college with four departments— 

accounting, management, marketing, and finance—each with its own chairperson. First, 

I believe such a structure will enable us to better meet the needs of our students. Specifi-

cally, it will facilitate the development of major programs in each of the four areas. Stu-

dents must be able to major in one of the four functional areas if  they are going to be 

prepared adequately for the job market. Finally, I believe such an organizational struc-

ture will enable us to more easily recruit faculty since they will be joining a group with 

interests similar to their own.”  

   As this account indicates, an organization’s structure is the formal pattern of  ac-

tivities and interrelationships among the various subunits of the organization.   

  Organizational Change and Innovation Processes 

  Managers sometimes must consider the possibility that effective organizational func-

tioning can be improved by making significant changes in the total organization. 

 Organizational change and development represent planned attempts to improve over-

all individual, group, and organizational performance. Debra Chin might well have 

been spared the disappointment she experienced had an organizational development 

effort uncovered and corrected the inconsistent communication and decision making 

that brought about Debra’s unhappiness. Concerted, planned, and evaluative efforts 

to improve organizational functioning have great potential for success. 

   Change and innovation are so vital to an organization’s success that managers must 

be prepared for reactions to them from employees. Change and innovation typically 

disrupt normal routines and patterns of behavior. When routines are disrupted, reac-

tions can range from enthusiastic acceptance to covert sabotage.    

 Effectiveness in Organizations  

 For centuries, economists, philosophers, engineers, military generals, government 

leaders, and managers have attempted to define, measure, analyze, and capture the 

essence of  effectiveness. Adam Smith wrote in  The Wealth of Nations  over two centu-

ries ago that efficiency of  operations could be achieved most easily through high 

 degrees of specialization. 

   Whether and how managers can influence effectiveness is difficult to determine. 

There is still confusion about how to manage within organizations so that organiza-

tional effectiveness is the final result. Problems of  definition, criteria identification, 

and finding the best model to guide research and practice continue to hinder, block, 

and discourage practitioners and researchers. Instead of simply ignoring effectiveness 

because of  underlying confusion, we believe important insights can be found by 

 attempting to clarify various perspectives. 

   The field of organizational behavior focuses on three levels of analysis as presented 

earlier in Exhibit 1.2: (1) individual, (2) group, and (3) organizational. Theorists and 

researchers in organizational behavior have accumulated a vast amount of information 
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about each of these levels. These three levels of  analysis also coincide with the three 

levels of managerial responsibility. That is, managers are responsible for the effective-

ness of individuals, groups of individuals, and organizations themselves. 

   During California’s frenzied gold rush in 1853, Levi Strauss, a Bavarian immi-

grant, arrived in San Francisco aboard a clipper ship. 28  He quickly discovered that 

the prospectors wanted sturdy pants that could survive the rigors of  digging for gold, 

so he created the world’s first jeans. Word of the quality of  the pants spread like wild-

fire and the Levi’s legend was born. Today the firm has annual sales of  approximately 

$4.4 billion. 29  

   Levi Strauss has emphasized quality, being socially responsible, and using the most 

talented people the firm can recruit to work for the firm. The value of each individual, 

the effective leadership of work groups, and the success of the enterprise has been the 

emphasis at Levi Strauss since its founding. Long before a stream of firms paid atten-

tion to flatter hierarchies, cultural diversity, empowerment, quality, and globalization, 

Levi Strauss was leading the way. Levi Strauss embraced the view that every organiza-

tional decision should be grounded ethically in what is right. 30  

   In its values-based philosophy, Levi Strauss emphasizes what it aspires to be in 

terms of effectiveness. The firm believes that if  specific values are practiced, effective-

ness within the firm and in competitive markets will result. 31  Some of Levi Strauss’s 

value principles are: 

     Empathy . Empathy focuses on listening and “paying close attention to the world 

around us . . . understanding, appreciating and meeting the needs of those we serve, 

including consumers, retail customers, shareholders and each other as employees.”     

Integrity . “Ethical conduct and social responsibility characterize our way of doing 

business. We are honest and trustworthy. We do what we say we are going to do.”     

Behaviors . Management must exemplify “directness, openness to influence, commit-

ment to the success of others, and willingness to acknowledge our own contributions 

to problems.”     

Diversity . Levi Strauss “values a diverse work force (age, sex, ethnic group, etc.) at all 

levels of the organization. . . . Differing points of view will be sought; diversity will 

be valued and honestly rewarded, not suppressed.”     

Recognition . Levi’s “will provide greater recognition—both financial and public—for 

individuals and teams that contribute to our success.”     

Ethical Practices . Management should epitomize “the stated standards of ethical be-

havior. We must provide clarity about our expectations and must enforce these stan-

dards throughout the corporation.”     

Empowerment . Management must “increase the authority and responsibility of those 

closest to our products and customers. By actively pushing the responsibility, trust, 

and recognition into the organization, we can harness and release the capabilities of 

our people.”    

   Levi Strauss is not offered here as a perfect company. Like every firm, there are 

problems, including the well-founded criticism of  being slow to adopt new fashion 

trends. The company is struggling with a generation gap problem. It announced in 

September 2003 the closing of  its final plant in the United States after deciding to 

 focus on manufacturing outside the United States because of  cheaper labor costs. 

Levi Strauss has had particularly strong growth in the Asia Pacific region with its Levi 

 Signature brand. 

   The clothing company is attempting to attract teenagers without turning off  older 

people. As the Levi brand plodded along, fashion shifted to big-pocketed cargo pants, 

and Levi Strauss seemed to sit and watch. 32  The loss of the youth market posed problems 
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for the future of  Levi Strauss. The company’s managers regrouped and developed 

strategies and programs to remain in business. 

The approach that Levi’s has taken to remain an effective and viable organization is 

not the only way to do so. Systems theory provides managers with another perspec-

tive on how organizations can survive over time.    

 Systems Theory and the Time Dimension of Effectiveness  

 Systems theory enables managers to describe the behavior of organizations both inter-

nally and externally. Internally, you can see how and why people within organizations 

perform their individual and group tasks. Externally, you can relate the transactions 

of organizations with other organizations and institutions. All organizations acquire 

resources from the outside environment of which they are a part and, in turn, provide 

goods and services demanded by the larger environment. Managers must deal simul-

taneously with the internal and external aspects of  organizational behavior. This es-

sentially complex process can be simplified, for analytical purposes, by employing the 

basic concepts of systems theory. 

   In systems theory, the organizations are seen as one element of  a number of  ele-

ments that act interdependently. The flow of inputs and outputs is the basic starting 

point in describing the organization. In the simplest terms, the organization takes re-

sources (inputs) from the larger system (environment), processes these resources, and 

returns them in changed form (output).  Exhibit 1.3  displays the fundamental elements 

of the organization as a system. 

   The concept of  organizational effectiveness presented in this book relies on sys-

tems theory, but we believe another concept, the dimension of  time, is important. 

Two main conclusions suggested by systems theory are: (1) effectiveness criteria must 

reflect the entire input-process-output cycle, not simply output, and (2) effectiveness 

criteria must reflect the interrelationships between the organization and its outside 

environment. Thus: 

  Organizational effectiveness is an all-encompassing concept about how products or ser-

vices are produced or provided.  

   Much additional research is needed to develop knowledge about the components 

of  effectiveness. There is little consensus about these relevant components, about 

the interrelationships among them, and about the effects of  managerial action on 

them. 33  In this textbook we attempt to provide the basis for asking questions about 

what constitutes effectiveness and how the qualities that characterize effectiveness 

interact. 

ProcessInputs Outputs

Environment

  EXHIBIT 1.3

  The Basic Elements of 

a System    
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   According to systems theory, an organization is an element 

of a larger system, the environment. With the passage of time, 

every organization takes, processes, and returns resources to 

the environment. The ultimate criterion of organizational ef-

fectiveness is whether the organization survives in the environ-

ment. Survival requires adaptation, and adaptation often 

involves predictable sequences. As the organization ages, it 

probably will pass through different phases. It forms, develops, 

matures, and declines in relation to environmental circum-

stances. Organizations and entire industries rise and fall. To-

day, the personal computer industry is on the rise, and the 

steel industry is declining. Marketing experts acknowledge the 

existence of product–market life cycles. Organizations also 

seem to have life cycles. Consequently, the criteria of effective-

ness must reflect the stage of the organization’s life cycle. 34   

    Managers and others with interests in the organization must 

have indicators that assess the probability of the organization’s 

survival. In actual practice, managers use a number of short-

run indicators of long-run survival. Among these indicators 

are measurements of productivity, efficiency, accidents, turn-

over, absenteeism, quality, rate of return, morale, and employee 

satisfaction. 35  The overarching criterion that cuts across each time dimension is  quality . 

Unless quality is perceived by customers, there will be no survival. Any of these criteria 

can be relevant for particular purposes. For simplicity, we will use four criteria of short-

run effectiveness as representatives of all such criteria. They are quality, productivity, ef-

ficiency, and satisfaction. 

   Three intermediate criteria in the time dimension model are quality, adaptiveness, 

and development. The final two long-run criteria are quality and survival.  Exhibit 1.4  

shows the relationships between these criteria and the time dimension. 

 IMPROVING EFFECTIVENESS:  A FEW HINTS 

  Highly effective and productive organizations in 

different industries seem to possess and cultivate 

some similar characteristics. Managers can lead 

the way to higher levels of effectiveness by:

   1.   Providing opportunities for training and 

continuous learning.  

  2.   Sharing information with employees.  

  3.   Encouraging cross-development 

partnerships.  

  4.   Linking compensation to performance.  

  5.   Avoiding layoffs.  

  6.   Being a supportive role model.  

  7.   Respecting the differences across 

employees.  

  8.   Being a good listener.     

Management Pointer

  EXHIBIT 1.4
Time Dimension 

Model of Effectiveness    

Productivity
Efficiency
Satisfaction

Quality

Intermediate run Long run

Criteria

Time

Adaptiveness
Efficiency
Satisfaction

Quality

Survival

Quality

Short run
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  Time-Based Criteria 

 Introducing time-based criteria of  effectiveness suggests such terms as short run, in-

termediate run, and long run. Short-run criteria are those referring to the results of 

actions concluded in a year or less. Intermediate-run criteria are applicable when you 

judge the effectiveness of  an individual, group, or organization for a longer time pe-

riod, perhaps five years. Long-run criteria are those for which the indefinite future is 

applicable. We will discuss six general categories of  effectiveness criteria, beginning 

with those of a short-run nature.  

 Quality 

 J. M. Juran and W. Edwards Deming, in 1950, were prophets without honor in their 

own country, the United States. These two Americans emphasized the importance of 

quality. The belief  now is that to survive, organizations must design products, make 

products, and treat customers in a close-to-perfection way, meaning that quality is 

now an imperative. 36  

 More than any other single event, the 1980 NBC-TV White Paper, “If Japan Can . . . 

Why Can’t We?” introduced the importance of  quality to the public. The television 

program showed how, from 1950 to 1980, the Japanese had risen from the ashes of 

World War II to become an economic giant with products of superior quality. Japanese 

organizational effectiveness centered on the notion of quality. The Japanese interpret 

quality as it relates to the customer’s perception. Customers compare the actual perfor-

mance of the product or evaluate the service being provided to their own set of expec-

tations. The product or service either passes or fails. Thus, quality has nothing to do 

with how shiny or good looking something is or with how much it costs. Quality is 

defined as meeting customers’ needs and expectations. 

 In today’s competitive global world, the effective company is typically the one that 

provides customers with quality products or services. Retailers, bankers, manufactur-

ers, lawyers, doctors, airlines, and others are finding out that, to stay in business (sur-

vival in effectiveness terms), the customer must be kept happy and satisfied. 

 Each of the criteria of effectiveness discussed above is significant. However, the one 

element that executives now recognize as being perhaps the most crucial is quality. 

 For more than five decades, W. Edwards Deming and J. M. Juran have been recog-

nized as pioneers of quality. 37  Deming is the most recognized guru of statistical qual-

ity control (SQC). He is the namesake of Japan’s most prestigious quality award, the 

Deming Prize, created in 1951. 

 Juran is best known for his concept of total quality control (TQC). This is the ap-

plication of quality principles to all company programs, including satisfying internal 

customers. In 1954 Juran first described his method in Japan. He became an impor-

tant inspiration to the Japanese because he applied quality to everyone from the top of 

the firm to the clerical staff. 

 Today Asians, Europeans, Americans, Africans, and others who want to compete 

on the international level have learned a lot about Deming’s, Juran’s, and other quality 

improvement methods. Managers have learned that simply paying lip service to 

quality and what it means is not enough. If  managers are to be effective over the short 

and long run, they must translate quality improvement into results: more satisfied 

customers, a more involved workforce, better designed products, and more creative 

approaches to solving problems. Competition is sparking a long overdue concern 

about quality. In many organizations, quality is now the top priority in the short, 

 intermediate, and long run. 38  
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 Mercedes-Benz has worked hard for years to restore its image once tarnished by re-

calls, defects, and failure. Once the highest-rated luxury automobile, Mercedes-Benz’s 

quality and reputation problems included high-tech braking systems that failed and were 

too complex to use, and transmission glitches. The ability to win back a reputation is dif-

ficult for any automaker. Defects and recalls indicate quality issues that sour consumers 

for a long time, even as improvements are brought on line. Mercedes-Benz dropped to 

14th in quality ratings of luxury cars. Major television and newspaper advertising cam-

paigns have attempted to polish the Mercedes-Benz image. The concerted effort to im-

prove has begun to show results; according to a recent J.D. Power and Associates Initial 

Quality Survey, the 2008 Mercedes-Benz E-Class tied for first place in the midsize premium 

car segment, and the 2008 S-Class ranked second in the large premium car segment. 39    

 Productivity 

 As used here,  productivity  reflects the relationship between inputs (e.g., hours of work, 

effort, use of  equipment) and output (e.g., personal computers produced, customer 

complaints handled, trucks loaded). The concept excludes any consideration of effi-

ciency, which is defined below. The measures of  productivity, such as profit, sales, 

market share, students graduated, patients released, documents processed, clients ser-

viced, and the like, depend upon the type of industry or institution that is being dis-

cussed. Every institution has outputs and inputs that need to be in alignment with the 

organization’s mission and goals. These measures relate directly to the output con-

sumed by the organization’s customers and clients.   

 Efficiency 

 Efficiency is defined as the ratio of outputs to inputs. The short-run criterion focuses 

attention on the entire input-process-output cycle, yet it emphasizes the input and 

process elements. Among the measures of  efficiency are rate of  return on capital or 

assets, unit cost, scrap and waste, downtime, occupancy rates, and cost per patient, per 

student, or per client. Measures of  efficiency inevitably must be in ratio terms; the 

 ratios of benefit to cost or to time are the general forms of these measures.   

 Satisfaction 

 The idea of  the organization as a social system requires that some consideration be 

given to the benefits received by its participants as well as by its customers and clients. 

Satisfaction and morale are similar terms referring to the extent to which the organi-

zation meets the needs of employees. We use the term  satisfaction  to refer to this crite-

rion. Measures of  satisfaction include employee attitudes, turnover, absenteeism, 

tardiness, and grievances.   

 Adaptiveness 

 Adaptiveness is the extent to which the organization can and does respond to internal 

and external changes. Adaptiveness in this context refers to management’s ability to 

sense changes in the environment as well as changes within the organization itself. In-

effectiveness in achieving production, efficiency, and satisfaction can signal the need 

to adapt managerial practices and policies. Or the environment may demand different 

outputs or provide different inputs, thus necessitating change. To the extent that the 

organization cannot or does not adapt, its survival is jeopardized.   

 Development 

 This criterion measures the ability of the organization to increase its capacity to deal with 

environmental demands. An organization must invest in itself to increase its chances of 
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 RECEIVING FEEDBACK REGULARLY 

 Receiving feedback from employees about their jobs, feel-

ings, attitudes, preferences, and impressions is invaluable. 

The feedback can be used to make specific modifications 

in financial packages, social and interpersonal opportuni-

ties, skill development, and job characteristics. Feedback 

from trusted sources can result in noticeable changes and 

improvement.  

 Y O U  B E  T H E  J U D G E  C O M M E N T  

survival in the long run. The usual development efforts are training programs for 

managerial and nonmanagerial personnel. More recently the range of  organizational 

development has expanded to include a number of  psychological and sociological 

approaches. 

 Time considerations enable you to evaluate effectiveness in the short, intermediate, 

and long run. For example, you could evaluate a particular organization as effective in 

terms of production, satisfaction, and efficiency criteria but as ineffective in terms of 

adaptiveness and development. A manufacturer of buggy whips may be optimally ef-

fective because it can produce buggy whips better and faster than any other producer 

in the short run but still have little chance of survival because no one wants to buy its 

products. Thus, maintaining optimal balance means, in part, balancing the organiza-

tion’s performance over time. 

 Introducing the time dimension into a discussion of effectiveness enables us to un-

derstand the work of managers in organizations. The basic job of managers is to iden-

tify and influence the causes of  individual, group, and organizational effectiveness 

in the short, intermediate, and long run. Reviewing, evaluating, and modifying a 

 manager’s roles and responsibilities with time, effectiveness, and a systems perspective 

is how the book will evolve.  

Summary of 
Key Points  

  •   The key to an organization’s success is the institution’s human resources. Organiza-

tions need human resources that work hard, think creatively, and perform excel-

lently. Rewarding, encouraging, and nurturing the human resources in a timely and 

meaningful manner is required.  

  •   A number of contributing disciplines stand out such as psychology, sociology, and 

cultural anthropology.  

  •   The behavior of  employees is the key to achieving effectiveness. People behave in 

many predictable and unpredictable ways. Each person has a unique behavioral 

pattern. Managers must observe, respond to, and cope with the array of behavior 

patterns displayed by employees.  

  •   The “effect” is the behavior or reaction of  a person who is being observed. Indi-

viduals who are being observed are likely to react in a nonroutine way because they 

are being watched or are a part of an experiment.  

  •   Employers and employees enter into psychological contracts. The employer believes 

that no worker is guaranteed a lifelong job or pay raise. If  the worker’s performance 

is good and profit is earned, then employment continues and pay raises are pro-

vided. Employees today believe that employers should be honest, concerned about 
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their families, and interested in their overall health. These assumptions are the basis 

of what is called the  new  psychological agreement.  

  •   Systems theory is used to integrate organizational effectiveness and time. Two main 

conclusions of systems theory are: (1) effectiveness criteria (e.g., productivity, qual-

ity, adaptiveness) must reflect the entire input-process-output cycle; and (2) effec-

tiveness criteria must reflect the interrelationships between the organization and 

its outside environment. The organization is simply an element or part of a larger 

 system, the environment.     

    1.   Why are managers so necessary in organizations?  

   2.   Some of the value principles of  Levi Strauss are based on  diversity ,  ethical prac-

tices , and  empowerment . How does management expect them to be demonstrated 

on the job?  

   3.   What knowledge about human behavior in the workplace was discovered during 

the Hawthorne studies?  

   4.   How is the increasing globalization of organizations impacting the study of ap-

plied organizational behavior?  

   5.   How would you determine whether a large public hospital in your city (commu-

nity or regional) is effective?  

   6.   In today’s fast-paced, global, and technological environment, it is important for 

an organization of  any size to be adaptive. How do firms such as Facebook, 

Google, and Apple adapt?  

   7.   What abilities will managers need to be successful in the 21 st  century? Which of 

these abilities do you have now? How do you plan to acquire the others?  

   8.   The psychological contract between workers and employers specifies what each 

expects to give and receive from the other. What can you offer an employer, and 

what do you expect in return?  

   9.   As a manager, what type of quality improvement results should you strive for to 

achieve success over both the short and long run?  

   10.   What are five things that you, as a manager, can do to lead the way to higher levels 

of effectiveness?   

Review and 

Discussion 

Questions

       Now that you have completed Chapter 1, which sets 

the tone for the book  Organizational Behavior and 

Management , complete the following exercise. This 

should be used as your beginning baseline assump-

tions, opinions, and understanding of organizational 

behavior. Once you have completed the course 

(book), we will take another look at your assump-

tions, opinions, and understanding. 

   This exercise contains 20 pairs of  statements 

about organizational behavior. For each pair, circle 

the letter preceding the statement that you think is 

most accurate. Circle only  one  letter in each pair. 

Exercise

 Exercise 1.1:  Initial View of Organizational Behavior  
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 Reality Check 

  Now how much do you know about organizations?   

   6.   Deming and Juran are considered world-class experts on  ______________ .  

  a.   organizations  

  b.   quality  

  c.   mathematics  

  d.   business planning    

   7.   Psychology has made a major contribution to organizational behavior, especially at what level of 

analysis?  

  a.   System  

  b.   Team  

  c.   Individual  

  d.   Organization    

   8.   A crucial time-based, long-run criteria of effectiveness is    ______________.  

  a.   efficiency  

  b.   satisfaction  

  c.   costs  

  d.   survival    

   9.   The field of organizational behavior considers ______________   to be crucial for conducting 

 research.  

  a.   cost factors  

  b.   scientific method  

  c.   board of examiners  

  d.   forensic accounting    

  10.   Who first expressed a philosophy of the scientific manager?  

  a.   Joseph Juran  

  b.   Henri Fayol  

  c.   Frederick W. Taylor  

  d.   Joseph Wharton      

 REALITY CHECK ANSWERS  

   Before     After     

   1. b  2. c  3. a  4. c  5. c     6. b  7. c  8. d  9. b  10. c   

   Number Correct     Number Correct   

       _________       _________       

   After you have circled the letter, indicate how 

certain you are of  your choice by writing 1, 2, 3, or 

4 on the line following each item according to the 

following procedure.

   •   Place a “1” if  you are  very uncertain  that your 

choice is correct.  

  •   Place a “2” if  you are  somewhat uncertain  that 

your choice is correct.  

•     Place a “3” if  you are  somewhat certain  that your 

choice is correct.  

 •    Place a “4” if  you are  very certain  that your choice 

is correct.    

   Do not skip any pairs.  

   1.       a.    A supervisor is well advised to treat, as much 

as possible, all members of  his/her group 

 exactly the same way.  

  b.   A supervisor is well advised to adjust his/her 

behavior according to the unique characteris-

tics of the members of his/her group.   ______     
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   2.       a.    Generally speaking, individual motivation 

is greatest if  the person has set goals for 

 himself/herself  that are  difficult  to achieve.  

  b.   Generally speaking, individual motivation is 

greatest if  the person has set goals for him-

self/herself  that are  easy  to achieve.   ______       

   3.       a.    A major reason organizations are not 

as productive as they could be these days 

is that managers are too concerned with 

managing the work group rather than the 

individual.  

  b.   A major reason organizations are not as 

productive as they could be these days is 

that managers are too concerned with man-

aging the individual rather than the work 

group.  ______     

   4.       a.    Supervisors who, sometime before becom-

ing a supervisor, have performed the job of 

the people they are currently supervising 

are apt to be more effective supervisors 

than those who have never performed that 

particular job.  

  b.   Supervisors who, sometime before becom-

ing a supervisor, have performed the job of 

the people they are currently supervising are 

apt to be less effective supervisors than 

those who have never performed that par-

ticular job.  ______       

     5.       a.    On almost every matter relevant to the work, 

managers are well advised to be completely 

honest and open with their subordinates.  

  b.   There are very few matters in the workplace 

where managers are well advised to be 

 completely honest and open with their 

 subordinates.  ______     

   6.       a.    One’s need for power is a better predictor of 

managerial advancement than one’s motiva-

tion to do the work well.  

  b.   One’s motivation to do the work well is a 

 better predictor of  managerial advancement 

than one’s need for power.  ______     

   7.       a.    When people fail at something, they try 

harder the next time.  

  b.   When people fail at something, they quit 

 trying.  ______     

   8.       a.    Performing well as a manager depends most 

on how much education you have.  

  b.   Performing well as a manager depends most 

on how much experience you have.  ______     

   9.       a.    The most effective leaders are those who give 

more emphasis to getting the work done than 

they do to relating to people.  

  b.   The most effective leaders are those who give 

more emphasis to relating to people than 

they do to getting the work done.  ______     

  10.       a.    It is very important for a leader to “stick to 

his/her guns.”  

  b.   It is  not  very important for a leader to “stick 

to his/her guns.”  ______     

  11.       a.    Pay is the most important factor in determin-

ing how hard people work.  

  b.   The nature of the task people are doing is the 

most important factor in determining how 

hard people work.  ______     

  12.       a.    Pay is the most important factor in determin-

ing how satisfied people are at work.  

  b.   The nature of the task people are doing is the 

most important factor in determining how 

satisfied people are at work.  ______     

  13.       a.    Generally speaking, it is correct to say that a 

person’s attitudes cause his/her behavior.  

  b.   Generally speaking, it is correct to say that a 

person’s attitudes are primarily rationaliza-

tions for his/her behavior.  ______     

  14.       a.    Satisfied workers produce more than work-

ers who are not satisfied.  

  b.   Satisfied workers produce no more than 

workers who are not satisfied.  ______     

  15.       a.    The notion that most semiskilled workers de-

sire work that is interesting and meaningful 

is most likely incorrect.  

  b.   The notion that most semiskilled workers de-

sire work that is interesting and meaningful 

is most likely correct.  ______     

  16.       a.   People welcome change for the better.  

  b.   Even if  change is for the better, people will 

resist it.  ______     

  17.       a.   Leaders are born, not made.  

  b.   Leaders are made, not born.  ______     

  18.       a.    Groups make better decisions than 

individuals.  

  b.   Individuals make better decisions than 

groups.  ______     

  19.       a.    The statement, “A manager’s authority needs 

to be commensurate with his/her responsibil-

ity” is, practically speaking, a very meaningful 

statement.  
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  b.   The statement, “A manager’s authority needs 

to be commensurate with his/her responsibil-

ity” is, practically speaking, a very meaning-

less statement.  ______     

  20.       a.    A major reason for the relative decline in 

North American productivity is that the 

 division of labor and job specialization have 

gone too far.  

  b.   A major reason for the relative decline in 

North American productivity is that the divi-

sion of labor and job specialization have not 

been carried far enough.  ______ 

           Source:  Adapted from Robert Weinberg and Walter Nord, “Coping 

with ‘It’s All Common Sense’,”  Exchange: The Organizational Behav-

ior Teaching Journal  7, no. 2 (1982), pp. 29–32. Used with permission.   

 Change seems to be a fact of life, yet in Texas some 

things remain the same, such as people’s love for 

Texas-style barbecue. As you drive from Houston to 

Waco, for example, you will see many roadside 

stands asking you to stop by and sample different 

forms of bbq or bar-b-q (the tastes vary as much as 

the spellings, and both are often inspired). In the 

 cities, there are many restaurants, several of  them 

large chains that compete with smaller, neighbor-

hood businesses for the barbecue portion of  indi-

viduals’ dining out budgets. 

   Survival can sometimes depend on the restau-

rant’s ability to identify and capitalize on “windows 

of  opportunity.” Small businesses are presumed to 

be more flexible, having the ability to react more 

quickly to changes when they occur, but the risk is 

also greater for them than for large organizations, 

which can more easily absorb losses. Although there 

may be differences in scale, an important question 

for all organizations is whether they have the will-

ingness and the ability to take advantage of oppor-

tunities as they arise. 

   Drexler’s World Famous Bar-B-Que is located in 

an area of Houston called the Third Ward—an eco-

nomically disadvantaged neighborhood not far from 

downtown—and has been in the family “almost for-

ever.” The restaurant relocated in 2003 to a 13,000-

square-foot location. It now features its traditional 

fare and more healthy menu items. 

   The restaurant’s history began in the late 1940s, 

when a great-uncle of  the present owners operated 

the establishment as Burney’s BBQ. He died in the 

late 1950s, and an uncle of  the present owners took 

the restaurant over and, because of  a leasing ar-

rangement with another popular barbecue restau-

rant in southwest Houston, changed the name of 

the restaurant to Green’s Barbecue. In the 1970s, 

12-year-old James Drexler began working with his 

uncle and learned the secrets of  the old family reci-

pes for the barbecue beef, chicken, and sausage. He 

learned the business “from the ground up.” In 1982, 

when his uncle died, James and his mother took 

over the business, ended the leasing arrangement, 

and, in 1985, renamed it Drexler’s Bar-B-Que. 

   Drexler’s continues to be a “family affair,” but 

there has been increased specialization in tasks as the 

business has grown. James Drexler continues to do all 

the meat preparation; his mother, Eunice Scott, han-

dles the other food preparation (the “standard fare” 

is potato salad, coleslaw, barbecue beans, and slices 

of white bread); and his sister, Virginia Scott, man-

ages the “front operations”—customer orders and 

the cash register. There are only two or three other 

full-time employees, although sometimes during the 

summer a couple of nephews work part-time. 

   Drexler’s is a family business with strong underly-

ing values. It is in the neighborhood and is of  the 

neighborhood. Despite the success of  the business 

and the increased patronage of  individuals from 

other parts of  the city (many of  whom previously 

had few occasions to do more than drive through 

the Third Ward), the Drexlers have never considered 

moving from their original location. The current 

 Case 

 Case 1.1:  Drexler’s World Famous Bar-B-Que  

    Source:  Edits, additions, and updates were provided by the authors 

of this text. Case was originally written by Forrest F. Aven, Jr., 

 University of Houston–Downtown and V. Jean Ramsey, Texas 

 Southern University. 
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head of the family, Mrs. Scott, influences the culture 

of the organization, and the values underpinning it. 

Her values of honesty, hard work, and treating peo-

ple fairly and with respect—and her faith in God—

permeate the atmosphere and operations of Drexler’s. 

She moves through the restaurant inquiring about 

individual needs—equally for longtime customers 

and new ones—and always with a smile and warm 

greeting for all. She is there every day the restau-

rant is open and holds the same set of  high stan-

dards for herself  as she does for others who work 

in the restaurant. 

   Values also get played out in the way in which 

Drexler’s Bar-B-Que “gives back to” the surround-

ing African-American community. For many years, 

Drexler’s has sponsored a softball team and a local 

Boy Scout troop. Youths from the neighborhood 

have opportunities to go camping and visit a local 

amusement park because the family believes that a 

business is obligated to aggressively seek out oppor-

tunities to help others. 

   In some ways it would appear that Drexler’s is not 

very flexible or adaptable. The restaurant closes at 

6:00 p.m., and is not open Sundays and Mondays. The 

menu has remained the same for many years. Drexler’s 

has always been well known in Houston’s African-

American community, especially in the southwest 

portion of  the city. Regular customers have fre-

quented the restaurant for many years, and a suc-

cessful catering business has also developed. 

Business has improved every year. During the early 

1990s, the business had grown to a point where the 

small, somewhat ramshackle, restaurant could no 

longer meet the demand—there simply were not 

enough tables or space. So the decision was made in 

1994 to close the business for six months, raze the 

building, and rebuild a new and modern restaurant 

(with additional space attached for future expansion 

into related, and unrelated, businesses by other 

family members). It was a good decision—upon re-

opening, business doubled. 

   Eunice Scott has two sons, James and Clyde Drex-

ler. James is the co-owner of  the restaurant, and 

Clyde is an ex-NBA player. Clyde was popular in the 

city, having played collegiate basketball at the Uni-

versity of  Houston. He had been a very successful 

member of the Portland and Houston NBA teams, 

playing on several all-star teams, in two NBA cham-

pionships, and on the original Dream Team that sent 

NBA players to the 1992 Summer Olympics. 

   Since his retirement from basketball, Clyde has 

become more involved in the day-to-day operations 

of  the restaurant. The restaurant is adorned with 

memorabilia from his playing days with the Univer-

sity of Houston Cougars, the Portland Trailblazers, 

and the Houston Rockets.  

   Questions  

  1.   What role do values play in how Drexler’s Bar-B-

Que interacts with its neighbors and customers?  

  2.   Is Drexler’s an effective organization? Why?  

  3.   Apply the systems model to illustrate how Drexler’s 

Bar-B-Que operates within its environment.            
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 Organizational 
Culture   
 Learning Objectives 

 After completing Chapter 2, you should be 

able to: 

  •   Define  the terms  organizational culture , 

  socialization , and  career . 

  •   Explain  why it is too simplistic to assume 

that managers can state that they are 

 creating a firm’s culture. 

  •   Describe  the relationship between a 

 society’s culture and organizational culture. 

  •   Explain  why valuing diversity has become 

an important leadership requirement. 

  •   Identify  specific practices and programs 

used by organizations to facilitate 

 socialization.    

 Society is composed of people and their culture. Anthropologists often use the term 

 sociocultural.  They propose that a national culture is learned, it is shared, and it de-

fines the boundaries of different groups and various aspects of national culture (e.g., 

aesthetics, religion, attitudes, legal factors, language, and education) that are interre-

lated. 1  Thus, a    national culture    is the sum total of  the beliefs, rituals, rules, customs, 

artifacts, and institutions that characterize the population of the nation. 

 Nation states such as Canada, Russia, the United States, and India are created po-

litically. They usually contain more than one culture. For example, Canada’s popula-

tion is comprised of  several cultures—Anglo, Quebecers (French-speaking), Asian, 

African, Arab, and Amerindian. Iraq consists of  Kurds and Arab cultural groups—

Shiites and Sunnis (different sects of the Islam religion). 2  

 The values, norms, customs, and rituals of  cultures do not simply appear. They 

take an evolutionary course and are influenced by politics, religion, language, and 

other cultural aspects. Individuals and groups in the society play a role in the course 

that a culture takes over time. 

 A nation’s culture and subcultures (less dominant) affect how organizational trans-

actions are conducted (e.g., marketing, hiring practices, reward programs, supervisor–

employee interactions, use of  technology). Knowledge, respect, and flexibility for 

coping with national culture differences have become important factors for managers 

to consider in their plans. Learning to operate in a world influenced by national cul-

ture differences is becoming a mandatory requirement for effective management. It is 

important for managers to understand both the national culture and various organi-

zational culture characteristics. 3  

 When a person moves from one firm to another or even from one department to 

another in the same firm, he or she senses and experiences differences between the 

environments. Attempting to adjust to these different environments involves learning 

new values, processing information in new ways, and working within an established set 

of  norms, customs, and rituals. The adaptation to new environments is becoming a 

   C H A P T E R  T W O 

national culture
The sum total of the 

beliefs, rituals, rules, 

customs, artifacts, and 

institutions that char-

acterize the population 

of the nation.



36

common occurrence and is likely to remain so well into the 21st century. Although 

adaptation is difficult, it can be better understood by learning about organizational 

culture. 4   

   Culture and Societal Value Systems  

 Organizations are able to operate efficiently only when shared values exist among the 

employees.    Values    are the conscious, affective desires or wants of  people that guide 

behavior. An individual’s personal values guide behavior on and off  the job. If  a per-

son’s set of values is important, it will guide the person and also enable the person to 

behave consistently across situations.       

       Values are a society’s ideas about what is right or wrong, such as the belief  that 

hurting someone physically is immoral. Values are passed from one generation to the 

next and are communicated through education systems, religion, families, communi-

ties, and organizations. 5  

   One useful framework for understanding the importance of values in organizational 

behavior is provided by Hofstede. The result of  his research on 116,000 people in 

50 countries has been a four–value dimension framework. 6  From this initial research, 

Hofstede identified four value dimensions by which cultures can differ: (1) power 

 distance, (2) uncertainty avoidance, (3) individualism, and (4) masculinity. A fifth 

 dimension, long-term orientation, was added as a result of subsequent research. 

  values  
 The guidelines and be-

liefs that a person uses 

when confronted with 

a situation in which a 

choice must be made. 

Reality Check

How much you know about culture?

1. An organization (also a smaller unit such as a department) has how many cultural layers?

a. One

b. Two

c. Three

d. Four

2. What process should a manager be familiar with in terms of transmitting cultural signals?

a. Reorganization

b. Delegation

c. Reverse engineering

d. Socialization

3. Which of Hofstede’s cultural dimensions was identified as a result of a collaboration with Chinese 

researchers?

a. Individualism

b. Long-term orientation

c. Power distance

d. Uncertainty avoidance

4. True or false: Workplace spirituality is considered to be the same as religion.

a. True

b. False

5. A country with a high level of uncertainty avoidance is ______________.

a. France

b. the United States

c. Japan

d. China
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    Power distance  is the level of acceptance by a society of the unequal distribution of 

power in organizations. The extent to which unequal power is accepted by subordi-

nates in organizations differs across countries. In countries in which people display 

high power distance (e.g., Malaysia), employees acknowledge the boss’s authority and 

typically follow the chain of command. This respectful response results, predictably, in 

more centralized authority and structure. In countries where people display low power 

distance (e.g., Denmark), superiors and subordinates are likely to regard one another 

as equal in power, resulting in a more decentralized and less rigid management struc-

ture and style. 

   The concept of  uncertainty avoidance  refers to the extent to which people in a soci-

ety feel threatened by ambiguous situations. Countries with a high level of uncertainty 

avoidance (e.g., Japan) tend to have specific rules, laws, and procedures. Managers in 

these countries tend to have a propensity for low-risk decision making, and employees 

exhibit little aggressiveness. In countries with lower levels of  uncertainty avoidance 

(e.g, Great Britain), organizational activities are less formal, more risk taking occurs, 

and there is high job mobility. 

    Individualism  refers to the tendency of people to fend for themselves and their fam-

ily. In countries that value individualism (e.g., the United States), individual initiative 

and achievement are highly valued and the relationship of the individual with organi-

zations is one of independence. 

   In countries such as Pakistan, where low individualism exists, one finds tight social 

frameworks and emotional dependence on belonging to the organization. These coun-

tries emphasize collectivism. Japan is a collectivist country in which the will of  the 

group rather than the individual predominates. Collectivist societies value harmony, 

whereas individualistic cultures value self-respect and autonomy. 

    Masculinity  refers to the presence of traditionally “masculine” values—assertiveness 

and materialism. In comparison,  femininity  emphasizes “feminine” values—a concern 

for relationships and the quality of life. In highly masculine societies (e.g., Austria), one 

finds considerable job stress and conflict between the job and family roles. In countries 

with low masculinity (e.g., Switzerland), one finds less conflict and stress. 

   Several years after Hofstede’s original research was conducted, Chinese scholars 

identified a fifth cultural dimension. They administered the Chinese Value Survey 

(CVS) to Chinese students in 22 countries across five continents.  Long-term orienta-

tion , the dimension identified, is defined as the degree to which members of  a given 

culture value persistence, thrift (savings), and order in relationships. 7  It has been ar-

gued that cultures with a long-term orientation are more likely to experience stronger 

economic growth and entrepreneurial activity. The opposite pole of  this dimension, 

 short-term orientation , is when a culture values respect for tradition, the exchange of 

favors and gifts, protecting one’s “face” (i.e., avoiding shame), and steadiness and 

 stability. 8  Both poles of  this dimension can be traced to the teachings of  the  Chinese 

philosopher, Confucius; however, this dimension also applies to non-Confucian-

influenced countries. 9  

   The results of  Hofstede’s research are shown in what he calls maps of  the world. 

The maps reveal at a glance the similarities and differences in work values across 

 nations.  Exhibit 2.1  presents a sample of  Hofstede’s research findings. The five cul-

tural value dimensions are interdependent and complex. 10  Consequently, the effects of 

values on workplace productivity, attitudes, and effectiveness are difficult to deter-

mine. Managers must be cautious about grossly overgeneralizing. For example, not all 

Americans value individualism, masculinity, a low power distance, and moderate un-

certainty avoidance. 
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   A society’s values have an impact on organizational values because of the interactive 

nature of work, leisure, family, and community. 11  American culture has historically 

given work a central place in the constellation of values. Work remains a source of self-

respect and material reward in the United States. Work also serves as a place to achieve 

personal growth and fulfillment. As the demographics and makeup of the workforce 

become more culturally diverse, it will become extremely important for managers to 

learn about the value system and orientations of the changing workforce. 12  Does the 

value mix change or is it different for African-Americans, Mexican-Americans, immi-

grants, physically challenged workers, and others who are increasing in numbers in the 

society and in the workforce? This is a question that Hofstede’s research, new research, 

and extensive analysis and debate will need to cover more thoroughly in the next few 

decades. Hofstede’s research has inspired other major international research projects. 

One project in particular has provided additional insight into how culture influences 

work values, leadership, and behavior in organizations around the world. 

   The    Global Leadership and Organizational Behavior Effectiveness (GLOBE) project   , 
conceived by Robert House of the University of Pennsylvania, is a large international 

research project involving 150 researchers who have collected data from more than 

17,000 managers from 62 cultures. 13  One of  the goals of  this large-scale study is to 

identify and understand managers’ perceptions of  cultural practices and values in 

their respective countries. In other words, the research aims at understanding which 

cultural variables influence leaders and organizational cultures in different countries. 14  

Most of  the researchers involved are from the host countries in which data are col-

lected, so they have expertise in the culture, language(s), and so on. Also, the GLOBE 

project is ongoing in that researchers continue to collect data and publish interesting 

research findings.       

       As can be seen in Exhibit 2.1, the Globe project classified cultures based on their 

scores on the following nine cultural dimensions: 15  

  1.    Uncertainty avoidance : The degree to which members of a society or organization 

use rules, regulations, and social norms to avoid uncertainty or unpredictable fu-

ture events.  

  2.    Power distance : The extent to which a society accepts unequal distribution of 

power.  

  3.    Societal collectivism : The extent to which an organization encourages and rewards 

group outcomes as opposed to employees pursuing individual goals.  

  4.    In-group collectivism : The degree to which individuals express loyalty, pride, and 

cohesiveness in their organizations and families.  

  GLOBE project  
 A large international 

research project that 

analyzed data on 62 

cultures to identify 

and understand man-

agers’ perceptions of 

cultural practices and 

values from their home 

countries. 

EXHIBIT 2.1 Sample of Hofstede’s Research on Cultural Values

Sources: Adapted from www.geert-hofstede.com/hofstede_dimensions.php (accessed July 8, 2009); and Geert Hofstede and 

 Michael Harris Bond, “The Confucius  Connection: From Cultural Roots to Economic Growth,” Organizational Dynamics 16, 

no. 4 (1988), pp. 4–21.

Hofstede Dimension High Medium Low

Individualism United States Austria Indonesia

Power distance Malaysia Italy Israel

Uncertainty avoidance Argentina Australia Hong Kong

Masculinity Japan Brazil Sweden

Long-term orientation China Netherlands Philippines
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  5.    Gender egalitarianism : The extent to which an organization avoids gender discrimi-

nation and role inequities.  

  6.    Assertiveness : The degree to which members of  organizations are aggressive and 

confrontational in social relationships.  

  7.    Future orientation : The extent to which members of  a society plan, invest in the 

future, and delay immediate gratification.  

  8.    Performance orientation : The degree to which individuals in a society are rewarded 

for performance improvement and excellence.  

  9.    Humane orientation : The degree to which individuals in an organization are re-

warded for being friendly, altruistic, fair, caring, and kind to others.    

   Based on the data, countries receive an average score on each of the aforementioned 

nine cultural dimensions. For example, Russia scored high on power distance, Singa-

pore scored low on humane orientation, and China scored high on gender differentia-

tion and in-group collectivism. 16  Managers can also use the GLOBE data to cluster 

countries based on similar cultural values.  Exhibit 2.2   compares the scores of  three 

clusters of  countries—Anglo, Confucian, and Latin European—on the nine cultural 

values in the GLOBE project. This gives expatriates who are not familiar with these 

cultures a research-based “starting point” on how members from these cultural clus-

ters are likely to behave. The GLOBE project, although still a work in progress, is a 

comprehensive and valid resource for improving our understanding of the similarities 

and differences between cultures around the world. 

   Based on their studies and review of  the literature, scholars such as Hofstede and 

House and colleagues believe that managers’ national origin significantly affects 

their views and style of  managing. Just as there’s an American bias in some manage-

rial approaches, there’s a Brazilian, Japanese, or Indian bias in other management 

practices. No nation, group of  managers, or set of  researchers is perfectly free of 

any bias or ethnocentric tendencies. Cross-cultural understanding will come about 

only if  managers and researchers are willing to increase their global perspectives 

and knowledge bases about diverse groups of  employees. Global approaches to 

Cultural Dimensions Anglo Cluster* Confucian Cluster† Latin European Cluster‡

Power distance Medium-high High High

In-group collectivism Medium High Medium-high

Institutional collectivism Medium Medium-high Medium

Uncertainty avoidance Medium Medium Medium

Future orientation Medium Medium Medium

Gender egalitarianism Medium-low Medium-low Medium-low

Assertiveness Medium Medium Medium

Humane orientation Medium Medium Medium

Performance orientation Medium Medium-high Medium

*Anglo cluster: Australia, Canada, Ireland, New Zealand, South Africa, United States, and United Kingdom.
†Confucian cluster: China, Hong Kong, Japan, Korea, Singapore, and Taiwan.
‡Latin European cluster: France, Switzerland, Israel, Italy, Portugal, and Spain.

EXHIBIT 2.2 Cultural Comparisons of Three Country Clusters from the GLOBE Project

Sources: Adapted from  Mansour Javidan, Peter W. Dorfman, Mary Sully de Luque, and Robert J. House, “In the Eye of the Beholder: Cross Cultural Lessons in 

Leadership from Project GLOBE,” The Academy of Management Perspectives 20, no. 1 (2006), pp. 67–90;  Mansour Javidan, Gunter K. Stahl, Felix Brodbeck, and 

 Celeste P.M. Wilderom, “Cross-Border Transfer of Knowledge: Cultural Lessons from Project GLOBE,”  Academy of Management  Executive 19, no. 2 (2005), 

pp. 59–76; and Robert J. House, Paul J. Hanges,  Mansour Javidan, Peter W. Dorfman, and Vipin Gupta, eds., Culture, Leadership, and Organizations: The GLOBE 

Study of 62 Societies (Thousand Oaks, CA: Sage, 2004).
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managing organizational behavior will eventually become a top priority around the 

world. The era of  domestically bound approaches to managing what occurs in 

 organizations is ending.    

 Organizational Culture  

 When people walk into the Broadmoor Hotel in Colorado Springs, the Breakers Hotel 

in West Palm Beach, or the Four Seasons Resort in Carlsbad, they sense a certain at-

mosphere, feeling, and style. These hotels have a personality, a charm, a feel. They 

have a cultural anchor that influences the way employees interact with guests and how 

these guests respond to the treatment they receive. Although culture can’t be seen, it 

can be sensed or felt through employees’ attitudes, emotions, and perceptions. 

   McDonald’s, for instance, gives off  a powerful cultural message. 17  The 13,000 res-

taurants in the McDonald’s network all pay attention to quality, service, and cleanli-

ness. Ray Kroc, the founder, instilled these cultural anchors at McDonald’s. He had a 

significant influence on what McDonald’s stands for throughout the world from  Tokyo 

to Chicago to Moscow. Kroc projected his vision and his openness about what 

 McDonald’s would be to customers. He gave McDonald’s a purpose, goals, and a cul-

tural base from which to operate. 

   So whether the discussion focuses on a grand hotel that exudes luxury or a 

 McDonald’s restaurant that projects its founder’s vision of the business, culture is a part 

of organizational life that influences the behavior, attitudes, and overall effectiveness of 

employees.  

 Organizational Culture Defined 

 Despite being an important concept, organizational culture as a perspective to under-

stand the behavior of individuals and groups within organizations has its limitations. 

First, it is not the only way to view organizations. We have already discussed the sys-

tems view without even mentioning culture. Second, like so many concepts, organiza-

tional culture is not defined the same way by any two popular theorists or researchers. 

Some of the definitions of culture are as follows: 

  •   Symbols, language, ideologies, rituals, and myths. 18   

  •   Organizational scripts derived from the personal scripts of  the organization’s 

founder(s) or dominant leader(s).  

  •   Is a product; is historical; is based upon symbols; and is an abstraction from behav-

ior and the products of behavior. 19     

   Organizational culture is what the employees perceive and how this perception cre-

ates a pattern of beliefs, values, and expectations. Edgar Schein defined organization 

culture as: 

  A pattern of basic assumptions—invented, discovered, or developed by a given group as 

it learns to cope with the problems of external adaptation and internal integration—that 

has worked well enough to be considered valid and, therefore, to be taught to new mem-

bers as the correct way to perceive, think, and feel in relation to those problems. 20   

   The Schein definition points out that culture involves assumptions, adaptations, 

perceptions, and learning. He further contends that an organization’s culture such as 

that of  the Walt Disney Co., JCPenney, or IBM has three layers. Layer one includes 

artifacts and creations that are visible but often not interpretable. An annual report, a 
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newsletter, wall dividers between workers, and furnishings are examples of  artifacts 

and creations. At layer two are values or the things that are important to people. Val-

ues are conscious, affective desires or wants. In layer three are the basic assumptions 

people make that guide their behavior. Included in this layer are assumptions that tell 

individuals how to perceive, think about, and feel about work, performance goals, hu-

man relationships, and the performance of colleagues.  Exhibit 2.3  presents the Schein 

three-layer model of organizational culture. 

   Asking Twitter or IKEA employees about their firm’s organizational culture is not 

likely to reveal much. A person’s feelings and perceptions are usually kept at the sub-

conscious level. The feelings one has about a stay at Motel 6 or a stay at the Breakers 

Hotel are often difficult to express. The culture of a firm can be inferred by looking at 

those aspects that are perceptible. For example, four specific manifestations of culture 

at Disney are shared things (wearing the Disney uniform to fit the attraction), shared 

sayings (a “Mickey” is a compliment for doing a good job), shared behavior (smiling 

at customers and being polite), and shared feelings (taking pride in working at 

 Disney). Such a pervasive culture is even more impressive when considering that 

 Disney World in Florida employs over 58,000 workers with an annual payroll of 

$1.1 billion; making it the “largest single-site employer in America.” 21    

EXHIBIT 2.3

Schein’s Three-Layer 

Organizational Model

Sources: Adapted from 

E.H. Schein, Organizational 

Culture and Leadership,3rd ed. 

(San Francisco: Jossey-Bass, 

2004); and E.H. Schein, 

“Does  Japanese Management 

Style Have a Message for 

American Managers?” Sloan 

Management Review, Fall 

1981, p. 64.

Visible but often not
decipherable

Greater level of
awareness

Taken for granted
invisible preconscious

I 

ARTIFACTS AND 

CREATIONS

• Technology
• Art
• Visible and audible
   behavior patterns

II 

VALUES

• Testable in the
 physical environment
• Testable only by
 social consensus

III 

BASIC ASSUMPTIONS

• Relationship to
   environment
• Nature of reality,
   time, and space
• Nature of human
   nature
• Nature of human
   activity
• Nature of human
   relations

EXAMPLES OF CULTURAL

ATTRIBUTES

• Documents
• Physical layouts
• Furnishings
• Language
• Jargon 
• Work ethic and
   practice
• Fair day’s work
   for a fair day’s pay
• Loyalty
• Commitment
• Helping others
• Performance leads
   to rewards
• Management equity
• Competency counts
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 Organizational Culture and Its Effects 

 Since organizational culture involves shared expectations, values, and attitudes, it ex-

erts influence on individuals, groups, and organizational processes. For example, mem-

bers are influenced to be good citizens and to go along. Thus, if  quality customer 

service is important in the culture, then individuals are expected to adopt this behav-

ior, and if  adhering to a specific set of  procedures in dealing with customers is the 

norm, then this type of behavior would be expected, recognized, and rewarded. 

   Researchers who have studied the impact of  culture on employees indicate that it 

provides and encourages a form of stability. 22  Organizational identity provided by an 

organization’s culture instills a feeling of  stability. Disney is able to attract, develop, 

and retain top-quality employees because of the firm’s stability and the pride of iden-

tity that go with being a part of the Disney team. 

   It has become useful to differentiate between strong and weak cultures. 23  A strong 

culture is characterized by employees sharing core values and agreeing to the way 

things should be done within the organization. The more employees share and accept 

the core values, the stronger the culture is and the more influential it is on behavior. 

Religious organizations and cults may be said to have strong cultures. Toyota and 

other Japanese firms have strong, influential cultures. Weak cultures are those in which 

members of the organization do not share a core set of  values, and as such, they are 

less likely to perform tasks in a manner that is consistent across the organization. 

   An American firm with a famously strong and influential culture is Southwest  Airlines. 

Herb Kelleher, one of the founders and now the former CEO, is largely responsible for 

the strong culture. Along with Roland King, Kelleher rather impulsively decided to start 

an airline in 1971. 24  Kelleher helped create a culture of commitment by pitching in to 

help employees as he traveled around doing business. Stories about Kelleher’s pitching in 

are, even after his departure, still legendary at Southwest. One story tells of how Kelleher 

sat next to mail-room employees through one night and later into the morning doing the 

same work they did. He would often get off a plane, go to the baggage center, and pitch 

in handling bags. The day before Thanksgiving one year, which is the busiest airline travel 

day, Kelleher worked in baggage all day despite a pouring rain. 25  At Southwest today, 

employees are hired if they possess the company’s core values, known as the “Southwest 

Way.” These values consist of three important elements: 26  

  1.   The warrior spirit—that which a person needs to achieve excellence;  

  2.   A servant’s heart—the tendency to put others’ needs before one’s own; and,  

  3.   A fun-loving attitude—the ability to enjoy one’s work and maintain balance in 

life.    

   Once the right people are hired, Southwest will train them how to do their jobs; this 

approach is captured in the company’s motto: “Hire for attitude and train for skill.” 27   

    The closeness of the employees at Southwest is expressed as having fun and work-

ing hard. One researcher who studied the airline concluded: 

  The atmosphere at Southwest Airlines shows that having fun is a value that pervades 

 every part of the organization. Joking, cajoling, and prank-pulling at Southwest  Airlines 

are representative of the special relationships that exist among the employees in 

the company. 28   

   At Southwest, fun involves flight attendants singing the safety instructions to 

passengers and pilots telling jokes over the PA system. On some flights, attendants 

don masks of  cartoon characters and entertain the children and parents on flights. 
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Making customers feel comfortable and helping them laugh are considered impor-

tant at Southwest Airlines. 29  The strong culture created by the founder has evolved 

at Southwest Airlines and is perpetuated today by the employees. They make it a 

distinct culture that influences everyone within the firm. 

   Popular best-selling books provide anecdotal evidence about the powerful influence 

of culture on individuals, groups, and processes. Heroes and stories about firms are 

interestingly portrayed. 30  However, theoretically based and empirically valid research 

on culture and its impact is still quite sketchy. Questions remain about the measures 

used to assess culture, and definitional problems have not been resolved. Researchers 

have also been unable to show that a specific culture contributes to positive effective-

ness in comparison to less effective firms with another cultural profile. Comparative 

cultural studies are needed to better understand how culture impacts behavior.   

CREDOS OF THREE FIRMS

Johnson & Johnson, Our Credo

We believe our first responsibility is to the doctors, nurses, and 

patients, to mothers and fathers and all others who use our prod-

ucts and services. In meeting their needs, everything we do must 

be of high quality. We must constantly strive to reduce our cost in 

order to maintain reasonable prices. Customers’ orders must be 

serviced promptly and accurately. Our suppliers and distributors 

must have an opportunity to make a fair profit.

We are responsible to our employees, the men and women 

who work with us throughout the world. Everyone must be con-

sidered as an individual. We must respect their dignity and 

 recognize their merit. They must have a sense of security in their 

jobs. Compensation must be fair and adequate, and working con-

ditions clean, orderly, and safe. We must be mindful of ways to 

help other employees fulfill their family responsibilities. Employ-

ees must feel free to make suggestions and complaints. There 

must be equal opportunity for employment, development, and 

 advancement for those qualified. We must provide competent 

management, and their actions must be just and ethical.

The Body Shop

Against Animal Testing:

We have never, and will never, test our cosmetic products on 

animals.

Support Community Trade:

We believe that all people have a right to a fair wage and to be 

treated with respect.

Activate Self-Esteem:

To us, beauty is a feeling, a natural way of being where charac-

ter, self-esteem and humor are freely expressed and celebrated.

Defend Human Rights:

We’ve always seen ourselves as a lot more than just a beauty 

company. For years, we’ve campaigned against injustices, stood 

up for the vulnerable and spoken out for those without a voice of 

their own.

Protect Our Planet:

We are continually seeking out renewable resources, sustain-

able raw ingredients, and better ways of protecting rainforests 

and  preserving the natural balance of the world that we live in.

Medtronic, Our Mission

To contribute to human welfare by application of biomedical 

engineering in the research, design, manufacture and sale of 

instruments or appliances that alleviate pain, restore health, 

and extend life.

To direct our growth in the areas of biomedical engineer-

ing where we display maximum strength and ability; to 

gather people and facilities that tend to augment these 

 areas; to continuously build on these areas through 

 education and knowledge assimilation; to avoid participa-

tion in areas where we cannot make unique and worthy 

contributions.

To strive without reserve for the greatest possible reliability 

and quality in our products; to be recognized as a company 

of dedication, honesty, integrity, and service.

To make a fair profit on current operations to meet our obli-

gations, sustain our growth, and reach our goals.

To recognize the personal worth of employees by providing 

an employment framework that allows personal satisfaction 

in work accomplished, security, advancement opportunity, 

and means to share in the company’s success.

To maintain good citizenship as a company.

Sources: See www.jnj.com, www.thebodyshop.com, and www.medtronic.

com (accessed July 8, 2009). Also see Raymond E. Miles, Charles C. Snow, 

John A. Mathews, Grant Miles, and Henry J. Coleman, Jr., “Organizing 

in the Knowledge Age: Anticipating the Cellular Form,” The Academy of 

Management Executive, November 1997, pp. 42–45.

O R G A N I Z A T I O N A L  E N C O U N T E R
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 Creating Organizational Culture 

 Can a culture be created that influences behavior in the direction management desires? 

This is an intriguing question. An attempt and an experiment to create a positive, 

 productive culture were conducted in a California electronics firm. 31  Top managers 

regularly met to establish the core values of  the firm. A document was developed to 

express the core values as: “paying attention to detail,” “doing it right the first time,” 

“delivering defect-free products,” and “using open communications.” The document 

of  core values was circulated to middle-level managers who refined the statements. 

Then the refined document was circulated to all employees as the set of guiding prin-

ciples of the firm. 

   An anthropologist was in the firm at the time working as a software trainer. He 

 insightfully analyzed what actually occurred. There was a gap between the management-

stated culture and the firm’s actual working conditions and practices. Quality problems 

existed throughout the firm. There was also a strictly enforced chain of command and a 

top-down-only communication system. The culture-creation experiment was too artifi-

cial and was not taken seriously by employees. 

   The consequences of creating a culture in the California electronics firm included 

decreased morale, increased turnover, and a poorer financial performance. Ultimately, 

the firm filed for bankruptcy and closed its doors. 

   The California electronics firm case points out that artificially imposing a culture 

may be an exercise in futility and even counterproductive. Imposing a culture is often 

met with resistance. It is difficult to simply create core values. Also, when a disparity 

exists between reality and a stated set of values, employees become confused, irritated, 

and skeptical. They also usually lack enthusiasm and respect when a false image is 

portrayed. Creating a culture apparently doesn’t happen just because a group of intel-

ligent, well-intentioned managers meet and prepare a document. 

   Despite the inability of  the managers of  the California electronics firm to create a 

productive culture, many leaders and founders of  organizations believe they can 

 create specific types of  organizational cultures, including those focusing on customer 

service, ethical, and diversity cultures. Here are some examples of  each type of 

 specific  culture:  

 Customer-Service Culture 

 Founded in 1901 by John W. Nordstrom, a Swedish immigrant who settled in Seattle, 

Nordstrom’s 100-year-old store culture rests on the principle that the customer should 

be offered the best possible service, selection, quality, and value. 32  The company relies 

on experienced, acculturated “Nordies” to direct new employees on how to provide 

superb customer service. 33  

 Nordstrom’s unique approach to customer service is legendary in the retail industry: 

  •   One customer fell in love with a particular pair of  pleated burgundy slacks 

that were on sale at the Nordstrom downtown Seattle store. Unfortunately, the 

store was out of  her size. The sales associate got cash from her department man-

ager, went to a competitor’s store across the street, bought the slacks at full price, 

brought them back, and sold them to the customer at Nordstrom’s lower sales 

price.  

  •   A Nordstrom customer inadvertently left her airline ticket on a counter. The sales 

associate tried to get the lost ticket problem solved by calling the airline. No luck. 

She then hailed a cab, headed for the airport, and made a personal delivery to the 

customer.    
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 The founder started Nordstrom’s commitment to customers, and today’s employ-

ees carry on this dedication. The Nordstrom Handbook for employees lists rules as 

follows: 

Rule #1:

Use your good judgment in all situations.

There will be no additional rules.

    

 At Nordstrom the culture has evolved over time and is now embedded in the 

 cultural fabric of the firm. Rituals, history, humor, and common sense have resulted in 

Nordstrom’s being recognized as a leader in how to treat customers. The culture rein-

forces this leadership role every single day.   

 Ethical Culture 

 Companies such as Johnson & Johnson, The Body Shop, and Medtronic have estab-

lished credos or missions based on values and ethical principles that serve to project to 

others what they believe and to guide behavior. Research suggests that when ethics 

codes such as these are developed and enforced within an organization, they have a 

positive impact on job satisfaction, esprit de corps, and organizational commitment. 34  

The Tylenol incident and Johnson & Johnson’s proactive, ethical response often serve 

as a guide for other leaders and organizations that confront crises or difficult business 

decisions that have ethical implications. The Organizational Encounter on page 43 

presents  excerpts of the credos of these three firms.   

 Diversity Culture 

 One organization that is consistently in the Top 50 Best Companies to Work for 

 Minorities is PepsiCo. Indra Nooyi, chief executive officer since 2006, leads this global 

food and beverage company with over 198,000 employees in 200 countries and 2008 

sales of $43 billion. 35  Given that the firm markets products to a widely diverse set of 

customers, PepsiCo believes its commitment to diversity makes it more competitive 

and successful: “Diversity isn’t just the right thing to do. It’s the right thing to do for 

our business. We’ve made it our commitment to make diversity and inclusion a way of 

life at PepsiCo.” The company supports over 1,000 community organizations that pro-

mote diversity initiatives, develops long-term relationships with minority and female 

suppliers, and creates an internal environment of inclusion for its minority and female 

employees. The following is a sample of  the current diversity initiatives underway at 

PepsiCo: 36  

  •   Executives are dedicated to managing diversity within operating divisions.  

  •   Multiyear strategic plans and goals are aimed at diverse recruitment, improved 

 retention, and fostering a more inclusive culture.  

  •   Annual performance reviews rate managers on inclusion-related goals.  

  •   External diversity advisory boards advise senior management at PepsiCo on 

 diversity issues.  

  •   Training is provided for employees to work in an inclusive environment.  

  •   Networks are used to mentor and support diverse employees.    
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 Cultures seem to evolve over time, as they have at McDonald’s, Disney, Nordstrom, 

Johnson & Johnson, The Body Shop, Medtronic, and PepsiCo. Schein describes this 

evolution as follows: 

  The culture that eventually evolves in a particular organization is … a complex outcome 

of external pressures, internal potentials, responses to critical events, and, probably, to 

some unknown degree, chance factors that could not be predicted from a knowledge of 

either the environment or the members. 37   

 There are also times when leaders attempt to create or maintain a positive culture 

with the goal of  increasing teamwork, information sharing, and employee morale. 38  

For example, Hewlett-Packard employees at the company’s Great Lake division 

 reported that they were experiencing “excessive pressure” and stress from their jobs. 

The effects of this stress suppressed morale and contributed to a high turnover rate of 

20 percent annually. The company decided to create a more positive and lower-stress 

culture by encouraging employees to set three business and three personal goals each 

year. When employees accomplished a personal goal (e.g., spending time with chil-

dren), fellow employees were asked to “cheer them on” and give them positive feed-

back for taking the time to do things that are important on a personal level. This 

change in culture from “all work” to “work hard, but stay balanced” seems to be help-

ing. Just two years into the program, productivity had been maintained (even though 

employees worked fewer hours) and the turnover rate had decreased. 39  

 Related to the concept of  a positive culture is that of  a    supportive organizational 

climate    (SOC). SOC can be defined as the amount of  perceived support employees 

receive from their co-workers, supervisor, and other departments that helps them suc-

cessfully perform their job duties. 40  Although research has not consistently found a 

direct link between SOC and individual performance, other research has reported that 

organizations with an SOC are more likely to have employees that are satisfied with 

their jobs and committed to the organization. 41      

  supportive 

organizational climate  
 The amount of 

 perceived support 

 employees receive 

from their co-workers, 

supervisor, and other 

departments that helps 

them successfully per-

form their job duties. 

          Influencing Culture Change  

 Only a limited amount of  research has been done on cultural change. The research 

themes that discuss how to bring about significant change are these:

   •   Cultures are so elusive and hidden that they cannot be adequately diagnosed, man-

aged, or changed.  

  •   Many leaders believe they can have a major impact on an already-established orga-

nizational culture, but such cultural change requires a major commitment of 

 resources and an influential and powerful leader.  

  •   Because it takes difficult techniques, rare skills, and considerable time to under-

stand a culture and then additional time to change it, deliberate attempts at culture 

change are not really practical.  

  •   Cultures sustain people throughout periods of difficulty and serve to ward off  anx-

iety. One of  the ways they do this is by providing continuity and stability. Thus, 

people will naturally resist change to a new culture. 42     

   These four views suggest that managers who are interested in producing cultural 

changes face a daunting challenge. However, courageous managers can and do inter-

vene and alter their organization’s culture.  Exhibit 2.4  presents a view of five interven-

tion points for managers to consider. 43  



Chapter 2 Organizational Culture 47

   A considerable body of knowledge suggests that one of the most effective ways of 

changing people’s beliefs and values is to first change their behavior (intervention 1). 44  

However, behavior change does not necessarily produce culture change unless  supported 

by  justification.  The California electronics example clearly illustrates this point. Behav-

ioral compliance does not mean cultural commitment. Managers must get employees 

to see the inherent worth in behaving in a new way, that is, justify the new behavior 

(intervention 2). Typically, managers use communications (intervention 3) to motivate 

and justify the new behaviors. Cultural communications can include  announcements, 

memos, rituals, stories, dress, and various other forms of communications. 

   Another set of interventions includes the socialization of new members (interven-

tion 4) and the removal of  existing members who deviate from the culture (interven-

tion 5). Each of these interventions must be done after performing careful diagnoses. 

Although some individuals may not perfectly fit the firm’s culture, they may possess 

exceptional skills and talents. Weeding out cultural misfits might be necessary, but it 

should be done only after weighing the costs and benefits of losing talented perform-

ers who deviate from the core cultural value system.    

4

3 1
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Managers seeking to create culture
change must intervene at these points.

Hiring and
socialization of
members who
fit in with
the culture

Culture Removal of
members who
deviate from
the culture

Cultural
communications

Justifications
of behavior

Behavior

EXHIBIT 2.4
Changing Culture 

Intervention Points

Source: Lisa A. Mainiero and 

Cheryl L. Tromley, Developing 

Managerial Skills in Organiza-

tional Behavior (Englewood 

Cliffs, NJ: Prentice Hall, 1989), 

p. 403.

 Sustaining the Culture  

    Socialization    is the process by which organizations bring new employees into their cul-

ture. There is a transmittal of values, assumptions, and attitudes from the older to the 

new employees. Intervention 4 in Exhibit 2.4 emphasizes the compatibility or fit be-

tween the new employees and the culture. Referred to as    person–organization (PO) fit   , an 

analysis of 25 research studies on the topic found that employees who fit well with an 

organizational culture were more likely to be satisfied with their jobs, co-workers, and 

supervisors; be more committed to the organization; and be less likely to quit. 45  

 Socialization attempts to make this “fit” more comfortable by reducing incoming 

 employees’ uncertainty about their new jobs and roles for the benefit of both employ-

ees and the firm. 

   socialization processes  
 The activities by which 

an individual comes to 

appreciate the values, 

abilities, expected 

 behaviors, and social 

knowledge essential 

for assuming an 

 organizational role and 

for participating as an 

 organization member.  

  person–organization fit  
 The extent to which a 

person’s values and 

personality are per-

ceived to fit the culture 

of the organization. 
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                       Two ways of  analyzing how socialization works in organizations are the process 

and career stage models. The process model of organizational socialization presented 

in  Exhibit 2.5  illustrates how a new employee, through a combination of seeking infor-

mation and experiencing socialization tactics from the organization, can adjust to his 

or her role and gain social acceptance. Once adjustment and acceptance are achieved, 

the new employee may experience a variety of  positive outcomes such as better job 

performance and perceived fit with the organization, high commitment and job satis-

faction, and lower intentions to leave the organization. 

   As the model in Exhibit 2.5 suggests, employees are more likely to adjust to the new 

job and be accepted socially if  they take a proactive approach to learning about how 

things work, who makes the decisions, what the organization values, and so on. Also, 

new employees benefit from a well-organized company-sponsored socialization pro-

gram. Originally proposed by Van Maanen and Schein, 46  six ways in which organiza-

tions can structure the socialization process for new employees include: 

  •    Collective socialization : This occurs when all of  the new employees are grouped 

together and exposed to a common set of experiences (e.g., luncheons, orientations, 

speakers, facility tours, etc.).  

  •    Formal socialization : The company keeps the newcomers separated from the expe-

rienced employees for a defined socialization period.  

  •    Sequential socialization : The new employee must follow a fixed sequence of  steps 

before actually starting the new job.  

  •    Fixed socialization : A specific timetable is set before the new employee can begin 

the new job.  

  •    Serial socialization : The new employee is assigned to an experienced employee who 

acts like a role model or mentor for the newcomer.  

  •    Investiture : This approach confirms and accepts the identity of  the incoming em-

ployee and does not attempt to strip that person of his or her personal identity.    

   The opposite approach to socializing new employees is much less structured and infor-

mal, whereby a new employee assumes the new job without meeting other new 

New Employee:

• Performs job better
• Perceives better fit 
   with organization
• Is more satisfied 
  with job
• Is more committed
   to organization
• Is less likely to 
   want to leave job
• Is less likely to 
   actually quit job

New employee
adjusts to role and
is accepted socially

New employee
joins organization

Employee exposed
to socialization
tactics

New employee seeks
information about
role and culture 

EXHIBIT 2.5 A Model of the Process of Organizational Socialization

Sources: Adapted from Talya N. Bauer, Todd Bodner, Berrin Erdogan, Donald M. Truxillo, and Jennifer S. Tucker, “Newcomer Adjust-

ment during Organizational Socialization: A Meta-analytic Review of Antecedents, Outcomes, and Methods,” Journal of Applied 

 Psychology 92, no. 3 (2007), pp. 707–21; Blake E. Ashforth, David M. Sluss, and Alan M. Saks, “Socialization Tactics, Proactive 

 Behavior, and Newcomer Learning: Integrating Socialization Models,” Journal of Vocational Behavior 70, no. 3 (2007), pp. 447–62; 

Alan M. Saks, Krista L. Uggerslev, and Neil E. Fassina,“Socialization Tactics and Newcomer Adjustment: A Meta-analytic Review 

and Test of a Model,” Journal of Vocational Behavior 70, no. 3 (2007), pp. 413–46; and Blake E. Ashforth and Alan M. Saks, 

 “Socialization Tactics: Longitudinal Effects on Newcomer Adjustment,” Academy of Management Journal 39, no. 1 (1996), pp. 149–78.
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 employees, attending social events, or being assigned to a mentor who can show him 

or her the ropes. This “sink or swim” approach may work but often results in poorly 

 adjusted new employees who may end up being mentored by the “wrong employee,” 

getting frustrated, or quitting the organization in six months. Such turnover has a 

negative effect on both the employee and organization, and it can often be prevented 

by a well-organized socialization program that helps new employees adjust 

 successfully. 

   Not only for newcomers, the socialization process also goes on throughout an indi-

vidual’s career. As the needs of  the organization change, for example, its employees 

must adapt to those new needs; that is, they must continue to be socialized. But even 

as we recognize that socialization is ongoing, we must also recognize that it is more 

important at some times than at others. For example, socialization is most important 

when an individual first takes a job or takes a different job in the same organization. 

The socialization process occurs throughout various career stages, but individuals are 

more aware of it when they change jobs or organizations. 47  

   Newcomers at Nordstrom encounter the culture norms at the initial employee ori-

entation meeting. They are given a five-by-eight-inch card that reads: 48  

    

Welcome to Nordstrom: We’re glad to have you with our company. Our number-one goal

is to provide outstanding customer service. Set both your personal and professional goals

high. We have great confidence in your ability to achieve them.

   The career stage model of socialization coincides generally with the stages of a  career. 

Although researchers have proposed various descriptions of  the stages of 

 socialization, 49  three stages sufficiently describe it: (1) anticipatory socialization, 

(2) accommodation, and (3) role management. 50  Each stage involves specific activities 

that, if  undertaken properly, increase the individual’s chances of  having an effective 

career. Moreover, these stages occur continuously and often simultaneously.  

 Anticipatory Socialization 

 The first stage involves all those activities the individual undertakes before entering 

the organization or taking a different job in the same organization. The primary pur-

pose of  these activities is to acquire information about the new organization and/or 

new job. 

   People are vitally interested in two kinds of information before entering a new job 

or organization. First, they want to know as much as they can about what working for 

the organization is really like. This form of learning is actually attempting to assess the 

firm’s culture. Second, they want to know whether they are suited to the jobs available 

in the organization. Individuals seek out this information with considerable effort 

when they are faced with the decision to take a job, whether it is their first one or one 

that comes along by way of transfer or promotion. At these times, the information is 

specific to the job or the organization. People also form impressions about jobs and 

organizations in less formal ways. For example, friends and relatives talk of their expe-

riences. Parents impart both positive and negative information to their offspring 

 regarding the world of work. Although people continually receive information about 

this or that job or organization, they are more receptive to such information when 

faced with the necessity to make a decision.   
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 Accommodation 

 The second stage of socialization occurs after the individual becomes a member of the 

organization. During this stage, the individual sees the organization and the job for 

what they actually are. Through a variety of activities, the individual attempts to be-

come an active participant in the organization and a competent performer. This 

breaking-in period is ordinarily stressful for the individual because of anxiety created 

by the uncertainties inherent in any new and different situation. Apparently, individu-

als who experience realism and congruence during the anticipatory stage have a less 

stressful accommodation stage. Nevertheless, the demands on the individual do create 

situations that induce stress. 

   Four major activities comprise the accommodation stage: All individuals, to a 

degree, must engage in (1) establishing new interpersonal relationships with both 

co-workers and supervisors, (2) learning the tasks required to perform the job, (3) 

clarifying their role in the organization and in the formal and informal groups rel-

evant to that role, and (4) evaluating the progress they are making toward satisfying 

the demands of  the job and the role. Readers who have been through the accom-

modation stage probably recognize these four activities and recall more or less fa-

vorable reactions to them. If  all goes well in this stage, the individual feels a sense 

of  acceptance by co-workers and supervisors and experiences competence in per-

forming job tasks.   

 Role Management 

 In contrast to the accommodation stage, which requires the individual to adjust to 

demands and expectations of the immediate work group, the role management stage 

takes on a broader set of issues and problems. Specifically, during the third stage, con-

flicts arise. One conflict is between the individual’s work and home lives. Employees 

unable to resolve work/life conflict are often forced to leave the organization or to 

perform at an ineffective level. In either case, the individual and the organization are 

not well served by unresolved conflict between work and family. 

   The second source of  conflict during the role management stage is between the 

 individual’s work group and other work groups in the organization. This source of 

conflict can be more apparent for some employees than for others. For example, as an 

individual moves up in the organization’s hierarchy, he or she is required to interact 

with various groups both inside and outside the organization. Each group can and 

often does place different demands on the individual, and to the extent that these 

 demands are beyond the individual’s ability to meet them, stress results. Tolerance for 

the level of  stress induced by these conflicting and irreconcilable demands varies 

among individuals. Generally, the existence of  unmanaged stress works to the disad-

vantage of  the individual and the organization.     

 Characteristics of Effective Socialization  

 Organizational socialization processes vary in form and content from organization to 

organization. Even within the same organization, various individuals experience 

 different socialization processes. For example, the accommodation stage for a college-

trained management recruit is quite different from that of a person in the lowest-paid 

occupation in the organization. As John Van Maanen has pointed out, socialization 
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processes are not only extremely important in shaping the individuals who enter an 

organization, but they are also remarkably different from situation to situation. 51  This 

variation reflects either lack of attention by management to an important process or 

the uniqueness of the process as related to organizations and individuals. Either expla-

nation permits the suggestion that, while uniqueness is apparent, some general prin-

ciples can be implemented in the socialization process. 

    Exhibit 2.6  provides examples to foster and sustain effective anticipatory, accom-

modation, and role management socialization. These are only a few suggestions and 

practices that can be used by managers. 

  Mentoring 

 The concept of  mentoring covers many areas. 52  Interns in 

the medical field learn proper procedures and behavior 

from established physicians; Ph.D. graduate students learn 

how to conduct organizational research from professors 

who have conducted studies; a “big sister” helps a “little 

sister” learn better study habits. What about the process of 

learning or working with a senior person, called a  mentor , 

in work settings? From Greek mythology, we get the desig-

nation  mentor  for a trusted and experienced advisor. Odys-

seus, absent from home because of  the Trojan War, charged 

his servant Mentor with the task of  educating and guiding 

his son. In work organizations, a mentor can provide 

coaching, friendship, sponsorship, and role modeling to a 

younger, less-experienced protégé. In working with younger 

or new employees, a mentor can satisfy his or her need to 

have an influence on another employee’s career. Some 

 organizations use mentoring as a means of  developing 

leaders. The Organizational Encounter on page 52 dis-

cusses eight applied principles of  mentoring that can work 

on the job or in the community. 

   Research has indicated that a majority of  managers re-

port having had at least one mentoring relationship during 

EXHIBIT 2.6
A Checklist of 

Effective Socialization 

Practices

Socialization Stage Practices

Anticipatory socialization 1. Recruitment using realistic job previews

 2. Selection and placement using realistic career paths

 3.  Provide detailed information about the organization: 

history, founders, milestones, success stories

Accommodation socialization 1. Tailor-made and individualized orientation programs

 2. Social as well as social skills training

 3. Supportive and accurate feedback

 4. Challenging work assignments

 5. Demanding but fair supervisors

Role management socialization 1. Provision of professional counseling

 2. Adaptive and flexible work assignments

MENTORING GUIDELINES

A number of guidelines that can be useful in 

mentoring programs include:

1. Do not dictate mentoring relationships, but 

encourage leaders/managers to serve as 

mentors.

2. Train mentors in how to be effective.

3. Include in the firm’s newsletter or in other 

forms of mass communication (print and 

electronic) an occasional story of mentoring 

as reported by a current top-level executive. 

He or she will explain how a mentor helped 

them succeed.

4. Inform employees about the benefits and 

difficulties of mentor relationships with 

individuals of different gender and race.

5. Make sure there is diversity among the 

mentors. All mentors should be trained in 

dealing with diversity.

Management Pointer
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their careers. 53  Companies also see the value in mentoring, evidenced by the fact that 

71 percent of  Fortune 500 companies report they have mentoring programs. 54  Allen 

and Eby define mentoring as a unique, reciprocal, learning partnership between two 

people that involves psychosocial and career support. 55  Kram identified the career 

support functions as sponsorship, exposure and visibility, coaching, production, and 

challenging assignments and the psychological and social functions as role modeling, 

acceptance and confirmation, counseling, and  friendship. 56  

   Although mentoring functions can be important in socializing a person, it is not 

clear that a single individual must play all of  these roles. New employees can obtain 

valuable career and psychosocial influences from a variety of individuals—managers, 

peers, trainers, and personal friends. At KPMG, for example, each new employee is 

assigned a “transitional coach” to help him or her adjust to working at the company. 

EIGHT WAYS TO BE A GREAT MENTOR

Mentoring is a set of skills for a special relationship, sometimes 

more honest and more intense than a marriage. To learn more 

about mentoring principles, Frank Horton is a good place to start. 

Frank works at a unique nonprofit employment training program 

called STRIVE (Support and Training Results in Valuable Employ-

ment), based in Harlem in New York City. Frank has mentored 

thousands of women and men—many of whom have never held 

a job. Frank’s unique methods have been widely celebrated by 

The New York Times, The Wall Street Journal, and two profiles on 

CBS-TV’s “60 Minutes.” Here are Frank’s tips on how to have one 

of the greatest relationships in life: mentoring.

1. The most valuable technique? It’s to understand how much 

fear the person has. What are they afraid of? Authority fig-

ures? Their own inadequacy? That they don’t wear the right 

clothes or have the right background? I determine who they 

are by what they fear. Then I work on what their fear is.

2. Don’t be afraid to be honest. People don’t really like you un-

less you challenge them. I look for people’s sensitivities, stuff 

they thought they’d hidden, and I tell people exactly what I 

see in them. “Oh, you don’t do what you’re told,” I tell them. 

“Probably because you don’t know how to say no, because 

you grew up thinking that good people don’t question author-

ity, they just don’t show up and/or they turn passive.”

3. Get a mentor yourself. The best way to learn how to mentor is 

to be mentored. My mentor is my boss.

4. Get your mentees to agree with your style of intervention. What 

are the shortfalls in their skills or in their behavior? Then devise 

a plan, with or without their assistance, to move them forward. 

And they’ve got to buy into the plan. I tell my mentees, “This is 

what we’re going to do with you.” Make it precise. Don’t say, 

“We’re going to meet twice a week and talk.” Say, “We’re gonna 

meet twice a week, and we’re gonna talk about _______.”

5. Don’t keep your feelings bottled up. I don’t keep any of it 

 inside. I talk. All the STRIVE mentors do; we dump it all out. 

I understand that initially I have to provide the energy. I’m the 

source. I plug in and get them going.

6. Understand that mentoring is a very important relationship, 

not just for the mentee but for you. Sometimes the mentoring 

relationship is like a marriage. You think with a spouse you 

share everything? Never. You give people different parts of 

you. You’re different with your wife or your husband than you 

are with your friends or your family. So there are parts of 

people you are married to you’ll never get to know.

7. Work at building trust and at feeling it yourself. I didn’t trust 

people for years because as a child it seemed as if no one 

was there to help me. I was an angry individual. Coming into 

STRIVE has helped me channel that anger into what I do. 

People see it as passion, which it is, but initially it was just 

anger at the shortcomings of the world.

8. Recognize this is a process that’s going to change both of 

you. A mentor needs to understand that in the process of 

mentoring she’s going to change as much as the person she’s 

mentoring. You can’t come in with this notion of, “Oh, I’m just 

going to mentor today. It’s not going to affect me.” It’s going to 

affect you—in a lot of different ways.

Frank Horton and other key people at STRIVE understand how 

powerful mentoring can be. Along with their international affili-

ates in the United Kingdom and Israel, STRIVE is mentoring and 

placing more than 3,000 individuals into meaningful jobs and ca-

reers each year. Remember, mentoring is not just work. It’s a re-

lationship. With any real relationship, you’ll want to put all of 

yourself into it.

Source: Adapted from www.village.com/workingdiva/mentoring/mentor, 

October 1, 2000; www.strivenewyork.org/ (accessed July 11, 2009).

O R G A N I Z A T I O N A L  E N C O U N T E R
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To reinforce the importance of  mentoring at KPMG, mentors and mentees receive 

training, being a mentor becomes part of performance reviews, and the best mentors 

are recognized formally by senior managers at an awards dinner. 57  Currently, there 

are 13,000 mentoring relationships out of  a total of  23,000 employees in the United 

States. The mentoring program is paying off; in 2008, turnover for employees with 

mentor partners was 50 percent lower than the turnover of those employees without 

mentors. 58   

    Most mentor–mentee relationships develop over time. There appear to be several 

distinct phases of  mentor–mentee relationships.  Exhibit 2.7  presents a four-phase 

model proposed by Kram. The reasons that cause movement in the relationship are 

described as turning points. Initiation, cultivation, separation, and redefinition cover 

general time periods of six months to more than five years. 

EXHIBIT 2.7 Phases of the Mentor Relationship

Source: Kathy E. Kram, “Phases of the Mentor Relationship,” Academy of Management Journal, December 1983, p. 622. Used with permission.

Phase Definition Turning Points*

Initiation A period of six months to a year during which time

 the relationship gets started and begins to have

 importance for both managers.

Cultivation A period of two to five years during which time the

 range of career and psychosocial functions provided

 expands to a maximum.

Separation A period of six months to two years after a

 significant change in the structural role

 relationship and/or in the emotional

 experience of the relationship.

Redefinition An indefinite period after the separation

 phase, during which time the relationship

 is ended or takes on significantly different

 characteristics, making it a more

 peerlike friendship.

Fantasies become concrete expectations.

Expectations are met; senior manager provides 

coaching, challenging work, visibility; junior

manager provides technical assistance, respect,

and desire to be coached.

There are opportunities for interaction around 

work tasks.

Both individuals continue to benefit from the relationship.

Opportunities for meaningful and more frequent 

interaction increase.

Emotional bond deepens and intimacy increases.

Junior manager no longer wants guidance 

but rather the opportunity to work more 

autonomously.

Senior manager faces midlife crisis and is 

less available to provide mentoring functions.

Job rotation or promotion limits opportunities

for continued interaction; career and psychosocial 

functions can no longer be provided.

Blocked opportunity creates resentment and

hostility that disrupt positive interaction.

Stresses of separation diminish and new

relationships are formed.

The mentor relationship is no longer needed in its 

previous form.

Resentment and anger diminish; gratitude and 

appreciation increase.

Peer status is achieved.

* Examples of  the most frequently observed psychological and organizational factors that cause movement into the current  relationship phase.
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             The benefits that result from mentoring can extend beyond the individuals involved. 

Mentoring can contribute to employee motivation, retention, and the cohesiveness of 

the organization. 59  The organization’s culture can be strengthened by passing the core 

values from one generation to the next. 

   The increasing diversity of  the workforce adds a new dimension to the mentor–

mentee matching process. 60  People are attracted to mentors who talk, look, act, and 

communicate like them. Gender, race, ethnicity, and religion can all play a role in match-

ing. If  mentor–mentee matching is left to occur naturally, women, blacks,  Hispanics, 

and Asians may be left out. 61  The underrepresentation of these groups in management-

level positions needs to be evaluated in each firm that considers using mentor–mentee 

matching. One study showed that cross-gender mentor relationships can be beneficial. 

The results of 32 mentor–mentee pairings (14 male–female; 18  female–female) found 

that male–female mentor matching can be successful. 62    

 Cultural Diversity 

 According to the U.S. Census Bureau, the nation’s society will become older and more 

diverse over the next 40 years. 63  Minorities, which now comprise about one-third of 

the U.S. population, will become the majority by 2050. The minority population 

 (everyone except for non-Hispanic whites) is projected to reach 53.7 percent of  the 

population. In contrast, non-Hispanic whites are expected to decrease from 66 percent 

in 2008 to 46 percent of the U.S. population in 2050. The Hispanic or Latino popula-

tion will grow rapidly from 15 percent to reach 30 percent of the U.S. population over 

the same time frame. The African-American population is expected to have modest 

growth from 14 percent in 2008 to 15 percent of  the U.S. population by 2050. The 

Asian-American population is projected to increase from 5.1 to 9.2 percent of the na-

tion’s population by midcentury. 

   In terms of age, the number of people aged 65 and over is expected to increase from 

38.7 million in 2008 to 88.5 million in 2050. Also, the 85 and older population is ex-

pected to more than triple between 2008 and 2050 from 5.4 million to 19 million. This 

means that approximately 108 million (or an estimated 24.6 percent) Americans are 

projected to be 65 or older by midcentury. 64  

   Diversity in the workplace is much more than understanding population projec-

tions based on age, race, and ethnicity. We hear a lot about diversity, but what it means 

is sometimes confusing. 65  Diversity is not a synonym for equal employment opportu-

nity (EEO). Nor is it another word for affirmative action. Diversity is the vast array of 

physical and cultural differences that constitute the spectrum of human differences. 

Six core dimensions of diversity exist: age, ethnicity, gender, physical attributes, race, 

and sexual/affectional orientation. These are the core elements of diversity that have a 

lifelong impact on behavior and attitudes. Organizations that commit to diversity and 

create a culture of inclusiveness can gain several important benefits, including: 66  

  1.    Enhanced decision quality . Diverse board members, executives, managers, and em-

ployees bring a wide variety of experiences, frames of reference, perspectives, pro-

fessional contacts, and information networks to bear on complex problems.  

  2.    Better connection with customers . As the U.S. population becomes increasingly di-

verse, this means an organization’s customers (as well as other key stakeholders 

such as vendors, regulators, investors, etc.) are also becoming more diverse. In 2009, 

Hispanics, African-Americans, Asian-Americans, and Native Americans’ combined 

buying power in the United States exceeded $1.5 trillion. 67  This helps explain why 

DuPont Merck experienced a large increase in the sales of its anticoagulant drug to 
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the Hispanic market. Sales increased after a Hispanic employee suggested that the 

drug should be labeled not only in English, but also Spanish. 68   

  3.    More creative innovation . Organizations that are diverse can “tap the creative, cul-

tural, and communicative skills of  a variety of  employees and use those skills to 

improve company policies, products, and customer experiences.” At Frito-Lay, the 

Latino Employee Network provided feedback on the taste and packaging of 

 Doritos’ guacamole-flavored tortilla chips before the product was launched into the 

U.S. market. Their goal was to make the product “authentic” in the eyes of Latino 

customers. This input helped make these Doritos one of the most successful prod-

uct launches at Frito-Lay, with first-year sales exceeding $100 million. 69     

   In addition to these important benefits, organizations with a strong commitment 

to diversity may also enjoy higher financial performance. A study that compared the 

DiversityInc Top 50 Companies with companies not on the list found that the top 50 com-

panies (all strongly committed to diversity) outperformed their peers on average on 

several financial measures. 70  The authors suggested that other firms can increase their 

organizationwide commitment to diversity by: linking diversity to the business strategy; 

encouraging line managers to own the diversity strategy of the firm; setting clear targets 

and specific action plans; treating human capital as a source of competitive advantage; 

being proactive in recruiting diverse employees; connecting with diverse consumer mar-

kets; cultivating diverse groups of suppliers; and emphasizing fairness of the diversity 

program to decrease any potential negative reactions from majority groups. 71  

   Microsoft, based in Redmond, Washington, places a premium on diversity and has 

created a culture that reflects the value of  differences across people. Microsoft has 

grown from a small start-up to the largest software firm in the world in a short time. 

Microsoft management believes that its growth is made possible by having a proactive 

diversity program. A Microsoft philosophy is to make people—“customers and 

employees”—feel welcome. A diversity staff  implements diversity training programs, 

updates benefits policies, and investigates any allegations of  discrimination and 

 harassment. 72  

   Microsoft’s diversity advisory council includes representatives from employee 

groups of persons with disabilities, women, gay persons, African-Americans, Hispanics, 

Native Americans, Jewish Americans, and Asian-Indian-Americans, and it continually 

expands to embrace new groups. The council helps Microsoft formulate policy, iden-

tify problems, and create a supportive work atmosphere. 73  

   Microsoft believes that people from different backgrounds and with a range of 

talents add to the cultural fabric and the effectiveness of  the firm. Microsoft’s 

 philosophy is: 

   We must make our products accessible to all types of consumers, and therefore we must 

market them differently to each group. A diverse company is better able to sell to a 

 diverse world. 

   Secondary forms of  diversity can be changed. These are differences that people 

acquire, discard, or modify throughout their lives. Secondary dimensions of  diver-

sity include educational background, marital status, religious belief, and work 

 experience. 

   Valuing diversity from an organizational and leadership perspective means under-

standing and valuing core and secondary diversity differences between oneself  and 

others. An increasingly important goal in a changing society is to understand that all 

individuals are different and to appreciate these differences. 74   
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 Management’s Ability to Capitalize on Diversity 

 Due to the changing demographics in the United States, differences in the employee 

pool will continue to increase over the next few decades. Managers will have to study 

socialization much more closely and intervene so that the maximum benefits result 

from hiring an increasingly diverse workforce. Studying the ethnic background and 

national cultures of  these workers will have to be taken seriously. The managerial 

challenge will be to identify ways to integrate the increasing mix of  people from 

 diverse national cultures into the workplace. Some obvious issues for managers of 

ethnically diverse workforces to consider are these: 

  •   Coping with employees’ unfamiliarity with the English language.  

  •   Increased training for service jobs that require verbal skills.  

  •   Cultural (national) awareness training for the current workforce.  

  •   Learning which rewards are valued by different ethnic groups.  

  •   Developing career development programs that fit the skills, needs, and values of the 

ethnic group.  

  •   Rewarding managers for effectively recruiting, hiring, and integrating a diverse 

workforce.  

  •   Spending time not only focusing on ethnic diversity, but also learning more about 

age, gender, and workers with disability.    

 Socializing an ethnically diverse workforce is a two-way proposition. Not only must 

the manager learn about the employees’ cultural background, but also the employee 

must learn about the rituals, customs, and values of the firm or the work unit. 75  Aware-

ness workshops and orientation sessions are becoming more popular every day. Merck 

uses an educational program to raise its employees’ awareness and attitudes about 

women and minorities. 76  The program emphasizes how policies and systems can be 

tailored to meet changes in the demographics of the workplace. Procter & Gamble has 

stressed the value of  diversity. The firm uses multicultural advisory teams, minority 

and women’s networking conferences, and “on-boarding” programs to help new 

women and minority employees become acclimated and productive as quickly as pos-

sible. Ortho Pharmaceutical initiated a program to “manage diversity” that is designed 

to foster a process of cultural transition within the firm. Northeastern Products Com-

pany established an on-site English as a second language (ESL) program to meet the 

needs of Hispanic and Asian employees. A buddy system has been established at Ore-

Ida. A buddy (English speaker) is assigned to a new employee (first language is not 

English) to assist him or her with communication problems. 

 Global competition, like changing domestic demographics, is placing a new require-

ment on managers to learn about unfamiliar cultures from which new employees are com-

ing. The emphasis on open expression of diversity in the workforce is paralleled by a social 

movement toward the retention of ethnic roots. The “new ethnicity,” a renewed awareness 

of and pride in cultural heritage, can become an advantage of American firms operating 

in foreign countries. 77  Using the multicultural workforce to better compete, penetrate, and 

succeed in foreign cultures is one potential benefit of managing diversity effectively.  

Certainly, claiming that having employees from different cultural backgrounds 

 provides only benefits is misleading. Ethnic and cultural diversity creates some poten-

tial problems in communications, understanding, and responding to authority. The 

managers involved in this socialization process need to clearly recognize the benefits 

and the potential problems of working with a more diverse workforce. In the You Be 

the Judge illustration, there appears to be a problem regarding the status of  Asian-

Americans and the income they earn.
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     Spirituality and Culture 

 A steadily growing number of organizations such as Chick-fil-A, Tom’s of Maine, the 

YMCA, Kingston Technology, Ben & Jerry’s, and Southwest Airlines have  embraced 

workplace spirituality. Some people are using the term  spirituality  to  describe a firm’s 

cultural characteristics, while others are confused or freeze up and think the term 

means religion at work. 78  Workplace spirituality is not the same as religion. Religion is 

a system of thought, a set of doctrines and beliefs, a prescribed code of conduct, and 

the product of  a time and place. Spirituality is a personal and private path, contains 

elements of many religions, and grows from a person’s  self-inquiry.  Spirituality  means 

that people (employees) have a personal or inner life that nourishes and is nourished 

by performing relevant, meaningful, and challenging work. 79  

   The story of Cirque du Soleil is an example of spiritual nourishment as practiced 

by the performers and delivered to audiences around the world. Cirque du Soleil is 

entertainment that is worth experiencing to acquire a firsthand impression of the cre-

ative spirit of employees. (See the Global OB on page 58.)  

 The Person and Spirituality 

 Over the past decade, theory and research in organizational behavior and ethics have 

begun to pay more attention to workplace spirituality. Although spirituality has been 

described as “soft” or “nonstrategic” by many academics, 80  there is growing interest 

among many researchers and practitioners to explain, study, and analyze the role of 

spirituality in organizations. 81  

 There is a long tradition in the United States of  keeping religion and government 

separate. From this traditional separation it is a logical step to keeping religion and 

nongovernment organizations separate too. Although workplace spirituality is cer-

tainly not a religion, many observers use the terms synonymously and loosely.   

 Research on Spirituality and Work Dimensions 

 The Academy of Management has recognized spirituality at work as a field of study. 82  

In addition, the academy created the Management, Spirituality and Religion Interest 

Group, which describes itself  as follows: 

   The  study of the relationship and relevance of spirituality and religion in management 

and organizations. Major topics include: theoretical advances or empirical evidence 

about the effectiveness of spiritual or religious principles and practices in management, 

from approaches represented in the literature including religious ethics, spirituality and 

work, and spiritual leadership, as well as applications of particular religions, and secular 

spiritualities to work, management/leadership, organization, and the business system; 

and evaluation studies of the effectiveness of management approaches that nurture the 

human spirit in private, non-public or public institutions. 83   

Y O U  B E  T H E  J U D G E

STEREOTYPES AND ASIAN-AMERICANS
Asian-Americans (Chinese, Filipino, Japanese, Korean, Asian-

Indian, Southeast Asian, and others) must deal with many 

stereotypes and myths. They have been dealing with overt 

prejudice since Chinese immigrants first came to the United 

States more than 150 years ago. Today, third- and fourth-

generation Asian-Americans tend to be very Americanized. 

As a group, they have higher educational achievement than 

average. Asian-Americans also hold higher-status jobs than 

average, yet make less income. Why? You be the judge!
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CIRQUE DU SOLEIL: ENTERTAINING AUDIENCES 

AROUND THE WORLD

“Awe inspiring” are words that are often applied to Cirque du 

 Soleil (“circus of the sun”), a business that exudes spirituality as 

we use the term in organizational behavior. The business was 

started by about 20 Quebec street performers in 1984 who formed 

a touring company. The performances combine acrobats, clowns, 

music, and dance with a go-for-broke spirit that stretches to the 

limits human ability, creativity, and style. Drummers descend from 

the ceiling seemingly suspended in midair; acrobats execute 

 unbelievable moves with precision, power, and grace; while 

clowns perform tricks that make audiences around the world 

erupt in laughter.

Cirque du Soleil is an experience that has been seen by over 

90 million people in 200 cities around the world. The performers 

are constantly working on moves that exceed their wildest expec-

tations. Their pride, concern about the audience, and feelings of 

performing at the highest level possible have a spiritual aura and 

tone. To become a performer in Cirque du Soleil represents an 

honor, a fulfillment, and membership in a family. There are no prima 

donnas, only “family” members helping and sharing with others.

Cirque du Soleil is a privately owned company. Although, its 

success has attracted overtures from many investors, the com-

pany prefers to remain independent. The independence seems to 

perpetuate a feeling of being able to take risks, try new routines, 

and make decisions that the “family” feels good about.

Every year the audiences grow larger, the supply of potential 

new performers increases, and the morale of performers stays 

high. The creative spirit of Cirque du Soleil is a powerful force 

that cannot be measured, but its presence is obvious to the per-

formers and audiences that have so much fun being together for 

a few hours.

Sources: Bernard Simon,“Steady Footing on Cirque’s High Wire: The 

 Leaders of the International Circus Act Have Ensured That Creativity 

Remains at Its Core, Even When It Comes to Management,” Financial Times, 

July 1, 2008; www.cirquedusoleil.com/en/about/faq/faq.asp (accessed

July 12, 2009); and www.circusnet.info/cirque/circarte/soleil.htm 

 (accessed December 12, 2003).

G L O B A L  O B

 This recognition from the Academy of Management is an important step in gain-

ing exposure and creating more research interest in the role that spirituality plays in 

work settings.  

  Research on workplace spirituality is still in its infancy, but some interesting find-

ings have been reported to date. One study of the spirituality of medical units within 

a hospital system found that work units’ spirituality was associated with the unit’s 

performance, and unit leaders impacted the degree to which unit members expressed 

workplace spirituality. 84  Another study reported that organizational spirituality was 

positively related to employee job involvement, organizational identification, and 

work rewards satisfaction. 85  

 Researchers such as Mitroff  and Denton report that many organizations are 

 convinced that spirituality and workplace performance are linked. 86  They studied 

 spiritual beliefs and practices among managers and executives, interviewing more than 

80 managers. They also conducted field surveys, and the researchers propose that the 

sensitivity of the subject and the length of the survey resulted in the low return rate of 

less than 7 percent. Despite the research design limitations, the Mitroff  and Denton 

study provided some interesting results. They found that: 

•   Employees who are more spiritually involved achieve better results.  

  •   There was near-unanimous agreement about the meaning of  spirituality : “the desire 

to find ultimate meaning and purpose in one’s life and to live an integrated life.”  

•   Few respondents feel they can act on their spirituality in the workplace.  

•   Employees do not want to fragment their lives. They want to be acknowledged as 

whole persons in the workplace.  

•   People differentiate strongly between religion and spirituality.    

 The results of the Mitroff  and Denton research led them to identify a number of 

distinct models that describe how workplace spirituality can be practiced: recovery 
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(e.g., Alcoholics Anonymous), evolutionary (evolved from religious to more  ecumenical, 

e.g., YMCA), socially responsible (e.g., Ben & Jerry’s), values-based (e.g., Kingston 

Technology), and religion-based (e.g., Mormon-owned Ag Reserves, Inc.). 87  

 These five models representing different kinds of spirituality in organizations sug-

gest that spirituality can be productive, encouraging trust, work/life balance, empathy 

and compassion about others, the valuing of human assets, the full development and 

self-actualization of people, and ethical behavior.  

  Other researchers have examined the relationship of spirituality and work attitudes. 88  

One study examined dimensions of  spirituality (e.g., meaningful work, community, 

and alignment with organizational values) and the relationship to such attitudinal 

variables as commitment, intentions to quit, and intrinsic work satisfaction. 89  The 

 results were supportive of the hypothesized relationships between spirituality and the 

work attitudes studied. 

 Although the results of the limited number of research studies is encouraging, there 

is still much work to accomplish. 90  There is a lack of rigor, critical thinking, and theo-

retical foundations in the area of spirituality inquiry. However, this can be said about 

most new, nontraditional concepts studied by researchers. Most of the now accepted 

concepts in organizational behavior such as team building, negotiations, and leader-

ship began to have a presence slowly. 

 Spirituality researchers need to develop research methods, designs, and processes 

that are acceptable in terms of reliability, validity, and response rates. 91  Research must 

also include more consideration of  moderating and mediating variables. What role 

does the manager, culture, or organizational system play? 

 There may also be a negative or dark side to workplace spirituality. Someone who 

is promoting and prodding others to show or be more spiritual may disrupt the work 

performance of colleagues. Is there a dark side of spirituality that should be consid-

ered? This and other questions need theoretical and research attention.        

STEREOTYPES AND ASIAN-AMERICANS

This is a puzzling issue. The personality or style of Asian-

Americans may mean they do not use an assertive approach to 

secure what is fair or based on performance. Because Asian-

Americans do not promote themselves or attempt to secure an 

explanation for rewards or performance information, they may 

not share in benefits in proportion to their achievement. Being 

humble and remaining in the background for many Asians is 

something they have been taught since childhood.

Y O U  B E  T H E  J U D G E  C O M M E N T

 Summary of 
Key Points  

  •    Organizational culture  is a pattern of  assumptions and values that are invented, 

discovered, or developed to cope with organizational life.  Socialization  is the pro-

cess by which organizations bring new employees into the culture.  

  •   Simply declaring that “this will be the culture” is not realistic. Culture evolves over 

time. Organizational cultures can be influenced by powerful individuals such as 

Ray Kroc at McDonald’s, Walt Disney, or John Nordstrom. Typically, an 

 organizational culture evolves and becomes real when people interact and work 

together to create one.  
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  •   Organizations can achieve effectiveness only when employees share values. The 

 values of an increasingly diverse workforce are shaped long before a person enters 

an organization. Thus, it is important to recruit, select, and retain employees whose 

values best fit those of the firm.  

  •   Spirituality in the workplace is beginning to be empirically studied and discussed. 

By  spirituality  most practitioners and researchers mean that employees have a per-

sonal concept or inner life that can be strengthened and nourished at work. Cur-

rently, most studies of  spirituality use surveys and research designs that are being 

improved, but much work needs to be done in this area.     

   1.   Organizational culture is a difficult concept to diagnose. How would you diagnose 

the culture of an office or a manufacturing plant?  

   2.   A growing number of  Americans work for foreign-owned firms in the United 

States. Do you think that these American employees are being influenced by the 

approach to management and the culture of  the country that owns the firm? 

 Explain.  

   3.   Identify the three socialization stages. Which of these stages is most important for 

developing high-performing employees? Explain.  

   4.   Can spirituality be measured validly and reliably? How?  

   5.   How can a leader or founder help create a strong culture in an organization? Can 

a leader eliminate culture? Explain.  

   6.   Hofstede’s research indicates that national cultures exist. Do you believe that in a 

heterogeneous nation, such as the United States, a national culture that is shared 

by society does exist?  

   7.   What should managers of  diverse workforces know about differences in values 

and spirituality among individuals?  

   8.   Point out three assumptions about the culture of  the last (or present) firm at 

which you were employed.  

   9.   What can a leader do to promote cultural change that helps improve the overall 

effectiveness of an organization?  

   10.   Why is culture so difficult to measure or assess?     

 Review and 

Discussion 

Questions  

 Listed below are what two researchers refer to as 

specific manifestations of  organizational culture. 

Enterprises over a period of  time illustrate or use 

these cultural factors to strengthen and perpetuate 

the culture. Some of  the widely publicized firms 

such as Harley-Davidson, Merck, Nike, Compaq 

Computer, Intel,  Amazon.com, Oracle, Honda, 

Nestlé, Hershey, and Coca-Cola have distinct and 

strongly influential  cultures. 

  •    Rite —A relatively elaborate, dramatic planned 

set of  activities that combines various forms of 

cultural expressions and that often has both prac-

tical and expressive consequences.  

       Exercise 

 Exercise 2.1: Assessing and Considering Organizational Culture 
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Reality Check

Now how much do you know about culture?

 6. True or false: The Academy of Management has not yet recognized the increasing interest its 

members have in workplace spirituality.

a. True

b. False

 7. A society’s concepts of what is right or wrong are reflected in what are called ______________.

a. values

b. needs

c. preferences

d. fulfillment

 8. The first stage of socialization is identified as ______________.

a. accommodation

b. preview

c. anticipatory

d. uniform

 9. The more intense awareness of the socialization process occurs when an individual 

______________.

a. retires

b. changes jobs

c. receives job feedback

d. is involved in training

10. The Walt Disney Company is considered to have a ______________.

a. strong culture

b. weak culture

c. unstable culture

d. single-layer culture

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. d  3. b  4. b  5. c     6. b  7. a  8. c  9. b  10. a   

   Number Correct     Number Correct   

       _________       _________       

  •    Ritual —A standardized, detailed set of techniques 

and behaviors that manages anxieties but seldom 

produces intended, practical consequences of any 

importance.  

  •    Myth —A dramatic narrative of imagined events, 

usually used to explain origins or transformations 

of something; also, an unquestioned belief  about 

the practical benefits of  certain techniques and 

behaviors that is not supported by demonstrated 

facts.  

  •    Saga —A historical narrative of  some wonderful 

event that has a historical basis but has been em-

bellished with fictional details.  

  •    Folktale —A completely fictional narrative.  

  •    Symbol —Any object, act, event, quality, or relation 

that serves as a vehicle for conveying meaning, 

usually by representing another thing.  

  •    Language —A particular manner in which mem-

bers of  a group use vocal sounds and written 

signs to convey meanings to each other.  

  •    Gesture —Movements of  parts of  the body used 

to express meanings.  

  •    Physical setting —Those things that physically 

surround people and provide them with immedi-

ate sensory stimuli as they carry out culturally 

expressive activities.  
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  •    Artifact —Material objects manufactured by peo-

ple to facilitate culturally expressive activities.    

   The instructor will divide the class into groups of 

five or six to discuss each of  the manifestations in 

terms of: (1) a firm the students have worked in, and 

(2) a popular firm such as the widely publicized 

 enterprises listed above. The groups should also dis-

cuss the following: 

  1.   How managers can influence the cultural factors 

listed above.  

  2.   Which of  the factors listed apply to the school/

university they are now attending.  

  3.   Why culture can influence the morale of 

 employees.    

   The exercise can be completed in one or two 

classes (45–90 minutes). After the group discusses 

the questions and issues in the first class, a second 

class can be used to review each of the group’s con-

siderations and findings.  

 Lee Gardenswartz and Anita Rowe are well-known 

and highly regarded diversity management trainers 

and advocates. They have developed a number of in-

teresting approaches to managing diverse work 

groups. Listed below is a short, nine-item diversity 

quotient scale. Take the short questionnaire and 

score your own answers. The DQ could be used by 

the instructor as a discussion starter in class.  

 Diversity Questionnaire      

 Directions 

 Indicate your views by placing a T (true) next to any 

of these nine statements you believe is true. 

  1.   I know about the rules and customs of  several 

different cultures.     

  2.   I know that I hold stereotypes about other groups. 

    

  3.   I feel comfortable with people who are different 

from me.     

  4.   I associate with people who are different from 

me.     

  5.   I find working on a multicultural team satisfying. 

    

  6.   I find change stimulating and exciting.     

  7.   I enjoy learning about other cultures.     

  8.   When dealing with someone whose English is 

limited, I show patience and understanding. 

    

  9.   I find that spending time building relationships 

with others is useful because more gets done. 

        

 Interpretation 

 The more true responses you have the more adapt-

able and open you are to diversity. 

   If  you have five or more true responses, you prob-

ably are someone who finds value in cross-cultural 

experiences. 

   If  you have fewer than five true responses, you 

may be resistant to interacting with people who are 

different from you. If  that is the case, you may find 

that your interactions with others are sometimes 

blocked.      

  Exercise 

 Exercise 2.2: Determining Your Diversity Quotient (DQ) 

 Anyone working for a company, a project, a joint 

venture, or in a group that’s been together even for a 

few months is working in a cultural system. Human 

beings can’t work around each other for very long 

without repetitive activities, strategies, and rituals 

appearing. How things are accomplished has a cul-

tural rhythm and flow. 

   Studies suggest that a key feature of  employee 

success is how closely an individual’s work habits 

match the culture in which he or she is employed. 

  Case 

 Case 2.1: Organizational Culture: Life or Death 
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Success in this research is defined as both productiv-

ity and longevity. A sound understanding of culture 

is important in making the best hiring, assignment, 

and retention decisions. 

   In an interesting study involving hospitals, suc-

cess has a life and death aspect. The rapid, efficient, 

and top-quality treatment of heart attacks is impor-

tant and crucial for survival. A research study in the 

Yale School of Medicine journal,  Circulation: Journal 

of the American Heart Association,  points out the 

role that culture plays in survival. 

   Eleven hospitals consistently delivered therapy to 

restore blood flow to heart attack patients in 90 min-

utes or less. The researchers studied how staff  at 

these hospitals, including Yale–New Haven Hospital, 

regularly delivered such speedy treatment, which can 

save lives. 

   The authors write that many of the nation’s hos-

pitals do not respond as quickly as national guide-

lines suggest, even though speed is important in 

restoring blood flow to reduce the amount of dam-

age to heart muscle. Faster “door-to-balloon” 

time—time elapsed from a patient’s arrival to treat-

ment with angioplasty—translates into better survival 

and less disability. 

   The researchers visited each of  the 11 hospitals 

and conducted extensive interviews with staff—from 

the top administrators to technical support staff—

and identified a set of common themes. 

   “We found that success involved much more than 

skilled individual doctors and nurses,” said lead 

 author Elizabeth Bradley, associate professor in the 

Department of Epidemiology and Public Health at 

Yale. “What distinguished these hospitals was how 

well they were organized, how teams functioned to-

gether, how the culture rewarded quality improve-

ment and how they dealt with setbacks.” 

   Bradley added, “The themes also reflect the 

 ability of  the top performing hospitals to pursue 

 simultaneously contrasting approaches and balance 

the tensions between them. For example, having 

standardized protocol but retaining flexibility to 

refine them continuously, or having intense and in-

dividualized data feedback but a no-blame culture. 

The ability to balance these paradoxes may be a 

critical aspect of  bouncing back from the speed 

bumps in the process of  improvement.” 

   “All of  these top hospitals share eight common 

characteristics that drive their ability to deliver fast, 

effective treatment to patients with ST-elevation 

acute myocardial infarction (STEMI),” said senior 

author Harlan M. Krumholz, M.D., the Harold 

H. Hines, Jr., Professor of  Medicine. “This study 

has direct and important information for hospitals 

around the country.” 

   Each of the hospitals had explicit commitment to 

reduce delays throughout the process; senior man-

agement support for quality improvement efforts; 

innovative protocols and flexibility in refining those 

protocols; collaborative teams across nursing, cardi-

ology and emergency services,; real-time data feed-

back to measure success; and an organizational 

culture that made hospitals resilient to setback.         

 Questions  

  1.   What values appear to be driving the doctors 

and nurses in the hospitals to treat heart attack 

patients?  

  2.   Why must a person’s work habits match the team 

culture in the hospitals depicted above?  

  3.   What types of  events could change or alter the 

strong team culture in the hospitals depicted 

above?            

 Source: Adapted from Elizabeth H. Bradley, et al., “Achieving Rapid 

Door-to-Balloon Times: How Top Hospitals Improve Complex Clinical 

Systems,”  Circulation,  February 2006, pp. 1079–85. 





  3.     INDIVIDUAL DIFFERENCES AND WORK BEHAVIOR  

  4.     PERCEPTIONS, ATTRIBUTIONS, AND EMOTIONS  

5. MOTIVATION

  6.     JOB DESIGN, WORK, AND MOTIVATION  

  7.     EVALUATION, FEEDBACK, AND REWARDS  

  8.     MANAGING MISBEHAVIOR  

  9.     MANAGING INDIVIDUAL STRESS       

   P A R T  T W O 

 Understanding 
and Managing 
Individual Behavior   

   Be what you are. This is the first step toward becoming better than you are.      

Julius   Charles  Hare and Augustus William Hare, Guesses at Truth (1827)        
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 Individual Differences 
and Work Behavior   
 Learning Objectives 

 After completing Chapter 3, you should be 

able to: 

  •   Identify  the major individual variables that 

influence work behavior. 

  •   Understand  how diversity is influencing the 

workplace. 

  •   Explain  what an attitude is and identify its 

three components. 

  •   Discuss  the relationship between job satis-

faction and performance. 

  •   Describe  the major forces influencing 

 personality. 

  •   Identify  the Big Five personality dimensions. 

  •   Discuss  several important personality 

 factors.     

 Why Individual Differences Are Important  

 Individual differences are important in studying organizational behavior and manage-

ment for a very important reason. Individual differences have a direct effect on behav-

ior. Every person is unique because of  their background, individual characteristics, 

needs, and how they perceive the world and other individuals. People who perceive 

things differently behave differently. People with different personalities interact differ-

ently with bosses, co-workers, subordinates, and customers. In a multitude of different 

ways individual differences shape organizational behavior and, consequently, individ-

ual and organizational success. Individual differences, for example, help explain why 

some people embrace change and others are fearful of it. Or why some employees will 

be productive only if  they are closely supervised, while others will be productive only 

if  they are not. Or why some workers learn new tasks more effectively than others. 

There is virtually no area of organizational activity that is not affected by individual 

differences. 

   A helpful way to think about the importance of individual differences in in fluencing 

work behavior is through the use of the    attraction-selection-attrition (ASA) framework   . 1  

According to ASA, attraction to an organization, selection by it, and attrition from it 

result in particular kinds of  people being in the organization. These people, in turn, 

determine organizational behavior. 

           The ASA cycle works something like this: Different people are  attracted  to different 

careers and organizations as a function of their own abilities, interests, and personali-

ties. Similarly, organizations  select  employees on the basis of  the needs the organiza-

tion has.  Needs  refers not only to skills and abilities, but also to individual attributes 

such as values and personality. Not all attraction decisions and selection decisions 

   C H A P T E R  T H R E E 
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work out, however.  Attrition  occurs when individuals discover they do not like being 

part of  the organization and elect to resign, or when the organization determines an 

individual is not succeeding and elects to terminate. Each phase of  this ASA cycle 

is significantly influenced by the characteristics—individual differences—of each 

 person.  

    In a very real sense, the essence of  any organization is defined by the people who 

work there. For example, the energy trading firm Enron Corporation was once her-

alded as a role model for 21st century companies, both from an economic and an 

ethical perspective. The company’s success and reputation were built by its leaders and 

employees who constantly pushed the limits to achieve higher levels of  performance. 

Unfortunately, the needs and actions of  its leaders changed over time, leading to a 

number of unethical and illegal business practices. This behavior led the organization 

and its thousands of employees to a tragic demise—the largest bankruptcy in U.S. his-

tory. The people who worked at Enron, as well as those who did not, were both a part 

of the ASA cycle. 2  Since the ASA cycle is strongly influenced by individual differences, 

it is not an overstatement to describe individual variables like those discussed in the 

remainder of  this chapter as critical building blocks in the success or failure of  any 

organization. 

Reality Check

How much do you know about individual differences?

1. The most discussed and publicized personality model is called .

a. Richard’s Model

b. Introversion Framework

c. Big Five

d. Cyber-personality

2.  determines the degree to which individuals believe their behavior influences 

what happens to them.

a. Leadership style

b. Values

c. Locus of control

d. Happiness

3. The emotional component of an attitude is referred to as .

a. intelligence

b. stability

c. dissonance

d. affect

4.  is a person’s belief that he or she has the competency to complete a job 

 successfully.

a. Self-efficacy

b. Self-regulation

c. Self-awareness

d. Self-motivation

5. The attributes that make people different from one another are called .

a. background

b. diversity

c. culture

d. heredity
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   Each individual is different from every other individual in many respects. A manager 

needs to ask how such differences influence the behavior and performance of employ-

ees. This chapter highlights some of the important individual differences that can help 

explain why one person is a significantly better or poorer performer than another per-

son. Differences among people require forms of adjustments for both the individual 

and those for whom she or he will work. Managers who ignore such differences often 

become involved in practices that hinder achieving organizational and personal goals.    

 The Basis for Understanding Work Behavior  

 Demographic factors such as age, race, and gender influence individual differences. In 

addition, a person’s genetics influence such individual differences as temperament. 

Another set of factors from a person’s environmental background (e.g., urban versus 

rural; single parent versus dual parent; poor, middle class, or wealthy) impact a 

 person’s personality and behavior. For example, a middle-class Caucasian child 

from Chicago is likely to respond, behave, and even talk differently than an African-

American child born and raised in Athens, Georgia. 

   To understand individual differences, heredity and personal environment need to 

be weighed and considered. Even when these factors are understood, it is still difficult 

to accurately predict behavior. A person’s behavior at work, in school, or in the home 

is a complex interaction of the variables depicted in  Exhibit 3.1 . This graphical por-

trayal of  individual differences is only a starting point and shows some of the large 

number of variables that influence behavior. 

   Exhibit 3.1 suggests that effective managerial practice requires that individual be-

havior differences be recognized and, when feasible, considered while managing orga-

nizational behavior. To understand  individual differences,  a manager must (1) observe 

and recognize the differences and (2) study relationships among variables that influ-

ence individual behavior. For example, a manager is in a better position to make opti-

mal decisions if  he or she knows what the attitudes, perceptions, and mental abilities 

of  employees are as well as how these and other variables are related. Being able to 

Personality

Individual Differences

Ability and
skills

AttitudesPerception

Work behavior
• Productivity
• Creativity
• Performance

EXHIBIT 3.1

Individual Differences 

in the Workplace
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observe differences, understand relationships, and predict linkages can facilitate man-

agerial attempts to improve performance. 

    Work behavior  is anything a person does in the work environment. Talking to a 

manager, listening to a co-worker, creating a new method of following up on a sale, 

learning new computer software, typing a memo, researching a question using an In-

ternet search engine, placing a completed unit in inventory, and learning how to use 

the firm’s accounting system are all work behaviors. However, so are daydreaming 

about being on the golf  course, socializing with friends around the water cooler, and 

sabotaging a new piece of equipment. Some of these behaviors contribute to produc-

tivity; others are nonproductive or even counterproductive. 

    Individual Differences Influencing Work Behavior  

 The individual variables presented in Exhibit 3.1 are classified as heredity and diversity 

factors, personality, ability and skills, perception, and attitudes. These variables all im-

pact key work behaviors such as employee productivity, creativity, and performance.  

 Heredity Factors 

 Heredity provides a genetic explanation of  some aspects of  human variability. In-

cluded in discussions of  heredity are debates about gender, race, and ethnic back-

ground. Psychological, mental, and moral differences are influenced by genetic 

inheritance. However, the genetic basis of  individual differences is complicated and 

controversial. The debate as to whether human behavior is determined largely by he-

redity or by environment has been going on for a long time. It lies at the center of such 

controversies as the reasons for differences between men and women, why people have 

higher and lower IQs, and the extent to which twins raised in separate environments 

are alike or different. For example, studies suggest that identical twins raised apart are 

more similar to each other (behaviorally) than to other adoptive family members. 3  

   Perhaps the foremost heredity difference is gender. Possible gender-related differ-

ences have received particular attention in regard to professional and managerial ca-

reers. It has been argued, for example, that men make better managers because they 

are more assertive, women are less committed to organizational careers because of 

family considerations, or men are less sensitive to the feelings of others and thus are 

better able to make tough decisions. While it is true that some evidence supporting 

each of  these generalizations can be found, one also can find evidence that refutes 

them. Indeed, research suggests that most of  the stereotypical differences frequently 

used to describe males and females in organizations are simply not valid. 4  

   Related to the concept of  heredity,    diversity    refers to those attributes that make 

people different from one another. The six primary (and stable) dimensions include 

age, ethnicity, gender, physical attributes, race, and sexual/affectional orientation. Sec-

ondary (and changeable) dimensions include educational background, marital status, 

religious beliefs, health, and work experience. 5  

   In terms of  employee diversity, the workforce is rapidly becoming much more 

 diverse than in the past. The following trends in the U.S. labor force are expected from 

2006 to 2016:

 •     The labor force will continue to grow more diverse.  

 •    Dramatic growth in “older workers” (i.e., people aged 55 and older) will occur.  

      diversity  
 Refers to those attri-

butes that make people 

different from one an-

other. Primary dimen-

sions of diversity 

include age, ethnicity, 

gender, physical attri-

butes, race, and sexual/

affectional orientation.     
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 •    There will be 76.5 million women in the labor force by 2016, 6.3 million more than 

in 2006.  

 •    White (non-Hispanic) workers’ participation in the workforce will decrease to about 

65 percent.  

 •    The majority of  the 22.4 million disabled individuals will be looking for jobs and 

careers.  

 •    Hispanic- and Asian-Americans will continue to enter the workforce at a rapid 

rate.  

 •    More African-American women than men will enter the workforce. 6     

   The proliferation of  gender, racial, age, and ethnic diversity in the workplace 

brings onto center stage differences in values, work ethics, and norms of  behaviors. 

Miscommunication, insensitivity, ignorance, and hostility are likely to become ma-

jor managerial concerns. For example, the U.S. Equal Employment Opportunity 

Commission (EEOC) settled a racial harassment lawsuit in 2008 for $1,650,000 

against four companies on behalf  of  African-American employees who were sub-

jected to the following extreme racist behaviors at a construction site in the United 

States: life-size nooses hanging in African-American employees’ work areas; racist 

graffiti (e.g., “If  u not white u not right”) in the portable toilets; and regular use of 

verbally offensive language (e.g., the “N-word”). 7  Employees who are isolated and 

harassed for their uniqueness and diversity will not only suffer, but due to resent-

ment, fear, and anger, will be less likely to be enthusiastic contributors to the 

 organization. 8   

    A number of  companies are taking active steps to manage this dramatic shift in 

employee diversity. For example, IBM’s board of directors and its Worldwide Execu-

tive Council (WEC) are 57 percent and 40 percent (respectively) female and multicul-

tural, or not-U.S. born. The WEC is responsible for overseeing the company’s 

worldwide diversity initiatives, including recruiting, retaining, and promoting talent, 

and linking diversity initiatives to the global marketplace. 9  

CAN JOBS BE GENDER STEREOTYPED?

One of the most important—and interesting—individual dif-

ference variables is gender. While many gender distinctions 

are more imagined than actual, there are some real differ-

ences. Men tend to be taller than women and women tend to 

live longer than men, to mention just a couple. It is also true 

that there are some real differences in the proportion of males 

and females in certain jobs. A significant majority of nurses 

are female, for example. Similarly, most electricians are male. 

There are, however, no true gender differences that would 

dictate that nurses had to be women, or that electricians 

had to be men. Still, many people believe that some jobs are 

“female” and others are “male.”

Such a person was a male manager for a Washington 

DC company. When a receptionist position became avail-

able in his office, he instructed one of his female employees 

to fill the vacant position with a woman. The notion of hav-

ing a male receptionist simply did not fit his stereotype of 

this category. In a number of different ways he made it clear 

that “men are not receptionists.” Clearly upset by this kind 

of thinking, the female employee who had been instructed to 

fill this position with a woman sued her employer for sex 

discrimination.

How would you have ruled in this case? Is this sex dis-

crimination? Do you think any laws were broken here? If not, 

should there be a law against such behavior?

Y O U  B E  T H E  J U D G E
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   In another example, Deloitte Touche has undertaken several initiatives to help its 

female employees break the “glass ceiling” including: decreasing the level of travel for 

employees to allow them to better balance their work and personal lives; enhancing 

career opportunities for women; and making diversity management a key priority for 

the organization. 10  Leaders at Deloitte Touche understand the long-term benefits of 

retaining diverse employees. Although research shows that women comprise less than 

15% percent of  corporate board members in the United States and many European 

countries, evidence shows that Fortune 500 firms with a higher percentage of female 

directors and managers performed better financially. 11  

   Understanding diversity in the global marketplace is equally as important as 

 understanding it in the United States. As the Global OB on page 73 illustrates, global 

managers must develop a keen understanding of differences among cultures to be suc-

cessful in their international business endeavors. 

  In addition to understanding the impact of racial, ethnic, and gender differences at 

the workplace, managers also need to be aware of these other ways that employee di-

versity can manifest itself:

 •     Generational diversity : Gen Y or Millennials (those who are in their 20s and 

younger) are different in key ways when compared to Gen X (those in their 30s 

to low 40s) and baby boomers (those who are in their mid-40s and older). Gen X 

and baby boomers, as managers, need to realize that Millennials can be used to 

leverage their skills at online social networking to collaborations and teamwork 

on virtual team projects. Millennials tend to require more praise and short-term 

rewards than do Gen X and baby boomers, but they will put their own careers 

first and will look for organizations that provide meaningful training and proj-

ects to build their résumés. Managers need to assign mentors to help match or-

ganizational opportunities with Millennial employees’ career goals and to help 

Millennials understand the company culture, dress policies, office politics, and 

so on. 12   

 •     Disability diversity : The Americans with Disabilities Act (ADA) of 1990 prohibits 

discrimination against qualified individuals with disabilities. A disabled person is 

someone who has a physical or mental impairment that substantially limits one or 

more of his or her major life activities. Given that the ADA requires that organiza-

tions make reasonable accommodations for disabled individuals, managers may be 

called upon to make one or more of the following accommodations: 13 

• Make existing facilities accessible. A manager may be asked to assist in the 

planning and budgeting for a wheelchair ramp to be added to the front of  the 

building.

• Restructure jobs. A manager may purchase voice interface software so that a 

blind customer service representative can relate information from a PC to cus-

tomers who call in with questions and problems. Basically, the PC speaks to the 

blind employee who then communicates that information to the customer.

• Modify work schedules. Some ill individuals have set days/times when they need 

to receive treatment (e.g., kidney dialysis, etc.) from medical providers. A man-

ager may need to accommodate the employee by scheduling work around these 

medical visits.

• Reassign employees. A police officer, after being wounded in the line of  duty, 

may need to be reassigned to a desk job for a certain period until able to assume 

full responsibilities again.
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   What are the implications of  heredity and diversity differences in the global and 

domestic workplace? It is important to understand that even the perception that 

these differences exist influences the behavior of  men, women, and minorities in the 

workplace. A male manager, for example, who assumes a female employee is less 

 committed to the organization because of  family responsibilities is likely—perhaps 

unconsciously—to behave differently toward her than he otherwise would. In 

turn, the female employee’s behavior will likely be influenced—again, perhaps 

 unconsciously—by the manager’s behavior.   

 Abilities and Skills 

 Some employees, though highly motivated, simply do not have the abilities or skills to 

perform well. Abilities and skills play a major role in individual behavior and perfor-

mance. 14     Ability    is a person’s talent to perform a mental or physical task.  Skill  is a 

learned talent that a person has acquired to perform a task. A person’s ability is gener-

ally stable over time. Skills change as one’s training or experience occurs. A person can 

be trained and consequently acquire new skills.       

       The following abilities have been identified as important factors in helping to dif-

ferentiate between higher- and lower-performing employees:  mental ability, emo-

tional intelligence,  and  tacit knowledge . When selecting candidates for a particular 

position, one of  the better predictors of  training proficiency and job success is 

    mental ability   . Often referred to as intelligence, mental ability can be divided into 

  ability  
 A person’s talent to 

perform a mental or 

physical task. 

  mental ability  
 Refers to one’s level of 

intelligence and can be 

divided into subcatego-

ries, including verbal 

fluency and compre-

hension, inductive and 

deductive reasoning, 

associative memory, 

and spatial orientation. 

GUIDELINES FOR EXPATRIATES WHEN MANAGING 

IN ANOTHER CULTURE
When a manager is managing in another culture, a number 

of crucial cultural characteristics must be considered. A 

few pointers that apply to specific cultures could prove to be 

invaluable.

China

• Mandarin is spoken by over 70 percent of the population.

• Although the government encourages atheism, Buddhism, 

Islam, and Christianity also are practiced in China. Confucian-

ism, although not a religion, has a great influence on Chinese 

society.

• As a collectivist society, individual rights and needs are sub-

ordinate to collective rights and needs.

• Harmony and family must be respected.

• Although women are purported to be equal to men, economic 

and work-related inequities exist.

India

• Hinduism and Islamic religions play a major role in the lives of 

most Indians.

• The caste system exerts a strong influence over Indian 

 society.

• A moderately collective culture exists. Thus, a friendship may 

be more important than work or technical expertise.

• Punctuality is not a priority.

• Being passive is considered a virtue.

• Women have few privileges and male chauvinism is strong.

Russia

• Literacy is almost 100 percent. Information is processed 

 subjectively and outsider-initiated communication is viewed 

suspiciously.

• Specialists with technical expertise are respected.

• Sexual harassment is excessive in business organizations 

and in the government.

• Compromise is viewed as a sign of personal weakness.

Mexico

• Good impressions are made when foreign nationals are famil-

iar with the nation’s history, customs, and arts.

• General suspicion is directed at foreign nationals.

• Time is a flexible concept.

• Personal friendships and long-term relationships are very 

 important.

• Conversations occur at close physical distances.

G L O B A L  O B
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several subcategories: verbal fluency and comprehension, inductive and deductive 

reasoning, associative memory, and spatial orientation. 15        

       One of the more popular cognitive ability tests is the Wonderlic Personnel Test. 16  

Organizations from the National Football League to American Residential Services (a 

home maintenance and repair company) give this 12-minute, 50-question test to aspir-

ing recruits and job applicants to assess their mental ability. At American Residential 

Services candidates scoring in the lowest 10 to 15 percent are not hired. The company 

claims that this enhances the quality of  new employees, ultimately improving cus-

tomer service and cutting turnover. 17         

       Another important ability is emotional intelligence. Discussed in greater detail in 

Chapter 4,    emotional intelligence (EI)    refers to a person’s ability to be self-aware of 

feelings, to manage emotions, to motivate oneself, to express empathy, and to handle 

relationships with others. 18  The topic of  emotional intelligence has spawned a great 

deal of interest among researchers and managers, as evidenced by the countless num-

ber of books and research studies published on the topic. Though not conclusive, re-

search findings are increasingly showing that people high in emotional intelligence are 

more successful in certain ways on the job. 19  For example, one study found that em-

ployees low in EI reacted more negatively to job insecurity and were more likely to 

adopt negative coping strategies. 20        

          Tacit knowledge    refers to work-related practical know-how that employees ac-

quire through observation and direct experience. 21  By gaining hands-on work expe-

rience, successful employees learn the ins and outs of  their jobs, the norms of  their 

work teams, and the values of  the organizational culture. For example, a customer 

service representative from a large cable television company learned over the years 

that it’s best not to interrupt irate customers while they are upset and venting their 

problems. By showing the customer genuine concern and a willingness to listen, the 

representative could help the customer feel better, ultimately retaining his or her 

business. This skill was not learned from a manual or training session; it was devel-

oped by the representative through trial and error and experience with hundreds of 

irate customers. 

   According to Robert J. Sternberg, people who develop and use tacit knowledge will 

increase their chances of  success within organizations. 22  He believes that  practically  

intelligent leaders and managers tend to: 

  •   Capitalize on their own strengths and overcome their weaknesses.  

  •   Realize they are not good at everything.  

  •   Overcome negative expectations set by others around them.  

  •   Learn from their positive and negative experiences.  

  •   Have can-do attitudes.    

   Although far from conclusive, research supports such claims about the virtues of 

practical intelligence. For example, in a study of  the leadership effectiveness of  562 

military leaders, those with higher levels of  tacit knowledge were perceived as more 

effective than those with lower amounts of practical, experience-based knowledge. 23  

   The presence or absence of various abilities and skills has an obvious relationship 

to job performance. Managers must attempt to match a person’s abilities and skills to 

the job requirements. This matching process is important since no amount of leader-

ship, motivation, or organizational resources can make up for deficiencies in abilities 

or skills (although clearly, some skills can be improved with practice and training). Job 

analysis is a widely used technique that takes some of the guesswork out of matching. 

  emotional intelligence 
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Job analysis is the process of defining and studying a job in terms of tasks or behav-

iors and specifying the responsibilities, education, and training needed to perform the 

job successfully. Job analysis will be discussed in more detail in Chapter 6.   

 Attitudes 

 Attitudes are determinants of behavior because they are linked with perception, per-

sonality, feelings, and motivation. An attitude is a mental state of  readiness learned 

and organized through experience, exerting a specific influence on a person’s response 

to people, objects, and situations with which it is related. Each person has attitudes on 

numerous topics—computers, jogging, restaurants, friends, jobs, religion, the govern-

ment, elder care, crime, education, income taxes, and so on. 

   This definition of attitude has certain implications for the manager. First, attitudes 

are learned. Second, attitudes define one’s predispositions toward given aspects of the 

world. Third, attitudes provide the emotional basis of  one’s interpersonal relations 

and identification with others. And fourth, attitudes are organized and are close to the 

core of personality. Some attitudes are persistent and enduring. Yet, like each of the 

psychological variables, attitudes are subject to change. 24  

   Attitudes are intrinsic parts of  a person’s personality. A number of  theories at-

tempt to account for the formation and change of attitudes. One such theory proposes 

that people “seek a congruence between their beliefs and feelings toward objects” and 

suggests that the modification of  attitudes depends on changing either the feelings 

or the beliefs. 25  The theory proposes that cognition, affect, and behavior determine 

attitudes, and that attitudes, in turn, determine cognition, affect, and behavior. The 

   cognitive    component of an attitude consists of the person’s perceptions, opinions, and 

beliefs. It refers to the thought processes with special emphasis on rationality and 

logic. An important element of  cognition is the evaluative beliefs held by a person. 

Evaluative beliefs are manifested in the form of favorable or unfavorable impressions 

that a person holds toward an object or person.       

          Affect    is the emotional component of an attitude and is often learned from parents, 

teachers, and peer group members. It is the part of an attitude that is associated with 

“feeling” a certain way about a person, group, or situation. The  behavioral  component 

of an attitude refers to the tendency of a person to act in a certain way toward some-

one or something. A person may act in a warm, friendly, aggressive, hostile, teasing, or 

apathetic way, or in any number of  other ways. Such actions could be measured to 

examine the behavioral component of attitudes.       

       Sometimes there may be discrepancies between attitudes and behaviors. This kind 

of discrepancy is called  cognitive dissonance.  An individual who has the attitude that 

smoking is bad for one’s health but who continues to smoke anyway would probably 

experience cognitive dissonance. Such an inconsistency between beliefs and behavior 

is thought to create discomfort and a desire on the part of the individual to eliminate 

or reduce the inconsistency. 

   In terms of the smoker, this could mean changing beliefs about the negative health 

consequences (“I’m in good health—smoking isn’t as bad as they say”) or modifying 

the behavior (quitting, cutting back, switching to a “lower-tar” brand). The concept of 

cognitive dissonance is developed further in Chapter 14. 

    Exhibit 3.2  illustrates how a work environment factor (e.g., managers’ style) can 

influence the three components of attitudes. This stimulus triggers cognitive (thought), 

affective (emotional), and behavior responses. In essence, the stimulus results in the 

formation of attitudes, which then lead to one or more responses. 
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   The theory of cognitive, affective, and behavioral components as determinants of 

attitudes has a significant implication for managers. The theory implies that the man-

ager must be able to demonstrate that the positive aspects of contributing to the orga-

nization outweigh any negative aspects of a situation. It is through attempts to develop 

generally favorable attitudes toward the organization and the job among employees 

that many managers achieve effectiveness.  

 Changing Attitudes 

 Managers often face the task of  changing their employees’ attitudes to get them to 

work harder and achieve higher job performance. Although many variables affect at-

titude change, the process depends on three general factors: the communicator, the 

message itself, and the situation. 26  For this discussion, it is assumed that the commu-

nicator is the manager of several employees of a five-star hotel. The employees work 

in a variety of positions, including the front desk, sales, banquets, cleaning, laundry, 

concierge services, and the hotel restaurant.  

 The Communicator   The employees are more likely to change their attitudes (e.g., like 

the job more and try to provide higher levels of  customer service) if  they trust the 

manager, like the manager, and perceive the manager as having prestige. If  the man-

ager is not trusted, then his or her efforts at changing attitudes will fall short because 

the employees will not believe or accept the manager’s message. Calls for better cus-

tomer service will likely be perceived as self-serving for the manager in terms of his or 

her annual performance and pay raises (as opposed to a sincere effort to make cus-

tomers feel better about staying at the hotel). Liking the manager can lead to attitude 

change because employees try to identify with a liked communicator and tend to adopt 

attitudes and behaviors of the liked individual. In addition, perceiving the manager as 

having prestige can lead employees to be more receptive to changing their attitudes. If  

a manager with little prestige is not shown respect by peers and superiors, this makes 

the job of changing the employees’ attitudes very difficult.   

EXHIBIT 3.2

The Three 

Components of 

Attitudes: Cognition, 

Affect, and Behavior

Stimuli

Work environment
factors

Cognition

Affect

Behavior

Manager style
Technology
Noise
Peers
Reward system
Compensation plan
Career opportunities

Beliefs and values
“Having a fair supervisor is
important to me.”

“My supervisor is unfair.”

“I don’t like my supervisor.”

“I’ve submitted a formal
request to transfer.”

Feelings and emotions

Intended behavior
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 The Message   Even if  the manager is trusted, liked, and seen as having prestige, the 

message needs to be clear, understandable, and convincing. The manager attempts to 

change attitudes by delivering persuasive messages. As will be discussed in Chapter 13, 

managers send both intentional and unintentional messages through verbal and non-

verbal communication. For example, if  a manager says verbally that he or she supports 

the new vice president of the hotel but then misses several of the new VP’s meetings, the 

manager is sending a powerful nonverbal message to employees (i.e., I do not support 

the new VP). To be more effective at changing employees’ attitudes, managers need to 

develop and deliver consistent and persuasive verbal and nonverbal messages.   

 The Situation   Managers’ ability to change employees’ attitudes depends partly on 

the situation in which the effort takes place. Assume the manager wants the cleaning 

staff  to clean rooms 20 percent faster than they currently are doing. Knowing that a 

persuasive message can be more effective when accompanied by a distraction, the 

manager first announces that each member of the cleaning staff  is going to receive a 

year-end bonus for their hard work and commitment. After making that announce-

ment, the manager then asks the employees to make an even greater effort over the 

next 12 months by cleaning rooms much faster. Research indicates that if  people are 

distracted while they are listening to a message, they will show more attitude change be-

cause the distraction interferes with silent counterarguing. 27  In other words, the employ-

ees are more likely to listen to and respond to the manager’s plea to work faster because 

they don’t have time to come up with strong internal arguments against this request. 

 Distraction is just one of many factors that can increase persuasion. Another fac-

tor that makes people more susceptible to attempts to change attitudes is pleasant 

surroundings. The pleasant surroundings may be associated with the attempt to 

change the attitude.    

 Attitudes and Job Satisfaction 

  Job satisfaction  is an attitude people have about their jobs. It results from their percep-

tion of their jobs and the degree to which there is a good fit between them as individu-

als and the organization. 28  A number of  factors have been associated with job 

satisfaction. Among the more important ones are these: 

     Pay —the amount of pay received and the perceived fairness of that pay.  

     Work itself —the extent to which job tasks are considered interesting and provide 

opportunities for learning and accepting responsibility.  

     Promotion opportunities —the availability of opportunities for advancement.  

     Supervision —the technical competence and the interpersonal skills of one’s imme-

diate boss.  

     Co-workers —the extent to which co-workers are friendly, competent, and supportive.  

     Working conditions —the extent to which the physical work environment is com-

fortable and supportive of productivity.  

     Job security —the belief  that one’s position is relatively secure and continued 

 employment with the organization is a reasonable expectation.    

 Many organizations recognize the importance of  the potential link between job 

satisfaction and a number of desirable organizational outcomes. Ben & Jerry’s Home-

made, Inc., for example, is very proactive in providing a work environment it believes 

increases satisfaction and, consequently, productivity. This multimillion-dollar ice 

cream maker has established an employee-run Joy Committee. The sole purpose of 
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this committee is to suggest and implement activities that make Ben & Jerry’s a fun 

place to work. Among other innovations, the committee has sponsored an official 

tacky dress-up day in which employees are encouraged to wear their most outlandish 

and stylistically incorrect outfits. On one occasion the company hired masseuses to 

reduce stress during the busiest season. Employees could take a break for a half  hour 

and have a massage. Through these and other personnel policies, Ben & Jerry’s is com-

mitted to increasing employee satisfaction. 29  

 Another company committed to building and maintaining high levels of job satis-

faction is SAS Institute Inc., a North Carolina–based software maker with more than 

10,000 employees in 522 offices around the world. The SAS Institute offers a generous 

family-friendly package of  benefits aimed to boost employee morale on the job. To 

help keep their stress levels under control, employees can work out in a state-of-the-art 

gym, drop their children at the company-run day care facility, receive on-site health 

care, and take advantage of flex hours to meet family obligations. 30    

 Satisfaction and Job Performance 

 One of  the most widely debated and controversial issues in the study of  job satisfac-

tion is its relationship to job performance or effectiveness. 31  Three general views of 

this relationship have been advanced: (1) job satisfaction causes job performance; 

(2) job performance causes job satisfaction; and (3) the job satisfaction–job perfor-

mance relationship is moderated by other variables such as rewards.  Exhibit 3.3  

shows each of  these viewpoints. 

 The first two views have mixed, but generally weak, research support. Most studies 

dealing with the performance–satisfaction relationship have found low association 

2. Job performance Job satisfaction

“The more productive worker is satisfied.”

3. Job performance Job satisfactionRewards

Perceived equity

1. Job satisfaction Job performance

Causes

“The satisfied worker is more productive.”

Causes

EXHIBIT 3.3

Satisfaction–

Performance 

Relationships: 

Three Views
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 between performance and satisfaction. The evidence is rather convincing that a satisfied 

employee is not necessarily a high performer. Managerial attempts to make everyone 

satisfied will not necessarily yield high levels of productivity. Likewise, the assumption 

that a high-performing employee is likely to be satisfied is not well supported. 

 The third view suggests that satisfaction and performance are related only under 

certain conditions. A number of  other factors, such as employee participation, have 

been suggested as affecting the relationship. 32  Most attention, however, has focused on 

rewards as influencing the relationship. Generally, this view suggests that the rewards 

one receives as a consequence of  good performance, and the degree to which these 

rewards are perceived as reasonable or equitable, affect both the extent to which satis-

faction results from performance and the extent to which performance is affected by 

satisfaction. This means that if  an employee is rewarded for good performance and if  

the reward is deemed fair by the employee, job satisfaction will increase (or remain 

high). This in turn will have a positive effect on performance, leading to additional 

rewards and continued higher levels of job satisfaction. 

 There is a great deal we do not yet understand regarding the role of  job satisfac-

tion. It is clear, however, that it can affect a number of important performance vari-

ables. Absenteeism and turnover, for example, have been frequently associated with 

satisfaction, although the relationship is not strong. 33  Increasing job performance and 

employee productivity will continue to be a major management focus in the 21st cen-

tury. As long as this remains the case, it is unlikely that interest in job satisfaction will 

diminish among either organizational researchers or managers.  

ARE U.S. WORKERS SATISFIED WITH ANYTHING 

AT WORK?
A study conducted by The Conference Board of a representative 

sample of 5,000 U.S. households provides interesting results on 

job satisfaction. The study found that more than 50 percent of 

Americans are not happy with their jobs. A decline in job satis-

faction has been occurring over the past 20 years and isn’t show-

ing any signs of reversing itself.

The survey found interesting differences among respon-

dents. Younger workers (some of whom work part-time) and 

middle-aged employees from the Mid-Atlantic states are the 

least satisfied with their jobs. Older workers who make better 

salaries and who live in the Mountain states are more satisfied 

with their jobs.

Worker discontentment did not stop with age, income, or geo-

graphic location. For example, less than 23 percent were satis-

fied with their companies’ bonus plans and promotion policies; 

less than 30 percent were content with their firm’s training pro-

grams, recognition and performance review process; and less 

than 36 percent were happy with their workload, work/life bal-

ance, communication channels and potential for growth.

Were there any aspects of work with which the majority of 

respondents were satisfied? Yes, 56 percent expressed interest 

in their work and said they were satisfied with their commute and 

co-workers.

Source: Adapted from “U.S. Job Satisfaction Declines, The Conference 

Board Reports,” February 23, 2007, www.conference-board.org/utilities/

pressDetail.cfm?press_ID = 3075 (accessed April 6, 2009); and Nancy 

H. Woodward, “Uplifting Employees,” HR Magazine 52, no. 8 (August 

2007), pp. 81–85.

O R G A N I Z A T I O N A L  E N C O U N T E R

Less satisfied with job More satisfied with job

Younger workers less than 25 years old Older workers aged 55 to 64

Workers aged 45 to 55 years old Older workers aged 65 and over

Workers earning $15,000 or less per year Workers earning $50,000 or more

Workers who live in the Mid-Atlantic states Workers in the Mountain states

(New Jersey, Pennsylvania, and New York)  (Montana, Idaho, Wyoming, Nevada, 

Utah, Colorado, Arizona, and New Mexico)
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  The Organizational Encounter on job satisfaction on page 79 provides managers 

with suggestions. The feedback from the employees studied indicates managers should 

examine their promotion policies, training programs, and engagement opportunities.    

 Personality 

 The relationship between behavior and personality is perhaps one of  the most com-

plex matters that managers have to understand. When we speak about an individu-

al’s personality we are referring to  a relatively stable set of feelings and behaviors 

that have been significantly formed by genetic and environmental factors.  Although 

many aspects of  personality formation, development, and expression are not 

 perfectly understood, certain principles are generally accepted as being true. For 

example, personality:  

  1.   Appears to be organized into patterns that are, to some degree, observable and 

measurable.  

  2.   Has superficial aspects, such as attitudes toward being a team leader, and a deeper 

core, such as sentiments about authority or a strong work ethic.  

  3.   Involves both common and unique characteristics. Every person is different from 

every other person in some respects and similar to other persons in other respects.   

   Your own personality did not just suddenly or randomly happen. It is the product 

of a number of forces that together have helped shape the unique individual that you 

are.  Exhibit 3.4  presents some of these major forces. 

   Personality is a product of  both nature and nurture. Nature refers to the heredi-

tary forces in Exhibit 3.4. The genetic makeup you inherited from your mother and 

father has partially determined the personality you have today. While scientists have 

yet to identify specific “personality” genes, it is clear heredity is an important deter-

miner of  personality. Research on identical twins who have been reared apart sug-

gests that  hereditary factors may account for as much as half  of  the variation in 

different personalities. 34  Heredity is not a constant factor in personality, however. 

INDIVIDUAL

PERSONALITY

Social class and
other group
membership forces

Family relationship
forces

Hereditary
forces

Cultural forces
EXHIBIT 3.4
Some Major Forces 

Influencing 

Personality
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The importance of heredity varies from one personality trait to another. For example, 

heredity generally is more important in determining a person’s temperament than 

values and ideals. 

   The remaining forces depicted in Exhibit 3.4 are part of  the nurture side of  the 

personality equation.  Nurture  refers to the pattern of  life experiences you have.  Fam-

ily relationship  forces are an important part of  nurture. This includes the experiences 

you had with parents, siblings, and other family members. How your parents ex-

pressed their feelings, how strict or permissive they were, how many siblings you 

had, where you were in the birth order (whether you were an only child or the first, 

middle, or last child, etc.), the role grandparents played in your upbringing—all are 

examples of  family relationship forces that played a role in shaping what your 

 personality is today. 

   The degree to which every person is molded by  culture  is significant. We frequently 

do not comprehend the impact of  culture in shaping our personalities. It happens 

gradually, and usually there is no alternative but to accept the culture. The stable func-

tioning of a society requires that there be shared patterns of behavior among its mem-

bers and that there be some basis for knowing how to behave in certain situations. To 

ensure this, the society institutionalizes various patterns of behavior. The institution-

alization of  some patterns of  behavior means that most members of  a culture will 

have many common personality characteristics. At the same time, however, there is a 

great deal of  cultural diversity within our society. The effective management of such 

diversity, and the differences that may exist within an organization’s workforce  because 

of it, is a critical and challenging task. 

   Increasingly in today’s world, business operations are global in scope. This means 

they are frequently multicultural as well. Thus, while most members of a culture will 

share similar personality characteristics, there may be significant differences across 

cultures. One of the challenges of doing business in a global economy is understand-

ing and respecting cultural differences, particularly as they may affect personality and 

behavior. 

    Social class  also is important in shaping personality. The various neighborhoods of 

cities and towns tend to be populated by different social classes, each with its own 

mores. The neighborhood or community where a child grows up is the setting in which 

he or she learns about life. Social class influences the person’s self-perception, percep-

tion of others, and perceptions of work, authority, and money. In terms of such press-

ing organizational problems as adjustment, quality of  work life, and dissatisfaction, 

the manager attempting to understand employees must give attention to social class 

factors. 

   A review of each of the major forces that shapes personality indicates that manag-

ers have little control over these determinants. However, no manager should conclude 

that personality is therefore an unimportant factor for them to consider in workplace 

behavior. Employee behavior cannot be understood without considering the concept 

of personality. In fact, personality is so interrelated with perception, attitudes, learn-

ing, and motivation that any analysis of behavior is grossly incomplete unless person-

ality is considered.   

 Personality and Behavior in Organizations 

 In the years following World War II, many researchers and managers believed that 

measures of personality could predict job performance and other behaviors at work. 

It was common for companies to administer psychological inventories to job  applicants 
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to see if  they were well suited to work in certain jobs and the organization’s culture. By 

the 1960s, however, the validity or accuracy of such personality tests was questioned. 35  

One of the main reasons for this concern was the fear that such personality tests would 

lead to the unfair treatment of  minority groups commonly discriminated against in 

the past. 

   Despite the concern over the potential misuse of personality tests, more researchers 

continued to ask the question, “Does an individual’s personality affect his or her be-

havior at work?” To many, the answer was “yes.” In addition, many companies today 

use personality testing to help make selection, career planning, training, and team as-

signment decisions. For example, one popular personality test, the Myers-Briggs In-

ventory (MBTI), is used by many companies to assist in team building, management 

development, decision making, leadership, and career development. For example, 

Southwest Airlines uses the MBTI as a diagnostic tool to help its employees and work 

teams communicate and work together more effectively. 36  It has been reported that 

over 3 million individuals complete the MBTI each year. 37  Although the validity of 

some of the uses of MBTI has been questioned, 38  the large number of companies and 

people using this personality test is indicative of the increasing popularity of person-

ality tests in general. 

   This renewed interest and focus on personality as a key to understanding organiza-

tional behavior led to research in the following areas: the “Big Five” personality dimen-

sions, locus of control, self-efficacy, and creativity. The following sections will discuss 

the research and managerial implications of each of these personality domains.  

 The Big Five Personality Dimensions 

  Personality  is a term used to describe a great many feelings and behaviors. Literally 

hundreds of personality dimensions or traits have been identified by psychologists over 

the last 100 years. However, within the past 25 years or so, a consensus has emerged 

that, for the most part, the human personality can be described by five dimensions or 

factors. 39  The Big Five personality dimensions include: extroversion, emotional stabil-

ity, agreeableness, conscientiousness, and openness to experience. 40  Each of the five 

factors is briefly described below. As you read the descriptions, ask yourself the follow-

ing question, “To what extent does this factor describe my personality?”     

        Extroversion    refers to the tendency to be sociable, gregarious, assertive, talkative, 

and active. People high in extroversion tend to enjoy talking and interaction with co-

workers, and they gravitate toward jobs that have a good deal of  social interaction. 

Research indicates that extroverted people tend to perform well in sales and manage-

rial jobs, tend to do better in training programs, and tend to have higher levels of 

overall job satisfaction. 41  This suggests that organizations such as Avon and The 

Sharper Image, both of which rely heavily on the successful training and performance 

of their salespeople, would benefit from using a valid personality test to measure ex-

troversion as part of an overall selection program. 

    Emotional stability    is the tendency to experience positive emotional states, such as 

feeling psychologically secure, calm, and relaxed. Anxiety, depression, anger, and em-

barrassment are characteristics of low emotional stability. The low-stability individual 

is more likely to experience job-related stress, a topic discussed in detail in Chapter 9. 

Although the link between emotional stability and job performance does not appear 

to be a strong one, some interesting research findings relate to other important work 

behaviors. For example, a meta-analysis (a large research study that analyzes results 

from several previous studies) found that low levels of emotional stability were associ-

ated with low levels of employee motivation. 42      

  extroversion  
 One of the Big 

Five personality 

 dimensions; it is a 

trait that indicates a 

 person’s outgoing, 

 sociable behavior. 

   emotional stability  
 One of the Big 

Five personality 

 dimensions; it is the 

ability to be calm, 

 serene, relaxed, and 

 secure.  



Chapter 3 Individual Differences and Work Behavior 83

     Being courteous, forgiving, tolerant, trusting, and softhearted are traits associated 

with    agreeableness   . The employee described as “someone who gets along with others” 

is high on agreeableness. It is a dimension that can help make someone an effective 

team player and can pay off  in jobs where developing and maintaining good interper-

sonal relationships and helping fellow employees is important. 43  Individuals low on 

agreeableness are often described as rude, cold, uncaring, unsympathetic, and antago-

nistic. Jobs and professions that require individuals high in agreeableness include cus-

tomer service, sales, auditing, nursing, teaching, and social work.     

        Conscientiousness    is exhibited by those who are described as dependable, orga-

nized, thorough, and responsible. Individuals who are conscientious also tend to per-

severe, work hard, and enjoy achieving and accomplishing things. It is not hard to 

understand why this trait is highly valued by all organizations. Employees who are low 

in conscientiousness tend to be sloppy, inefficient, careless, and even lazy. From a re-

search perspective, conscientiousness is the most closely linked dimension to job per-

formance. Put succinctly, conscientious employees perform better across a wide variety 

of occupations. Emerging research also indicates that conscientious individuals tend 

to exhibit higher levels of motivation and job satisfaction, 44  as well as other important 

work behaviors (retention, attendance, and fewer counterproductive behaviors).     

     The final personality dimension is    openness to experience   . This dimension reflects 

the extent to which an individual has broad interests and is willing to take risks. Spe-

cific traits include curiosity, broad-mindedness, creativity, imagination, and intelli-

gence. People high in openness to experience tend to thrive in occupations where 

change is continuous and where innovation is critical. For example, people who create 

spectacular special effects for large-budget action films need to possess high levels of 

this personality dimension. This holds true for employees of  Cyberware, the special 

effects firm that created many of the cutting-edge special effects in the movie  Termina-

tor II . Individuals low in openness to experience (i.e., unimaginative, conventional, 

and habit-bound) would not fit in well at Cyberware, where change and innovation are 

critical for organizational survival. 

 As  Exhibit 3.5  indicates, research on the Big Five personality dimensions is promis-

ing due to the evidence that shows personality does influence important work behav-

iors such as job performance, training proficiency, and job satisfaction. This 

personality model also has implications for global management and organizational 

behavior. The five factors have been obtained in different cultures and using different 

languages. 45  So, it is not surprising that relationships among the Big Five dimensions 

and job performance also apply across country borders. The existence of very similar 

relationships has been demonstrated in Great Britain, Germany, France, the Nether-

lands, Norway, and Spain. 46  

 A review of  the personality research suggests that even with the Big Five, not one 

trait or group of  traits predicts with precision how well someone will perform on a 

particular project or in a specific job. In addition to assessing one’s personality, 

firms should use a variety of  selection tools to try to match a person’s interests and 

skills with a particular job. These can include a structured interview, a cognitive 

ability test, and a work performance test. The individual job candidate or employee 

applying for an internal promotion also should be attempting to find the best fit for 

himself  or herself  in the job and organization. Using only the scores on a personal-

ity test will often lead to misalignment and poor person–job (and person–organization) 

fit. Once into a job, individuals who work hard at the “fit” are likely to experience 

higher levels of  job satisfaction, more positive attitudes, and better relationships 

among peers. 

  agreeableness  
 One of the Big Five 

personality dimen-
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to be courteous, forgiv-
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 Associated with 

Dimension These Work Behaviors Managerial Implications

High extroversion Job performance of managers and  Use personality assessment to identify 

 salespersons; training proficiency extroverted individuals for jobs 

  requiring large amounts of social 

  interaction. 

High emotional stability Overall job satisfaction; motivation Managers can only do so much to 

  increase job satisfaction and to 

  motivate employees; employees low in 

  emotional stability will be more difficult 

  to influence in these areas. 

High agreeableness Peer ratings of team members;  Managers should try to include on 

 interpersonal skills teams individuals who are agreeable 

  because they help the team to function 

  more smoothly by using their good 

  interpersonal skills to keep 

  communication channels open and to 

  work out intragroup problems. 

High conscientiousness Job performance across most  Personality assessments should be 

 occupations; motivation; job  used to select individuals with high 

 satisfaction; retention; attendance; and  levels of conscientiousness.   

 fewer counterproductive behaviors. Selections should include new hires  

  and current employees applying for  

  internal promotions. 

Openness to experience Training proficiency Personality assessment should be 

  used to identify employees for key 

  training opportunities. 

 EXHIBIT 3.5 The Big Five Personality Dimensions: A Summary

 In addition to assessing applicants and employees on certain dimensions of the Big 

Five, organizations often choose a few relevant personality traits that they believe are 

closely linked to performance in certain jobs and in their organization. We now will 

look at three such personality traits of  interest to many organizations: locus of con-

trol, self-efficacy, and creativity.  

    Locus of Control 

 The    locus of control    of individuals determines the degree to which they believe their be-

haviors influence what happens to them. 47  Some people believe they are autonomous—

that they are masters of their own fate and have personal responsibility for what happens 

to them. When they perform well, they believe it is because of their effort or skill. They 

are called  internals . Others view themselves as helpless pawns of fate, controlled by out-

side forces over which they have little, if  any, influence. When they perform well, they 

believe it is due to luck or because it was an easy task. They are  externals . Some research 

suggests that externals score low on the Big Five dimensions of extroversion and emo-

tional stability. 48  If you believe that the grades you typically receive in school are due to 

the particular classes you take, the characteristics of your professors, or the type of tests 

given, you are probably an external. On the other hand, if  you think your grades typi-

cally reflect the amount of time and effort you  devote to a particular class and your 

knowledge of the subject matter, you are most likely an internal. 

locus of control
 Specifies a person’s be-

lief  that he or she does 

or does not master his 

or her fate. 
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             In organizational settings, internals usually do not require as much supervision as 

do externals because they are more likely to believe their own work behavior will influ-

ence outcomes such as performance, promotions, and pay. Some research suggests 

locus of  control is related to moral behavior, with internals doing what they think is 

right and being willing to suffer the consequences for doing so. 49  The Organizational 

Encounter above demonstrates a possible relationship between locus of  control and 

ethical behavior.   

 Self-Efficacy 

    Self-efficacy    relates to personal beliefs regarding competencies and abilities. Specifi-

cally, it refers to one’s belief  in one’s ability to successfully complete a task. Indi-

viduals with a high degree of  self-efficacy firmly believe in their performance 

capabilities. The concept of  self-efficacy includes three dimensions: magnitude, 

strength, and generality. 

          Magnitude  refers to the level of  task difficulty that individuals believe they can 

 attain. For example, Jim may believe he can put an arrow in the archery range tar-

get six times in 10 attempts. Sara may feel she can hit the target eight times; thus 

Sara has a higher magnitude of  self-efficacy regarding this task than Jim.  Strength  

  self-efficacy  
 Designates a person’s 

belief that he or she has 

the competency to com-

plete a job successfully. 

GEN Y EMPLOYEES: HOW ARE THEY DIFFERENT?
Research suggests that Gen Y employees (also known as Millenni-

als) who were born in the 1980s and 1990s are different in many 

substantive ways compared with members of other generations 

(i.e., Gen X, baby boomers, etc.). In general, Gen Y workers are 

thought to be very comfortable with technology, prefer jobs that are 

defined by task, not by time, and are more individualistic and 

 focused on their own interests and lifestyles. However, there may 

be deeper psychological traits that differentiate this segment of the 

workforce from the older generations. Research suggests that the 

following psychological traits are common among Gen Y workers:

Less need for social approval.

• Implications: casual dress and tone with supervisors, cus-

tomers, etc.

• Organizational response: dress codes and mentoring.

Higher self-esteem.

• Implications: high need for praise; less ethical behaviors.

• Organizational response: encourage managers to praise and 

provide ethics training.

External locus of control.

• Implications: not taking responsibility for success or failures.

• Organizational response: more work in teams; add account-

ability for performance.

Higher anxiety and depression.

• Implications: stressed-out and less productive workers; 

 absenteeism and turnover.

• Organizational response: stress management training and 

mental health services.

Women more assertive.

• Implications: more women in powerful positions.

• Organizational response: provide flextime, child care; gender 

equality.

How can Gen Y workers use the above information about the 

shared personality traits of their generation? They can look for 

jobs and careers that fit well with these and their individual per-

sonality traits. For example, Gen Y workers may want to work 

for organizations that value work–life balance and a casual 

work environment, offer meaningful work assignments, have 

supportive managers who give a lot of feedback, and offer on-

going training and career enhancement opportunities. There 

are many jobs and careers from which Gen Y workers can 

choose; a better fit will generally lead to high job and life satis-

faction in the long run.

Sources: Adapted from Jean M. Twenge and Stacy M. Campbell, 

“Generational Differences in Psychological Traits and Their Impact on 

the Workplace,” Journal of Managerial Psychology 23, no. 8 (2008), 

pp. 862–77; Tamara J. Erickson, “Task, Not Time: Profile of Gen Y Job,” 

Harvard Business Review 86, no. 2 (2008), p. 19; Karen Auby, “A 

Boomer’s Guide to Communicating with Gen X and Gen Y,” Business-

Week, August 25, 2008, pp. 63–64; and Elisabeth Kelan, “Generational 

and Gender Transformations,” Personnel Today, September 16, 2008, 

pp. 38–40.

O R G A N I Z A T I O N A L  E N C O U N T E R
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refers to whether the belief  regarding magnitude is strong or weak. If  in the previ-

ous example Jim is moderately certain he can hit the target six times, while Sara is 

positive she can achieve eight hits, Sara is displaying greater strength of  belief  in 

her ability than is Jim. Finally,  generality  indicates how generalized across different 

situations the belief  in capability is. If  Jim thinks he can hit the target equally well 

with a pistol and rifle and Sara does not think she can, Jim is displaying greater 

generality than is Sara. 

 Beliefs regarding self-efficacy are learned. The most important factor in the devel-

opment of positive self-efficacy appears to be past experience. If  over a period of time 

we attempt a task and are increasingly successful in our performance, we are likely to 

develop self-confidence and an increasing belief  in our ability to perform the task suc-

cessfully; conversely, if  we repeatedly fail in our attempts to perform a task well, we 

are not as likely to develop strong feelings of  self-efficacy. Self-efficacy tends to be 

task specific; that is, a belief  that we can perform very well in one job does not neces-

sarily suggest a corresponding belief  in our ability to excel in other jobs. 

 According to an analysis of  self-efficacy by Gist and Mitchell, 50  research on self-

efficacy has led to several consistent findings. They indicated that self-efficacy is as-

sociated with work-related performance, career choice, learning and achievement, and 

adaptability to new technology, and they noted that certain training methods could 

enhance self-efficacy in individual trainees. A related large-scale research study found 

that individuals high in self-efficacy tended to perform at a higher level. 51  Also sup-

porting these conclusions is the research by Bandura and Locke, who found that, when 

combined with goal setting, individuals with high levels of self-efficacy tend to display 

higher levels of motivation and performance. 52   

CAN LOCUS OF CONTROL PREDICT 

UNETHICAL BEHAVIOR?

Throughout history, the media have reported wrongdoing and un-

ethical behavior in business, government, and education. Lead-

ers and managers at Enron, Arthur Andersen, WorldCom, 

Parmalat, and Tyco are but a few of the individuals who have 

made headlines. Are personality factors related to choices indi-

viduals make to behave ethically or unethically? Recent research 

on ethical decision making sheds some light on this question. 

A partial description of a portion of this research follows.

In this study individuals with an average of five years’ work ex-

perience participated in an in-basket exercise in which they played 

the role of Pat Sneed, a national sales manager for an electronics 

firm. Among the dozen or so items in the in-basket were two that 

required decisions involving ethical concerns. In one, a regional 

sales director informs Sneed that one of his sales representatives 

is paying kickbacks. Sneed must decide whether to put an end to 

the kickbacks. In the second situation, Sneed receives a memo 

from the vice president of production that indicates the vice presi-

dent has decided to change the material used in a product to save 

production costs. The memo advises that customers should not be 

informed of this change despite problems it might create. Sneed 

must decide what, if anything, to do. Responses by study partici-

pants to these two situations were judged on the basis of prees-

tablished criteria to be either ethical or unethical.

Internal locus of control participants demonstrated more ethi-

cal behavior than their external counterparts. In fact, locus of 

control showed nearly twice as much effect on ethical decision 

making as did the combination of all other variables that were in-

cluded. The researchers suggest organizations may wish to as-

sess locus of control when selecting managers for positions 

involving ethical decision making. Other research studies support 

this conclusion.

Sources: Gregory G. Manley, Juan Benavidez, and Kristen Dunn, “Devel-

opment of a Personality Biodata Measure to Predict Ethical Decision 

Making,” Journal of Managerial Psychology 22, no. 7 (2007), pp. 664–82; 

Marc Street and Vera L. Street, “The Effects of Escalating Commitment 

on Ethical Decision-Making,” Journal of Business Ethics 64 (2006), 

pp. 343–56; Susan Key, “Perceived Managerial Discretion: An Analysis 

of Individual Ethical Intentions,” Journal of Managerial Issues 14, no. 2 

(Summer 2002), pp. 218–34; and L.K. Trevino and S.A. Youngblood, “Bad 

Apples in Bad Barrels: A Causal Analysis of Ethical Decision-Making 

Behavior,”Journal of Applied Psychology, August 1990, pp. 378–86.

O R G A N I Z A T I O N A L  E N C O U N T E R
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  Thus, feelings of  self-efficacy have a number of  managerial and organizational 

 implications:

•        Selection decisions —Organizations should select individuals who have a strong 

sense of self-efficacy. These individuals will be motivated to engage in the behaviors 

that will help them perform well. A measure of  self-efficacy can be administered 

during the hiring/promotion process.  

•       Training programs —Organizations should consider  employee levels of self-efficacy 

when choosing among candidates for training programs. If  the training budget is 

limited, then more return (i.e., performance) on training investment can be realized 

by sending only those   employees high in self-efficacy. These individuals will tend to 

learn more from the training and, ultimately, will be more likely to use that learning 

to enhance their job performance.  

•      Goal setting and performance —Organizations can encourage higher performance 

goals from employees who have high levels of self-efficacy. This will lead to higher 

levels of  performance from employees, which is critical for many organizations in 

this era of hypercompetition.      

 Creativity 

 Creativity is a personality trait that involves the ability to break away from habit-

bound thinking and produce novel and useful ideas. Creativity produces innova-

tion, and innovation is the lifeblood of  a growing number 

of  corporations. The 3M Company is famous for its cre-

ativity and product innovations. Rubbermaid introduces 

one new product a day. These companies and others, such 

as Hewlett-Packard, Walt  Disney Company, Home Depot, 

and Apple Computer, are well known for their efforts to 

stimulate creativity.  

  Creativity is a personality trait that can be encouraged 

and developed within organizations by giving people oppor-

tunity and freedom to think in unconventional ways. 53  For 

example, one major impediment to increasing creativity in 

work settings is the fear of  failure. If  an organization is in-

tolerant of  mistakes and failure, it should not expect em-

ployees to take the risks often inherent in creative approaches 

to problems. At Heinz’s highly successful frozen foods sub-

sidiary, Ore-Ida, management is aware that creative behavior will sometimes result in 

mistakes. They have defined what they call the “perfect failure” and have arranged 

for a cannon to be shot off  in celebration every time one occurs. The cannon symbol-

izes that a failure has occurred, been learned from, and been forgotten. Because fail-

ures are openly discussed and treated positively, the creative risk-taking behavior that 

management attempts to nourish is continued. 54  

 Each of the individual difference variables discussed here—heredity and diversity 

factors, abilities and skills, perception, attitudes, and personality—impact organiza-

tional effectiveness and efficiency. Managers who ignore the importance of these vari-

ables do themselves, their employees, and their organizations a disservice. As we 

proceed through the next six chapters focusing on individual-level behavior, keep in 

mind how these individual differences help shape the behavior and performance of 

employees.        

HOW TO DEVELOP EMPLOYEE CREATIVITY

1. Encourage everyone to view old problems 

from new perspectives.

2. Make certain people know that it is OK to 

make mistakes.

3. Provide as many people with as many new 

work experiences as you can.

4. Set an example in your own approach to 

dealing with problems and opportunities.

Management Pointer
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Summary of 
Key Points  

•     Major individual variables that influence work behavior include demographic fac-

tors (e.g., age, sex, race), abilities and skills, perception, attitudes, and personality. 

These combine with various organizational variables (resources, leadership, re-

wards, job design, structure) to shape productive, nonproductive, and counterpro-

ductive work behaviors.  

•     Attributions we make about why an event occurs influence our behavior. The pro-

cess involves analyzing why something has happened (attributing a cause to the 

event) and fitting that explanation into a general framework that provides a basis 

for subsequent behavior. Thus, our behavior is shaped by our perception of   why  

certain things happen.  

•     Stereotyping is a process employed to assist us in dealing more efficiently with mas-

sive information demands. It can be a useful, even necessary, perceptual process. A 

prejudice is a particular form of stereotyping that resists change even in the face of 

contrary information.  

•     An attitude is a learned predisposition to respond favorably or unfavorably to peo-

ple, objects, and situations with which it is related. An attitude consists of a cogni-

tive component (beliefs), an affect component (feelings), and a behavioral 

component, which consists of the individual’s behavioral intentions.  

•     Although the job satisfaction–job performance relationship is a complex one that is 

not fully understood, it seems clear that these two variables are related under cer-

tain conditions. One current view is that the rewards one receives as a consequence 

of good performance, and the degree to which these rewards are perceived as rea-

sonable, affect both the extent to which satisfaction results from performance and 

the extent to which performance is affected by satisfaction.  

•   Major forces influencing the nature of an individual’s personality include (1) hered-

ity factors, (2) parent–child and family relationships, (3) social class and other 

group membership forces, and (4) cultural factors. The latter is particularly critical 

as cross-cultural interactions increase in today’s global business environment.     

CAN JOBS BE GENDER STEREOTYPED?

Unless the male manager can show empirical evidence that 

a man couldn’t perform the job, the woman who sued would 

win the case. Yes, it is sex discrimination unless empirical 

evidence shows otherwise. The male manager has applied a 

stereotype to the position. Can he support his thinking? Prob-

ably not for this type of job.

• The Big Five personality model suggests that five dimen-

sions are central to describing personality. These five 

 dimensions are extroversion, emotional stability, agree-

ableness, conscientiousness, and openness to experi-

ence. Every individual’s personality reflects differing 

degrees of these five factors.

• Numerous personality factors operate to influence behavior. 

Three that are frequently identified as important in ex-

plaining behavior and performance are locus of control, 

self-efficacy, and creativity.

Y O U  B E  T H E  J U D G E  C O M M E N T



      1.   So many factors influence an individual’s behavior that it is impossible to accu-

rately predict what that behavior will be in all situations. Why then should manag-

ers take time to understand individual differences?  

   2.   In what ways can stereotyping be a helpful process? Can a stereotype be useful 

even if  it is not entirely accurate? Are we better off  by getting rid of  our stereo-

types or by making them more accurate?  

   3.   Have you ever had a “bad attitude” toward a situation, a certain course that you 

didn’t like, or an unattractive job assignment? How did that attitude affect your 

behavior (i.e., performance, attendance, and so on)? How did you attempt to 

improve your attitude?  

   4.   Think of  an important attitude you have regarding a career. Identify the three 

components of that attitude and indicate what each outcome response would be.  

   5.   As the U.S. workforce becomes much more diverse over the next 10 years, what 

implications will that have for managers as they attempt to create and maintain a 

work environment that allows all types of employees to contribute to the organi-

zation? How should employees’ individual differences be treated: accepted/valued 

or assimilated into the organization culture?  

   6.   The text identified job satisfaction as an important attitude. What other attitudes 

might be important in work settings?  

   7.   Are you an internal or an external? Would you rather have a boss who is an inter-

nal or an external? Why?  

   8.   Of the Big Five personality dimensions, conscientiousness is the most important 

factor in predicting job performance across most occupations. How can a person 

develop a greater amount of conscientiousness in his or her work? What steps can 

you as a manager take to encourage employees to be more conscientious?  

   9.   As a manager, how might you increase a subordinate’s feelings of self-efficacy re-

garding a job assignment? How might you attempt to increase the creativity of 

your subordinate?  

  10.   “If  everyone were alike, the task of managing organizations would be much eas-

ier.” Do you agree or disagree with this statement? Explain.    
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     The following 27 statements are designed to provide 

some insights regarding how you see yourself. In the 

blank space next to each of  these statements, write 

the number that best describes how strongly you 

agree or disagree with the statement, or how true or 

false the statement is as it applies to you. The num-

bers represent the following:

     5 5 Strongly Agree, or Definitely True  

    4 5 Generally Agree, or Mostly True  

    3 5  Neither Agree nor Disagree, Neither True 

     nor False  

    2 5 Generally Disagree, or Mostly False  

    1 5 Strongly Disagree, or Definitely False    

Exercise

Exercise 3.1: Personality Insights

Review and 

Discussion 

Questions
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Reality Check

Now how much do you know about individual differences?

 6. ______________ is a personality trait displayed by an employee who is dependable, organized, 

responsible, and thorough.

a. Conscientiousness

b. Agreeableness

c. Open

d. Extroverted

 7. The most important factor in developing positive self-efficacy is ______________.

a. intelligence

b. past experience

c. attitude

d. self-concept

 8. True or false: The SAS Institute offers a generous family-friendly package of benefits aimed to 

boost employee morale on the job. ______________

a. True

b. False

 9. Attitudes consist of three components. Two of these are behavior and affect. What is the third 

component?

a. Style

b. Response

c. Cognition

d. Impression

10. ______________ is a learned talent that an employee has acquired to complete and perform a 

task as expected.

a. Ability

b. Personality

c. Mental trait

d. Skill

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. c  3. d  4. a  5. b     6. a  7. b  8. a  9. c  10. d   

   Number Correct     Number Correct   

       _________       _________       

    Example:  

        _____ You enjoy playing “bridge.”    

   (The “2” in the space next to the statement indicates 

that you generally disagree: you are more negative 

than neutral about enjoying “bridge.”)

      _____    1.  In some circumstance in the past you have 

taken the lead.  

      _____   2.  Everyone should place trust in a super-

natural force whose decisions he or she 

always obeys.  

      _____   3.  You like to perform activities involving 

selling or salesmanship.  

      _____   4.  As a rule you assess your previous actions 

closely.  

      _____   5.  You often observe those around you to see 

how your words and actions affect them.  

      _____   6.  What you earn depends on what you know 

and how hard you work.  

      _____   7.  Generally, those in authority do their 

share of the unpleasant jobs without pass-

ing them on to others.  

2
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      _____   8.  The remedy for social problems depends 

on eliminating dishonest, immoral, and 

mentally inferior people.  

      _____   9.  Most people today earn their pay by their 

own work.  

      _____   10.  The lowest type of  person is the one who 

does not love and respect his parents.  

      _____ 11.    There are two kinds of  people: the weak 

and the strong.  

      _____        12. You are the kind of person who tends

            to look into and analyze himself or herself.  

_____  13. Your promotions depend more on whom 

          you know than on how well you do your

            work.

_____ 14. All children should be taught obedi-

            ence and respect for authority.

      _____        15. Those who are in public offices usually

            put their own interest ahead of the public

            interest.  

      _____        16. Many bosses actually deserve lower pay 

            than their employees.  

      _____        17. Taking on important responsibilities 

          like starting your own company is some-

            thing you would like to do.  

      _____        18. An insult to your good name should

            never go unpunished.  

      _____        19. In a meeting you will speak up when 

     you disagree with someone you are

            convinced is wrong.  

      _____        20. Thinking about complex problems is 

             enjoyable to you.  

      _____        21. Generally, people are well paid for 

            their contributions to society.  

      _____        22. It is better to work for a good boss 

            than for yourself.  

      _____        23. Many times you would like to know 

       the real reasons some people behave as 

            they do.  

      _____        24. In the long run, we each get what we 

            deserve.  

      _____        25. Most organizations believe in paying 

             a fair day’s wages for a fair day’s work.  

      _____        26. Getting ahead is based more on your

             performance than your politics.  

      _____        27. You can’t expect to be treated fairly by 

              those above you unless you insist on it.    

   Enter your answers to the questions above in the ap-

propriate spaces below. In those cases where there is 

an asterisk before the number, use  reverse scoring  by 

subtracting your score from six, that is, a 1 becomes 

a 5, a 4 becomes a 2, and so forth.

                Group 1     Group 2     Group 3     Group 4     

    6. _____       1. _____     * 2. _____       4.     _____ 

    7. _____       3.     _____    * 8.     _____   5.     _____ 

    9. _____       17. _____        * 10. _____       12. _____     

     * 13. _____       19.     _____    *11. _____       20. _____
     * 15. _____        *22. _____        * 14. _____       23.     _____ 

     * 16. _____       Total _____        * 18. _____       Total     _____ 

      21. _____            Total     _____  

     24. _____               

    25. _____               

    26. _____                  

     * 27. _____                  

    Total     _____               

    Now take each of  your totals and divide by the 

number of answers to obtain your average responses, 

that is, 2.3, 3.2, 4.1, and so forth. On a scale of 1–5, 

this measures how you see yourself  in each of these 

four areas.  

     Average Score 

 The four areas, represented by Groups 1–4, respec-

tively, are:

           _____     1.  Fair—this score measures the extent to 

which you see the world as treating you 

fairly.  

      _____         2.  Assertive—this score measures the extent 

to which you see yourself  as aggressive.  

          _____     3.  Equalitarian—this score measures the 

 extent to which you see yourself  as nonau-

thoritarian.  

      _____         4.  Introspective—this score measures the 

 extent to which you see yourself  as think-

ing about things that go on around you 

and trying to determine why they occur.           

Source:  This self-feedback experiential exercise is reprinted with 

permission from the  Subordinates’ Management Style Survey  by 

Bernard M. Bass, Enzo R. Valenzi, and Larry D. Eldridge.     
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 Mark, a project leader in Austin, Texas, needed a 

new software engineer for his eight-person team. He 

used his network, reviewed résumés, and invited 

15 candidates for interviews. In addition he had the 

top three candidates complete the 16-Personality 

Factors Test. This was a general test that he believed 

would reveal personality characteristics that were 

important to know before making a job offer. 

   Personality testing is a relatively inexpensive 

method that helps managers make important hiring 

decisions. Tom, a member of Mark’s team, warned 

 everyone about putting too much confidence into 

 personality test results, however. Tom had read that 

personality tests were not reliable and could be faked. 

   Another team member, Mary, believed Tom to be 

correct and incorrect at the same time. Some tests 

are poor, while others have helped employers make 

good selection decisions, she said. She emphasized 

“helped.” Tests by themselves shouldn’t be the sole 

factor in hiring top performers. They are just one 

tool, she said. She had heard about other firms us-

ing different kinds of tests to assess emotions, intel-

ligence, and interpersonal style. 

   In fact, studies do indicate that good personality 

tests are more reliable predictions of  performance 

than interviews and résumés. However, they are still 

controversial. Some employers have had to face law-

suits because personality tests were used inappropri-

ately. For example, Rent-A-Center, Inc., used a 

personality test to fill management positions. The 

U.S. Court of  Appeals for the Seventh Circuit in 

 Chicago ruled that the test qualified as a medical 

exam. The Americans with Disabilities Act prohib-

its requiring medical examinations before making a 

job offer. 

   Court rulings on and controversy about person-

ality testing has not stopped employers from using 

such tests. In an effort to match the best-qualified 

person with the position, personality testing, al-

though controversial, can be beneficial. 

   Employers are very interested in what differenti-

ates one person from another in terms of  behavior 

and performance. Personality testing attempts to 

provide quantifiable data that can make the differ-

entiation easier. Such differentiation is still difficult. 

Some personality researchers suggest there are re-

gional differences in personality. That is, a New 

York candidate for Mark’s position would be differ-

ent from an Oregon candidate. 

   Mark, after considering all the issues surround-

ing personality testing, decided he would not con-

duct or use such tests in the future.  

     Questions  

  1.   Is Mark making a good decision to drop the use 

of personality testing? Why?  

  2.   The better-quality personality tests are difficult to 

fake. Other than attempting to land the job, why 

would a job candidate fake a personality test?  

  3.   Could personality testing be used for manage-

ment decisions other than hiring? Explain.        

Source:  Adapted from Patrick D. Converse, Frederick L. Oswald, 

Anna Imus, Cynthia Hedricks, and Radha Roy, “Comparing Personal-

ity Test Formats and Warnings: Effects on Criterion-Related Validity 

and Test-Taker Reactions,”  International Journal of Selection and 

Assessment  16, no. 2 (June 2008), pp. 155–69; Victoria Knight, “Per-

sonality Tests as Hiring Tools,”  The Wall Street Journal,  March 15, 

2006, p. B3A; and “The Big Five Personality Test,”  www.outofservice.

com/bigfive/info  (accessed April 6, 2009).            

 Case 

 Case 3.1:  Personality Testing: Yes or No?  



93

 Perceptions, 
Attributions, and 
Emotions   
 Learning Objectives 

 After completing Chapter 4, you should be 

able to: 

  •   Explain  how primary emotions can be 

 observed or determined. 

  •   Discuss  the potential problems one faces 

when using stereotypes to make judgments. 

  •   Describe  the role that perception plays in 

organizing stimuli. 

  •   Explain  why and where impression 

 management tactics are used. 

  •   Discuss  why emotional intelligence has 

 potential for managerial use, but should 

be treated cautiously. 

  •   Describe  how attribution can be used 

in evaluating individual and group 

 performance.    

   C H A P T E R  F O U R 

 Perceptions, attributions, and emotions play a role in workplace settings and situa-

tions. Managers must cope with their own and their employees’ perceptions, attribu-

tions, and emotions. Understanding these individual characteristics helps managers 

and nonmanagers perform their roles and jobs more efficiently and more effectively.  

 The Perceptual Process  

 Perception, attribution, and emotion are not concepts a manager can directly  access 

or fix in others, but a manager needs to understand how these factors impact a per-

son’s view of the work environment. The “view” is the difficult part to pin down or to 

be confident about. In attempting to learn about employees, managers are in a con-

tinual battle to consider the views of others. What would it be like to have your vision 

restored after a lifetime of blindness? In reality, a first look at the world would likely 

be confusing, disappointing, and not impressive. A newly sighted person would have 

to learn to identify shapes, read clocks, recognize danger, judge distances, and find a 

way to navigate across busy intersections. 

   One researcher describes a cataract patient as Mr. B, a 52-year-old, who had been 

blind since birth. 1  After a delicate operation his sight was restored, but Mr. B struggled 

to use his new vision. One day Mr. B was found crawling out of a hospital window to 

get a closer look at the traffic on the street. His curiosity and unfamiliarity with judg-

ing distance created a dangerous problem. He left his fourth-floor room to get a closer 

look. Mr. B wasn’t familiar with judging distance. He had a size constancy perception 
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problem. The perceived size of  the cars remained the same, despite changes in their 

image as it was processed through the retina.  

    Perception is empirical in that it is based on prior experience. Mr. B had never before 

experienced seeing cars at a distance of four floors.    Perception    is defined as the cogni-

tive process by which an individual selects, organizes, and gives meaning to environ-

mental stimuli. 2  Through perception, individuals (e.g., Mr. B) attempt to make sense of 

their environment and the objects, people, and events in it. Because each person gives 

his or her own meaning to stimuli, different individuals will “perceive” the same thing 

in different ways. When we comment to a classmate, “This course is exciting,” what we 

really mean is, “This class excites me.” While we think we are describing some objective 

reality, we are in fact describing our subjective reactions to that reality. 3  

   Peter Drucker, who has been referred to as the father of modern management, re-

mains prominent in the business literature even after his death. 4  Through his many 

writings, he offered his subjective perceptions about a number of  economic issues; 

some of which are presented in the Global OB on page 95. An interesting cautionary 

perception of  Drucker’s is that China has a small proportion of  educated people, 

which could limit the country’s long-term economic future. 

      perception  
 The process by which 

an individual gives 

meaning to the envi-

ronment. It involves 

organizing and inter-

preting various stimuli 

into a psychological 

experience.     

Reality Check

  How much do you know about perceptions, attributions, and emotions?   

  1.   Perception is based on   .  

  a.   current events  

  b.   attitudes  

  c.   prior experience  

  d.   archival data    

  2.   The mildest form of emotions is called   .  

  a.   fear  

  b.   surprise  

  c.   moods  

  d.   preferences    

  3.      has proposed a view that considers intelligence to include multiple branches—

verbal, mathematical, spatial, musical, interpersonal, and intrapersonal.  

  a.   Grayson  

  b.   Gardner  

  c.   Heider  

  d.   Pygmalion    

  4.      is concerned with the process by which individuals interpret events around them 

as being caused by a relatively stable portion of their environment.  

  a.   Perception theory  

  b.   Stereotyping  

  c.   Consistency  

  d.   Attribution theory    

  5.   When a person (e.g., manager) allows one important or noticeable characteristic of another 

 person to bias the evaluation, perception, or impression of that person, it is called the 

   effect.  

  a.   angel  

  b.       halo

  c.       error

  d.      evaluative
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   Individuals are constantly bombarded by environmental stimuli that impact their 

senses of sight, hearing, smell, taste, and touch. Exactly which stimuli a person  focuses 

on is determined by what he or she chooses to pay attention to at a particular  moment. 

For example, an irate manager screaming out a directive may cause a subordinate to 

ignore an alarm bell signaling the identification of a defective part. The subordinate is 

shutting out the noisy alarm to focus on the words, body language, and overall behav-

ior of the manager.  

     Exhibit 4.1  illustrates the basic framework and elements of perception operating as 

a cognitive process. Each person makes personal/individual choices and responds 

 differently. Learning about perceptual interpretation helps managers understand why 

individual differences must be considered at work. People see the world around them 

in their own unique way and behave and respond according to their interpretation. 

 DRUCKER’S VIEWPOINT ON SOME 

SIGNIFICANT ISSUES 
 Peter F. Drucker is considered one of the most influential forces 

that shaped current thought on management, work, and global-

ization. Practicing into his 90s, he was considered a management 

“guru” who viewed the world in unique and interesting ways. As 

stated in this chapter, perception is an individual phenomenon. 

How one person views the environment, people, trends, or 

 objects is often quite different than someone else’s perceptions. 

 A few of Drucker’s perceptions differed from other experts in 

a number of ways.  

 Drucker on the U.S. Economy 

 The United States imports twice or three times as many jobs as are 

exported. He is referring to the jobs created by foreign companies 

coming into the United States. For example, the German company 

Siemens has 69,000 U.S. employees. The United States is exporting 

low-skill, low-paying jobs and importing high-skill, high-paying jobs.   

 Drucker on U.S. Unemployment Problems 

 The United States has the lowest long-term unemployment rate 

among industrialized nations (e.g., Germany, Japan, Italy). Most 

of the nation’s unemployment is short term.   

 Drucker on the United States Setting the Tone for the

World Economy 

 The dominance of the United States is over. What has emerged is 

a world economy of blocks—the North American Free Trade 

Agreement, the European Union, the Association of Southeast 

Asian Nations. India is becoming a world powerhouse fast. The 

greatest weakness of China is its incredibly small proportion of 

educated people. China has only 20 million college students out 

of a total population of over 1.3 billion. 

 These examples recount a few of Drucker’s perceptions and 

opinions. They differ widely from those of a number of other 

 experts. Each person’s perception is subjective, offering a 

view of reality as seen through his or her own cognitive filtering 

process.   

  Sources:  Adapted from B. Schlender, “Peter Drucker Sets Us Straight,” 

 Fortune , January 12, 2004, pp. 114–18; “Welcome to the Siemens

USA Corporate Web Site,”  Siemens USA-Corporate Home , 2008,  

http://www.usa.siemens.com/en/ ; and Amelia Newcomb, “China Goes

to College—in a Big Way,”  Christian Science Monitor , July 25, 2005, 

 www.csmonitor.com/2005/0729/p01s01-woap.html . 

 G L O B A L  O B  

  EXHIBIT 4.1   The Perceptual Process: An Individual Interpretation    

Response

• Attitudes
• Feelings
• Motivation

Person’s Perceptual Process
Work Environment

Stimuli

• Manager style
• Technology
• Noise
• Peers
• Reward system
• Compensation
 plan
• Career
 opportunities

Observation

• Sight
• Learning
• Taste
• Smell

Selection

• Intensity
• Size
• Impatience

Translation

• Stereotyping
• Self-concept
• Emotions
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   Individuals try to make sense of  environmental stimuli by observation, selection, 

and translation. Each of these three activities is influenced by the factors displayed in 

Exhibit 4.1. Perceptual  selection  is the process of  focusing on the stimuli that are 

 important, large, or intense. 

   In general, people perceive stimuli that satisfy needs, emotions, attitudes, or their 

self-concept. This is the  translation  portion of Exhibit 4.1. If  a person has a need to 

receive positive feedback on performance, then the positive statements made by her 

boss will be remembered more clearly and accurately than the negative statements she 

received. Again, the notions of observing, selecting, and translating are linked to form 

the perceptual process, which precedes any response. Exhibit 4.1 shows three internal 

responses—attitudes, feelings, and motivation. 

   There is always the possibility that a person’s perception is inaccurate. Misinterpreting 

stimuli can and often does result in perceptual errors. The research literature on inter-

viewing suggests that interviewers rate candidates who are similar to themselves in ap-

pearance, background, and interests higher than candidates who are  dissimilar. 5  This is 

referred to as the “similar-to-me perception error.” Interviewers also tend to make quick 

first impression errors based on the first few minutes of an interview. Unfortunately, mak-

ing first impression errors can eliminate many good job candidates, which is detrimental 

to a firm. 6  Pause for a moment and think about the last time someone was introduced to 

you. Did you shake the person’s hand? Did the firmness of the handshake suggest some-

thing about the person’s personality? While a firm handshake has been associated with 

an outgoing personality, 7  could it have been due to other causes, and is such an instant 

assessment valid? Once formed, how long did you maintain this initial impression of this 

person, and after getting to know the person better was the initial impression accurate? 

   Each person selects various cues that influence his or her perception of people, ob-

jects, and symbols. Because of these factors and their potential for imbalance,  people 

often misperceive another person, group, or object. To a considerable extent, people in-

terpret the behavior of others in the context in which they find themselves. A classic 

study reported by Rensis Likert clearly illustrates this. He examined the perceptions of 

superiors and subordinates to determine the amounts and types of recognition that sub-

ordinates received for good performance. Both supervisors and subordinates were asked 

how often superiors provided rewards for good work.   Exhibit 4.2  presents the results. 

           The two groups perceived significant differences. Each group viewed the type of 

recognition being given at a different level. The subordinates in most cases reported 

that very little recognition was provided by their supervisors and that rewards were 

provided infrequently. The superiors, on the other hand, saw themselves as giving a 

wide variety of  rewards for good performance. The two groups were looking at the 

 EXHIBIT 4.2
 The Perceptual Gap 

between Supervisor 

and Subordinates 

 Source: Adapted from Rensis 

Likert,  New Patterns in Man-

agement  (New York: 

McGraw-Hill, 1961), p. 91. 

                   Frequency with Which  Frequency with Which 

 Supervisors Say They Give  Subordinates Say

 Various Types of  Supervisors Give Various 

 Recognition for Good  Types of Recognition for 

Types of Recognition Performance     Good Performance   

   Gives privileges     52%     14%    

   Gives more responsibility     48     10    

   Gives a pat on the back     82     13    

   Gives sincere and thorough praise     80     14    

   Trains for better jobs     64     9    

   Gives more interesting work     51     3        
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same objective reality and very honestly reaching quite different conclusions. The situ-

ation was the same, but their interpretations of the situation were markedly different. 

   Managers and their employees “view” the world, stimuli, and organizational pro-

grams differently and from various perspectives. Understanding that subjective per-

ceptions are going to differ must be tolerated and coped with in work environments. The 

manager has a responsibility to manage within a framework that permits and respects 

perceptual differences to be voiced without fear or impatience. The above Organiza-

tional Encounter illustrates how a manager’s expectations can impact the behaviors 

and performance of employees.  

     Perceptual Grouping  

 Once relevant stimuli are selected, individuals categorize and group them so that they 

will make sense. The brain receives stimuli and seeks to recognize common patterns. 8  

This is a way of organizing sensations and applies to perceptions of people, objects, or 

events.  Exhibit 4.3  presents the laws of perceptual grouping.

•      The law of  nearness —all other things being equal, stimuli that are near each other 

tend to be grouped together.  

•     The law of  similarity —stimuli that are similar in size, color, shape, or form tend to 

be grouped together.  

•     The law of  closure —the tendency to complete a figure, so that it has a consistent 

overall form.  

•     The law of  figure and ground —the tendency to group sensations into figures and 

backgrounds.    

THE PYGMALION AND GOLEM EFFECTS
Perceptions do influence reality. This is the notion behind what is 

called the self-fulfilling prophecy or the tendency for someone’s 

expectations about another to cause the individual to behave in a 

manner consistent with those expectations. These expectations 

can be positive or negative. The positive case is called the 

 Pygmalion effect. A parent who expects her child to behave 

properly can subtly influence the child’s behavior so that the 

mother’s expectations are met.

Researchers have also found that the self-fulfilling prophecy 

can be negative—low expectations of success lead to poor per-

formance. This is known as the Golem effect.

Both of these effects seem to follow a four-stage sequence:

The positive result of the four-stage process is the Pygmalion out-

come, while the negative result is the Golem outcome. The lesson for 

managers is that the Pygmalion path is the one to take, practice, and 

refine. The excitement expressed by managers who expect good re-

sults is picked up by employees. Because of their pride, they strive to 

meet those expectations and they hope for good results as well.

Sources: For more in-depth discussion, see D. Eden, “Self-Fulfilling Prophe-

cies in Organizations,” in Organizational Behavior: The State of the Science, 

ed. J. Greenberg (Mahwah, NJ: Lawrence Erlbaum, 2003); O.B. Davidson and 

D. Eden, “Remedial Self-Fulfilling Prophecy: Two Field Experiments to Prevent 

Golem Effects among Disadvantaged Women,” Journal of Applied Psychol-

ogy 79 (2000), pp. 744–54; and G. Natanovich and D. Eden, “Pygmalion Effects 

among Outreach Supervisors and Tutors: Extending Sex Generalizability,” 

Journal of Applied Psychology 96, no. 6 (November 2008), pp. 1382–89.

O R G A N I Z A T I O N A L  E N C O U N T E R
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   A person who creates faulty groupings faces a number of different types of percep-

tual inaccuracies or distortions. 

   Individuals engaging in grouping also use what are referred to as schemas. A  schema  

is a framework embodying descriptions of  people, situations, or objects. Like every-

one, managers use schemas to make better sense of information. A number of useful 

schemas for managers are: 9  

     Person-based . Managers employ a profile schema of the characteristics of good, 

poor, and outstanding employees. The schema is used to compare present employ-

ees and job candidates.  

     Role-based . These are judgments about the roles people play or can play. For ex-

ample, some managers may perceive that an older employee doesn’t have enough 

energy to travel around the world overseeing various projects. This perception may 

be erroneous and biased. Certainly not all old people have low energy levels.  

     Self-based . Individuals generalize about their own prowess, competencies, and 

preferences based on a current or previous experience.  

     Events-based . Managers develop a script or story about the events they are facing. 

For example, the creation of a script for conducting a difficult performance feed-

back session would help the manager prepare for the meeting.    

   Managers can use schemas to examine a situation or to prepare for a situation. The 

schema allows a person the chance to think, organize, and compare before acting. Un-

fortunately, the process of perceiving, grouping, and creating schemas is open to the 

 EXHIBIT 4.3 Perceptual Grouping    

Law of Nearness

Groups of six objects can be perceptually 

organized depending on spacing.

Law of Similarity

Group similar items. Do you see alternating rows 

of Os and Xs or columns of alternating Os and Xs?

Law of Closure

Fill in the gaps in incomplete stimuli. Do you see a 

triangle or three lines?

Law of Figure and Ground

Organize sensations into figures and backgrounds.

X X X X X

X X X X X
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potential for inaccuracies and distortions, such as prejudice resulting from inaccurate 

stereotyping; selective attention; the halo effect; similar-to-me errors; and others.  

 Stereotyping 

    Stereotyping    is a translation step in the perceptual process employed to assist individu-

als in dealing with massive information-processing demands. It represents a useful, 

even essential, way of categorizing individuals (or events, organizations, etc.) on the 

basis of limited information or observation. Stereotyping may occur not only as a re-

sult of direct interaction with an individual, but may also be the result of a reaction to 

a label or name. For example, a recent study found that work associated with names 

stereotypically connected with a particular race was evaluated differently from work 

associated with more general names. 10  The process of forming stereotypes and placing 

individuals in certain categories on a shorthand basis of such stereotypes can be pro-

ductive if  we recognize its dangers and limitations. When we speak of the Germans as 

efficient or the French as outstanding cooks, we are engaging in nationality stereotyp-

ing. Since many stereotypes relate to ethnic group membership, it is important to dis-

tinguish between a stereotype and a prejudice. A  prejudice  is a stereotype that refuses 

to change when presented with information indicating the stereotype is inaccurate. 

Stereotypes can be helpful; prejudice is never helpful. 

           An extreme form of prejudice is  scapegoating  (blaming a person or a group for the 

actions of others or for conditions not of their making). Thus, scapegoating is a type 

of  displaced aggression in which hostilities triggered by frustration are redirected at 

safe targets. The 2009 H1N1 flu outbreak provided a modern and vivid example of 

scapegoating. With little information beyond the facts that the initial flu clusters orig-

inated in Mexico and the initial naming of  the flu strain (i.e., swine flu), there were 

calls to ban Mexican pork from the United States and turn Mexican migrant workers 

away from U.S. hospitals. 11  Some elements of the public, frightened and lacking infor-

mation about the flu outbreak, lashed out in a prejudicial manner and used Mexican 

nationals as a scapegoat. 

   At times, the development of  prejudice can be traced to direct experiences with 

members of the rejected group. 12  An employee who is repeatedly belittled and embar-

rassed by members of a particular work unit might develop a dislike for all members 

of the unit. Once the prejudice is formed, positive experiences with the persons, group, 

or unit usually do not reverse the prejudice. Such contrasting information will produce 

what has been termed cognitive dissonance, a topic presented in Chapter 14. 

   Allport concluded that there are two sources of prejudice. 13   Personal  prejudice oc-

curs when members of  another group (e.g., work group, race, age cohort) are per-

ceived as a threat to one’s own interest.  Group  prejudice occurs when a person conforms 

to norms of a group she belongs to. For example, key members of a work unit dislike 

managers. You may have no personal reason for disliking managers; however, your 

group expects you to follow the group’s position and you may go along. 

   Although it is often assumed that stereotyping is inherently bad or wrong, this is 

not always the case. Stereotyping can be a useful process in that it can greatly increase 

our efficiency in making sense out of our environment. Nonetheless, stereotyping can 

and does lead to perceptual inaccuracies and their negative consequences. 14  To the 

extent that stereotypes create social injustice, result in poorer decision making, stifle 

innovation, or cause underutilization of human resources, they contribute to ineffec-

tiveness and inefficiency. For example, employers’ stereotypes regarding disabled 

workers may be an important source of  the employment problems these workers 
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 frequently experience. Inaccurate stereotypes include beliefs 

that disabled workers lack job-related abilities, have lower 

performance levels, and have higher absenteeism and turn-

over rates. Objective data, on the other hand, consistently 

reveal that these stereotypes are false. 15   

      Stereotypes can be problematic when talented, qualified 

people are held back or are unfairly considered unqualified. 

A study of African-American and Caucasian managers indi-

cated that African-Americans were granted less positive sup-

port and slower rates of  promotion. 16  Another study of 

female and male executives found that women reported more 

barriers to overcome for promotion and more assignments 

with limited authority than men. 17    

 Selective and Divided Attention 

  Selective attention  refers to the fact that people give some 

messages priority and put others on hold. Psychologists refer 

to selective attentiveness as a bottleneck or narrowing in the information channel link-

ing the senses to perception. 18  When one message enters the bottleneck zone, it seems 

to prevent others from passing through. This may be why it is difficult to listen to two 

or more colleagues talking at once.  Divided attention  occurs when a person must di-

vide his or her mental efforts among tasks, each of  which requires some amount of 

attention (multitasking). Research suggests that when individuals are distracted by 

multiple demands, they will be more likely to engage in stereotypes. 19  

   Managers learn that some stimuli (e.g., employees) require more attention than 

others. Employees who make forceful requests, are superior performers, or are more 

respected capture the manager’s attention more quickly. An employee who keeps mak-

ing a request for a transfer also receives more attention. This is because of the repeti-

tion of  the request. 20  Obviously the potential for error in selecting which stimuli to 

attend to is always present.   

 Halo Effect 

 The    halo effect    occurs when a person (e.g., manager) allows one important or notice-

able characteristic of another person to bias the evaluation, perception, or impression 

of that person. 21  An employee who is always at work before everyone else arrives or 

after they leave may be assumed to be productive and hard working. On the other 

hand, an employee with multiple body piercings may be considered wild and not reli-

able. Both of these judgments made by a manager utilize the halo effect and may be 

erroneous. 

           Thus, a manager’s judgment of a worker based on a single, obvious characteristic 

has to be cautiously reviewed. One trait or characteristic can’t possibly predict with 

accuracy a person’s performance. To think so should raise an alarm in the mind of a 

manager. Research has found an individual’s attractiveness (e.g., beauty, looks, and 

shape) can significantly influence managerial decisions. Attractiveness increased the 

evaluations, pay raises, and promotion for women in nonmanagerial positions. How-

ever, attractive women in management received lower performance reviews and pay 

raises, as well as a decreased number of promotion opportunities. 22  Both of these out-

comes stem from the halo effect. The halo effect isn’t limited to perceptions of people. 

Think of the last purchase you made; did you evaluate the product favorably because 
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of a single attribute like a low price, attractive color, or established brand name? The 

halo effect can be a powerful force in the marketing of products. 23    

 Similar-to-Me Errors 

 People frequently use themselves as benchmarks in perceiving others. This can give 

rise to    similar-to-me errors.    One’s own characteristics may affect the characteristics 

identified as present or lacking in others. Research suggests that knowing oneself  well 

makes it easier to see others accurately. Also, persons who accept themselves are more 

likely to see the favorable aspects of other people. 24  

           Basically, these conclusions suggest that if  managers understand that their own 

traits and values influence their perception of  others, they probably can perform a 

more accurate evaluation of  their subordinates. A manager who is a perfectionist 

tends to look for perfection in subordinates, while a manager who is quick in respond-

ing to technical requirements looks for this ability in subordinates. This may not be 

appropriate to the situation.   

 Situational Factors 

 The press of  time, the attitudes of  the people a manager is working with, and other 

situational factors all influence perceptual accuracy. If  a manager is pressed for time 

and has to immediately fill an order, then her perceptions will be influenced by these 

time constraints. The press of  time literally will force the manager to overlook some 

details, to rush certain activities, and to ignore certain stimuli such as requests from 

other managers or from superiors.   

 Needs and Desires 

 Perceptions are influenced significantly by needs and desires. In other words, the em-

ployee, the manager, the vice president, and the director see what they want to see. 

Like the mirrors in the fun house at the amusement park, the work can be distorted; 

the distortion is related to needs and desires. 

   The influence of  needs in shaping perceptions has been studied in laboratory set-

tings. For instance, subjects at various stages of hunger were asked to report what they 

saw in ambiguous drawings flashed before them. It was found that as hunger increased 

up to a certain point, the subjects saw more and more of the ambiguous drawings as 

articles of  food. The hungry subjects saw steaks, salads, and sandwiches, while the 

subjects who recently had eaten saw nonfood images in the same drawings. 25    

 Attribution Theory 

 It is often said that perception is reality. That is, what an employee perceives to be real 

is in fact real for that employee. Since behavior is greatly influenced by our personal 

interpretation of reality, it is easy to understand why our perceptual processes are po-

tent determinants of behavior. One approach that provides a basis for understanding 

the relationship between perception and behavior is  attribution theory . Attribution 

theory attempts to explain the  why  of  behavior as based on people’s attributions of 

causes to events that happen to them.    Attribution theory    views the process by which 

individuals interpret events around them as being caused by (attributed to) a relatively 

stable portion of their environment. 26   Exhibit 4.4  displays the attribution process. 

           According to attribution theory, it is the perceived causes of events, not the actual 

events themselves, that influence people’s behavior. 27  More specifically, individuals at-

tempt to analyze why certain events have occurred, and the results of that analysis influ-

ence their behavior in the future. As the example in Exhibit 4.4 indicates, an employee 
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who receives a raise will attempt to attribute the raise to some underlying cause. If the 

employee perceives the explanation for the raise to be the fact that she is a hard worker 

and consequently concludes that working hard leads to rewards in her organization, she 

will decide to continue working hard in the future. Another employee, however, may at-

tribute his raise to the fact that he participates in the company’s bowling team and de-

cide it makes sense to continue bowling for that reason. Thus, in both cases the two 

employees have made decisions affecting their future behaviors on the basis of their  at-

tributions  of the causes of events. Then, subsequent events will be further interpreted by 

these two employees based on their attributions of why  these  events happened, and their 

attributions will be either reinforced or modified depending on the future events. 

   The attribution process can be important in understanding the behavior of others. 

The behavior of others can be examined on the basis of its  distinctiveness, consistency,  

and  consensus .    Distinctiveness    is the degree to which a person behaves similarly in dif-

ferent situations.    Consistency    is the degree to which a person engages in the same be-

haviors at different times.    Consensus    is the degree to which other people are engaging 

in the same behavior. Knowing the extent to which a person’s behavior exhibits these 

qualities can be very useful in helping us better understand that behavior. 

            Exhibit 4.5  casts these qualities in the form of questions, the answers to which can 

lead us to some conclusions about the behavior in question. Let’s look at an example. 
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Event Analysis of what
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Reinforcement or
modification of
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of causality

Choices regarding
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I received a raise I received the raise
because I am a hard
worker

Hard work leads to
rewards in this
organization

Since I value these
rewards, I will
continue to work
hard in the future

Example:

EXHIBIT 4.4 The Attribution Process

Source: Adapted from Abraham Korman, Organizational Behavior (Englewood Cliffs, NJ: Prentice Hall, 1977), p. 273.

DISTINCTIVENESS

Does this person 
behave in this same 
manner in other 
situations?

CONSISTENCY

Does this person 
behave in this 
same manner at 
other times?

CONSENSUS

Do other people 
behave in this 
same manner?

YES

Low distinctiveness

NO

High distinctiveness

YES

High consistency

NO

Low consistency

NO

Low consensus

YES

High consensus

INTERNAL

ATTRIBUTION

EXTERNAL

ATTRIBUTION

EXHIBIT 4.5
Internal and External 

Attributions



Chapter 4 Perceptions, Attributions, and Emotions 103

Caroline has done poorly on a test in her organizational behavior class and has ex-

pressed her concern to her professor. Her professor, in trying to understand the pos-

sible reasons for her behavior (doing poorly on the test) tries to determine its degree of 

distinctiveness, consistency, and consensus. If  Caroline tends to also do poorly on 

tests in other courses (low distinctiveness), has performed poorly on earlier tests in the 

course (high consistency), and if  no other students did poorly on the test (low consen-

sus), the professor might make an  internal  attribution regarding Caroline’s behavior. 

That is, the explanation for the poor test is to be found within Caroline herself  (lack 

of  motivation, poor study habits, etc.). On the other hand, if  Caroline does well on 

tests in other courses (high distinctiveness), the professor might make an  external  at-

tribution about the behavior. That is, the explanation for the poor test result may be 

found in factors outside Caroline herself  (the professor put together a poor test, used 

the wrong answer key, etc.). The important point here is that the attributions made 

regarding why events occur have important implications for dealing with a problem. 

   Not all attributions, of course, are correct. Another important contribution made by 

attribution theory is the identification of systematic errors or biases that distort attribu-

tions. One such error is called the  fundamental attribution error . The fundamental attri-

bution error is a tendency to underestimate the importance of external factors and 

overestimate the importance of internal factors when making attributions about the 

behavior of others. An example might be that of a shop floor supervisor who attributes 

a high injury rate to employee carelessness (a cause internal to the employees), instead 

of considering the possibility the equipment is old and in poor repair (a cause external 

to the employees). Another frequent error is the  self-serving bias . This is reflected in the 

tendency people have to take credit for successful work and deny responsibility for poor 

work. The self-serving bias leads us to conclude that when we succeed it is a result of our 

outstanding efforts, while when we fail it is because of factors beyond our control. 

   The managerial implications of an attributional approach to understanding work 

behavior are important. To influence employee behavior, the manager must under-

stand the attributions employees make. Further, a manager must be aware that his 

own attributions may be different from employees’. For example, if  a manager per-

ceives employees’ poor performance to be the result of lack of effort, she may attempt 

to increase motivation levels. On the other hand, if  employees perceive performance 

problems to be attributable to lack of  managerial guidance, the efforts made by the 

manager are not likely to have the desired effect on performance. Managers cannot 

assume that their attributions will be the same as their employees’. Neither can they 

assume their own attributions are error-free. Knowing this, coupled with an effort to 

understand what attributions employees make, can greatly enhance the manager’s 

 abi lity to have a positive effect on employee behavior.     

 Impression Management  

 Through actions, body language, and manner of speaking, individuals attempt to influ-

ence the perceptions that others have of them. The attempt to influence others’ percep-

tions of oneself has been called    impression management.    28  Managers manage impressions 

of themselves by how they talk, their overall style, their office location and furniture, 

and even by the individuals they select as employees. The range of managers’ techniques 

for creating and sustaining a particular impression of themselves is very wide. 

           Nearly everybody practices impression management. Managers, employees, job candi-

dates, and external stakeholders (e.g., supply chain members) engage in impression man-

agement. While most people try to present themselves in a favorable light, candidates 
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who use excessive impression management techniques may decrease the effectiveness of 

employee selection decisions. A recent study found that job candidates could be coached 

to present a specific personality profile and score favorably on a variety of tests used for 

selection. The coaching allowed applicants to present an ideal impression and score 

higher than noncoached (but perhaps better-qualified) applicants. 29   

 An Interpersonal Process 

 Goffman proposed that impression management is a kind of theater—a dramaturgi-

cal process. 30  When a person is in the presence of others, there is a reason to mobilize 

resources, style, and creativity to make a positive impression. The process occurs at 

first contact, but also over the course of a long-term relationship. 

   Individuals (managers and nonmanagers) engage in impression management for 

numerous reasons. First, to interact socially, impression management allows the per-

son to communicate a desired identity. Once the identity is established, the individual 

tries to remain congruent with the impression—or face cognitive dissonance. The au-

dience (manager, colleagues, stakeholders) respects the desired identity and attempts 

to comply with the impression being conveyed. 

   Some situations (e.g., performance feedback meeting, a meeting to discuss the theft 

of company property) elicit significantly different behaviors than others (e.g., a com-

pany softball game). Some have defined norms while others are more ambiguous, pre-

senting a challenge. Despite these differences all interpersonal meetings are “theater” 

that involves actors, audience, stage, and script. Organizations that interact heavily 

with the public always engage in impression management. For example, impression 

management is a stated policy at Disney World. All “cast members” are on stage per-

forming for audiences and they use a script. The scripts are practiced and delivered to 

audiences. 31  This is why the term  dramatizing  is used to describe impression manage-

ment situations.   

 A Model and Impression Management in Practice 

 Organizational researchers have proposed various impression management frame-

works. 32  The one framework that has been carefully examined empirically is offered by 

Jones and Pittman. According to Jones and Pittman, individuals engage in five impres-

sion management tactics: 

  1.    Ingratiation:  They seek to be viewed positively by flattering others or offering to do 

favors for them.  

  2.    Self-promotion:  They tout their abilities and competence.  

  3.    Exemplification:  They seek to be viewed as dedicated by going above and beyond 

the call of duty.  

  4.    Supplication:  They seek to be viewed as needing help because of limitations.  

  5.    Intimidation:  They seek to be viewed as powerful and threatening.    

   This model suggests a number of  impression management tactics. However, not 

everyone practices impression management the same way. Some people are not accu-

rate self-monitors of the impressions they make. They do not pay a lot of attention to 

what they say, how they dress, and how they interact with others. 

   Research on impression management suggests that men and women often seek to 

create impressions in different ways. 33  Females engage in less aggressive behaviors and 

use a more passive approach. Also, women in comparison to men are less likely to use 

impression management tactics. 
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   Studies show that some employees attempt to create a bad impression. 34  These in-

dividuals create bad impressions to exercise power; to make someone look bad, get 

fired, or get suspended; to obtain a transfer; or to avoid additional work or job stress. 

Tactics to create a bad impression include withdrawing from work, losing one’s temper, 

communicating a lack of skills, and pretending to lack knowledge. 

   Generating a positive or a good impression is the preferred goal and strategy of 

most people. One opportune place for creating a favorable impression is during the 

employment interview.  Exhibit 4.6  lists some popular impression management tactics 

used by job candidates. Note that self-promotion is the most common tactic used. In 

fact, every job candidate promotes his or her skills, background, experience, and com-

petence. Organizations also engage in and encourage impression management in their 

employees. Stereotypically, IT workers have been viewed as introverted, messy, and 

moody. This stereotype is captured in the  Saturday Night Live  skit starring Jimmy 

Fallon: “Nick Burns, Your Company’s Computer Guy.” Customers can find such per-

sonalities hard to approach. To overcome this stereotype, Best Buy has engaged in 

impression management by presenting its IT professionals, the Geek Squad, as 

friendly, fun, and approachable. 35  

     Emotions  

 One thing common to all people is that they have emotions. A person’s    emotions    are a 

state of physiological arousal accompanied by changes in facial expressions, gestures, 

posture, and subjective feelings. 36  In the past, emotions were largely ignored in the 
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 EXHIBIT 4.6 What Job Applicants Say to Generate a Positive Impression of Themselves 

   Source : Adapted from C.K. Stevens and A.L. Kristof, “Making the Right Impression: A Field Study of Applicant Impression Management during Job Interviews,” 

 Journal of Applied Psychology  80 (1995), pp. 587–606.  

   Impression Management     Description     Frequency Using Technique (%)     

   Self-promotion     Positively describing oneself (e.g., “I work hard  100%

 every day”).        

     Personal stories   Describing the past in a puffed-up way (e.g.,  96

 “I solved the most difficult problems”).        

     Opinion conformity   Expressing beliefs that are assumed to be held by  54

 another person (e.g., “I agree with your statement”).         

     Entitlements   Claiming responsibility for successful past events  50

 (e.g., “My work led to the securing of the contract”).         

   Enhancement of another     Making comments that compliment another person  46

 (e.g., “I’ve been so impressed with your work

 accomplishments”).        

   Overcoming obstacles     Describing success despite obstacles that should have  33

 lowered performance (e.g., “I won the award even

 though I had to work three different jobs”).         

   Justifications     Accepting some responsibility, but denying the  17

 negative implications (e.g., “We lost over 30

 percent of the market, but the economy went

 sour for everyone”).         

   Excuses     Designating responsibility for one’s actions (e.g.,  13

 “I missed the deadline because two of my team

 members had the flu”).           
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study of organizational behavior and management. The work setting was considered 

a rational and fairly stable place where emotions existed but were not a top priority to 

understand. This has changed in the past few decades as discussions of  emotions, 

studies of  the role emotion plays in work performance, and experiments with how 

managers can modify and better manage emotions have appeared in the literature. 37  

          Examining Emotions 

 The root of the word  emotion  means “to move.” The body is physically aroused during 

the exertion of an emotion. 38  Such bodily reactions are what cause people to say they 

were moved by an inspirational speech or by being recognized by their peers as the 

best friend in the unit. Also, people are moved to take action by emotions such as fear, 

anger, or joy. Many sought-after work goals make workers “feel” good. The activities 

that employees try to avoid make them “feel” bad. 

   Underlying an examination of  emotions is the link between emotions and basic 

adaptive behaviors, such as helping others, retreating, seeking a comfortable work 

area, or verbally attacking someone for starting an erroneous rumor. 39  Adaptive be-

havior aids a person’s attempts to adjust to changes. It is also apparent, however, that 

emotions can have a negative effect. Disgust and fear can disrupt behavior and rela-

tionships. 

   A faster-pounding heart, a “gurgling” stomach, sweat, and nervous tics are bodily 

reactions initiated by fear, anger, disgust, joy, and awe. Most of these changes in activ-

ity are caused by adrenaline, a hormone produced by the adrenal glands. Adrenaline 

enters the bloodstream when the sympathetic nervous system is activated. 40  

   Emotional expressions are visible or audible signs of what a person is feeling. For 

example, when a person is very upset and frustrated his or her face contorts, hands 

and legs move and jerk, voice modulation changes, and posture becomes more rigid.   

 Primary Emotions 

 Based on research studies, eight primary emotions have been determined to exist: fear, 

surprise, sadness, joy, disgust, anger, anticipation, and acceptance. These eight pri-

mary emotions vary in intensity. 41  Sadness, for example, may range from a mild sad-

ness to a deep sorrow that makes a person immobile.        

       The mildest forms of emotions are called moods. A    mood    is a low-intensity, long-

lasting emotional state. 42  Moods act as subtle emotional factors that affect day-to-day 

behavior. Emotions generally last for short time frames, minutes or hours. Moods of-

ten last for longer periods, hours to days. For example, when a co-worker is in an irri-

table mood, he may react angrily to any request made to pitch in on a specific job task. 

When the same person is in a good mood he can handle any request. 

   In addition to primary emotions are broader emotions such as aggression, love, 

awe, remorse, contempt, optimism, and disappointment. There are also mixtures of 

emotions. For example, an employee may experience joy and fear simultaneously upon 

hearing that a co-worker he doesn’t like was downsized, glad to see him go but antici-

pating that the employee himself  may be next in line to be let go.  

    Expressions 

 The most basic emotional expressions appear to be fairly common. Individuals who 

are born blind have little opportunity to learn emotional expressions by observing 

others. 43  Despite being blind, they use the same facial expressions as others to show 

joy, sadness, anger, disgust, and so on. 

  mood  
 A long-lasting state of 

emotion. 
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   Some facial expressions are influenced by learning and are unique to a national cul-

ture. 44  In China, sticking out the tongue is a gesture of surprise; sticking out the tongue 

is a sign of disrespect in the United States. It is important in working with people from 

different cultures to remember that expressions need to be evaluated carefully. 

   Despite some cultural differences, facial expressions of fear, anger, happiness, and 

sadness are similar around the world. A difference, however, is how often these expres-

sions occur daily in various cultures. For example, some degree of  anger is a com-

monly displayed emotion in Western cultures, 45  perhaps because independence and 

the right to freely display emotions are highly valued in Western cultures. 

   In many Asian cultures, by contrast, group harmony is very important. 46  Express-

ing anger publicly is not a natural facial expression. Showing anger is not conducive 

to bringing about group harmony, so seeing it is uncommon. 

   Some suggest that women are more emotional than men. Research in Western cul-

tures has found that women do tend to be more emotionally expressive. 47  Research has 

also suggested that the pathways, or transitions, between emotions are typically differ-

ent between men and women, indicating that women characteristically encounter more 

intervening steps and have additional difficulty in moving between emotions. 48  It has 

been suggested that the difference between genders in the expression of emotion is the 

result of  learning. Boys learn to suppress their emotions during childhood. Girls are 

allowed to express their emotions as children.   

 Body Language: Mimicking 

 The study of  communication through body movement, posture, gestures, and facial 

expressions is called    kinesics.    49  We commonly call these body language. Chapter 13 

covers in more detail nonverbal body language.       

       Psychologists Bargh and Chartrand identified an aspect of body language they call 

the “chameleon effect.” 50  People often unconsciously mimic the postures, mannerisms, 

and facial expressions of  other people included in the interaction. Bargh and Char-

trand found that if  another person copies your gestures and physical postures, you are 

more inclined to like the person. Further research on mimicking has indicated it also 

has an impact on the mimicker. Those who mimic have been shown to be more empa-

thetic to their subjects. 51    

  kinesics  
 The study of commu-

nication through body 

movement, postures, 

gestures, and facial 

 expressions. 

 CHOOSING A CEO: DO EMOTIONS MATTER? 
What factors would you consider in hiring the next CEO for a 

major organization? Perhaps you’d select an internal candidate 

who has had a particularly successful record of accomplish-

ment, or you’d go outside the organization to find an individual 

with the skills and vision needed to move the organization for-

ward. Regardless of whether candidates are internal or  external, 

what specific attributes must they have for you to deem them 

suitable? In the recent article “When Bad People Rise to the 

Top,” author Terry Leap characterizes “bad” CEOs as ones who 

are self-centered and have “deplorable” interpersonal skills. 

These bad CEOs may bully subordinates, refuse counsel, and 

take  unwarranted credit for success. They have poor emotional 

control. Leap states that although bad CEOs may have been 

able to manage these faults at lower levels of an organization, 

the stress of the top position causes them to be revealed.

While few would argue that general intelligence is an im-

portant attribute for CEOs to possess, how important is it for 

them to understand their own and others’ emotions? Is the 

ability to effectively interact with others as important as or 

even more important than raw intelligence?

Source: Terry Leap, “When Bad People Rise to the Top,” MIT Sloan 

Management Review 49, no. 2 (Winter 2008), pp. 23–27. 

Y O U  B E  T H E  J U D G E
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 Facial Feedback 

 According to researchers, emotional activity causes innately programmed changes in 

facial expression. Our understanding of  these changes has grown to the extent that 

computers can now be programmed to read facial expressions. One such program ex-

amines 27 facial features and their movements and has been able to identify even sub-

tle expressions with an accuracy of  88 percent. 52  But our expressions may do more 

than communicate our feelings to the external world. Sensations from the face provide 

a signal to the brain that helps us determine what specific emotion we are feeling. This 

is called the facial feedback hypothesis. 53  This hypothesis suggests that having facial 

expressions and becoming aware of them will lead to emotional experience. 

   Ekman believes that “making faces” can actually cause emotion. In one study par-

ticipants were guided muscle by muscle how to arrange their facial expressions to show 

surprise, disgust, anger, fear, and happiness. While facial expressions were being 

taught, the participants’ bodily reactions were monitored. 54  

   The muscle-by-muscle arrangements and monitoring showed that “making faces” 

brought about changes in the person’s autonomic nervous system (e.g., heart rate, skin 

temperature). 55  An angry face raised heart rate, while disgust lowered heart rate. This 

study suggests that not only do emotions influence expressions, but also expressions 

may influence emotions.   

 Emotional Labor     

       Managing emotions for compensation is called emotional labor. 56  In organizations 

   emotional labor    may involve enhancing, faking, or suppressing emotions to modify the 

emotional expression. The rules or norms regarding expectations about emotional ex-

pression may be acquired by observing colleagues or they may be stated in selection or 

training material. 57  For example, an employee working in customer service may be en-

couraged to smile, listen attentively, and show respect to even the most belligerent cus-

tomers. On the other hand, a person attempting to collect an accounts receivable payment 

may be instructed to be firm, somewhat angry, but polite in attempting to secure the 

overdue payment. In these cases the employee is managing and modifying the emotions 

that the organization believes are most effective. While emotional labor results from 

modifying emotional expression in an interaction, this labor is also experienced through 

empathy. Employees observing co-workers being treated unfairly showed increased 

emotional labor even though they themselves were being treated fairly. 58  

   Although emotional labor may be organizationally effective, employees may pay a 

price. Some researchers have found that managing emotions (e.g., emotional labor) is 

stressful and may result in burnout. The assumption is that managing emotions requires 

effort, time, and energy. Organizations that attempt to orchestrate emotions, something 

very personal, have found resistance, skepticism, and discomfort among the employees. 59  

   Individuals can manage their emotions in two ways: through what is called  surface 

acting,  where one regulates his or her emotional expressions, and through  deep acting,  

where one modifies feelings in order to express a desired emotion. In both surface and 

deep acting, a conscious effort is being made. 60  

   More emotional labor is likely in work settings that have a high frequency of nega-

tive events. And the more emotional labor, the more stress and burnout. The amount 

of emotional labor relates to increased stress because of the physiological demands for 

managing emotions. 

   Managers who are aware of  the possible negative effects (e.g., withdrawal, poor 

attitudes, depression) of  emotional labor are better prepared to provide necessary 

  emotional labor  

 The effort and work to 

manage your emotions 

to keep them under 

control. 
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support, coaching, training, and guidance. Emotional labor is still a relatively new 

area of  study, but it is already known that emotions play a significant role in an orga-

nization’s life. 61      

 Emotional Intelligence  

 The Greek philosopher Aristotle believed he knew how to handle relationships cor-

rectly. He claimed you had to be angry with the right person, to the right degree, at the 

right time, for the right purpose, and in the right way. Salovey and Mayer called the 

capacity for handling relationships with others    emotional intelligence   . 62   Exhibit 4.7  

portrays their detailed definition of emotional intelligence. Summarizing Exhibit 4.7 

yields a definition of emotional intelligence as a combination of skills and abilities such 

as self-awareness, self-control, empathy toward others, and sensitivity to the feelings of 

others. President Abraham Lincoln is an example of a leader who had high levels of 

emotional intelligence. He is said to have learned from mistakes, shared responsibility 

for the mistakes of others, and did not begrudge those who made those mistakes. 63        

  emotional 

intelligence (EI)  
 The handling of rela-

tionships and interac-

tions with others. 

 EXHIBIT 4.7 Emotional Intelligence (as Defined by Mayer and Salovey) 

  Source:  P. Salovey, B.T. Bedell, J.B. Detweiler, and J.D. Mayer, “Current Directions in Emotional Intelligence Research,” in Handbook of Emotions, eds. M. Lewis and 

J.M. Haviland-Jones (New York: Guilford Press, 2003).

          Perception, Appraisal, and Expression of Emotion     

   Ability to:  

• Identify emotion in one’s physical and psychological states.  

• Identify emotion in other people and objects.  

• Express emotions accurately, and express needs related to those feelings.

  • Discriminate between accurate and inaccurate, or honest and dishonest, expressions of feelings.    

   Emotional Facilitation of Thinking   

   Ability to:  

• Redirect and prioritize one’s thinking based on the feelings associated with objects, events, and other people.  

• Generate or emulate vivid emotions to facilitate judgments and memories concerning feelings.  

• Capitalize on mood swings to take multiple points of view; ability to integrate these mood-induced perspectives.  

• Use emotional states to facilitate problem solving and creativity.    

   Understanding and Analyzing Emotional Information; Employing Emotional Knowledge   

   Ability to:  

• Understand how different emotions are related.  

• Perceive the cause and consequences of feelings.  

• Interpret complex feelings, such as emotional blends and contradictory feeling states.  

• Understand and predict likely transitions between emotions.    

   Regulation of Emotion   

   Ability to:

  • Be open to feelings, both those that are pleasant and those that are unpleasant.

  • Monitor and reflect on emotions.

  • Engage, prolong, or detach from an emotional state, depending upon its judged informativeness or utility.  

• Manage emotion in oneself or others.       
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BE POSITIVE, STAY EMPLOYED!
Is a positive outlook good for your career? While most would 

agree it’s more pleasant to be around those with positive emo-

tions, anecdotal evidence suggests that being positive may save 

your job. In a recent article on “fireproofing” your job in a time of 

layoffs, a positive attitude was listed as one of the best ways to 

be retained. The logic is simple: If you had to choose one of two 

comparable employees to lay off, would you keep the complainer 

or the employee with a positive attitude? The article also stated 

that socializing with those exhibiting negative attitudes could 

lead to your being labeled with that same attitude. It suggests 

that if you find yourself in a negative conversation about low 

salaries, layoffs, poor supervision, and so on, break it off while 

trying to maintain a positive connection with the complainer(s). A 

similar article observes that while managers must maintain the 

bottom line, they also have a strong desire to maintain morale 

and don’t want people around that may cause trouble. Make it 

known that you are willing to make a positive contribution to the 

organization. These articles suggest that the employee perspec-

tive “the glass is half full” (versus “the glass is half empty”) may 

become a self-fulfilling prophecy when it comes to staying em-

ployed during tough times.

Other than potentially making the workplace more pleasant, 

does a positive attitude impact business outcomes? Studies have 

found that a smile can lead to favorable interactions with cus-

tomers. While the research on the impact of smiles has focused 

on retail, one could expect similar outcomes with internal cus-

tomers and maybe even a supervisor within an organization.

Sources: Donna Rosato, “Smart Job Strategies to Avoid Layoffs,” CNN 

Money.com, January 15, 2009, http://money.cnn.com/2009/01/14/news/

economy/avoid_layoffs.moneymag/index.htm?postversion = 2009031606; 

Tyler Cowen, “Strategies for Keeping Your Job,” CNN Money.com, May 

5, 2009, http://money.cnn.com/2009/05/04/pf/avoid_layoffs.moneymag/; 

Clive Muir, “Smiling with Customers,” Business Communication Quar-

terly 71, no. 2 (June 2008), pp. 241–46.

O R G A N I Z A T I O N A L  E N C O U N T E R

      An Elusive Construct 

 The growing interest in emotional intelligence (EI) has been stimulated by thinking 

about intelligence in nontraditional ways. 64  Some suggest that EI can be viewed as a 

form of intelligence that is still not fully developed as a construct. 65  

   Most theories of intelligence have posited that the central factor is general ability, 

called  g,  at the top of a hierarchical model. 66  The  g  factor is proposed as primary mental 

ability. Lower strata of intelligence suggest more specific mental abilities. Despite differ-

ent theories, there is a common belief that intelligence is a goal-directed mental activity 

that is marked by efficient problem solving, critical thinking, and abstract reasoning. 

   Gardner has argued for a new view of nonhierarchically arrayed mental abilities that 

he calls  multiple intelligence . 67  He contends there are many ways to be intelligent: verbal, 

mathematical, spatial, musical, interpersonal, and intrapersonal. The interpersonal and 

intrapersonal types of intelligence coincide with EI as a type of intelligence. 

   A major weakness with EI as a concept is the lack of scientifically sound, objective 

measures of the still elusive EI construct. 68  Theorists and researchers are not in agree-

ment as to whether EI is an actual, scientifically grounded construct or a fad. This 

weakness does not mean that EI may not prove eventually to be a valid and useful 

construct. Rather, it means that work must still be done. However, the fact that the 

public and many managers show an interest in learning more about EI suggests that it 

has validity.  

      Goleman’s Theory of Emotional Intelligence 

 The publication of Goleman’s best-selling book,  Emotional Intelligence,  popularized 

the notion that emotions are a domain of intelligence. 69  His engaging and authorita-

tive style is very persuasive. It is, however, very broad and nonscientifically based. 

   Goleman argues that we have two brains, two minds, and two different kinds of 

intelligence: rational and emotional. How we do in life is determined by both. His 

thesis is that the balance and management of emotions determine how intelligently a 

person acts and how successful he or she will be in life. 70  
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   The book has prompted the organizational community to learn about emotions, 

the role they play at work, and how managers can better understand and manage 

them, and it has started a debate among managers regarding EI. 

   Another concept that, like EI, is in its development phase but is generating interest 

in the public is “happiness,” the idea that this positive emotion can be increased or 

introduced in work settings. Also, there is recent anecdotal evidence  that suggests that 

employees who are positive and upbeat at work may have a better chance of keeping 

their jobs during layoffs. See the Organizational Encounter on page 110.   

 The Salovey and Mayer Theme 

 Salovey and Mayer coined the term  emotional intelligence . 71  Their work and writing is 

not as exciting as Goleman’s or as easy for managers to understand, but it is well 

structured, systematic, and scientifically anchored. They propose that EI emphasizes 

four cognitive components: a capacity to perceive emotion, to integrate emotion in 

thought, to understand emotion, and to manage emotion effectively. Salovey and 

Mayer acknowledge that neither the theory of  EI nor research supports a  g  type of 

model of  emotional intelligence. They believe it is more important that EI fit within 

the domain of conceptual definitions of intelligence. They propose that the ability to 

process affective information is an intellectual aptitude or type of intelligence. 

   The theoretical and research work of  Salovey and Mayer uses a variety of  self- 

report measures of EI. 72  They develop their own scales and borrow from the work of 

Bar-On, 73  Bernet, 74  and Roger and Najarian. 75  Unfortunately, presently the Salovey 

and Mayer scales, such as the MEIS, are cumbersome for respondents and take sig-

nificant time to complete. 

   The debates about domain, measurement, and implications of EI are likely to con-

tinue indefinitely. The different conceptualizations and measurements of  EI indicate 

that the construct will remain controversial.   

 Success in Careers 

 A major reason EI interests people is that it has been proposed to be important for 

career success. Salovey and Mayer temper any claims about the link between EI and 

career success. They dispute the claim that “if  intelligence predicts 20 percent of suc-

cess, EI can fill in the 80 percent gap.” 76  

   Even if  EI is important for career success, it works in conjunction with other fac-

tors: integrity, persistence, passion, general intelligence. Over the course of a career, EI 

seems to increase. Learning about emotional skills and how to apply them is an excit-

ing idea. It suggests a maturation process: A person starting a career with moderate or 

poor EI can learn to improve his or her emotional management skills. Over time, bet-

ter EI may indeed mean more career success. There is a caution regarding EI and ca-

reer progression. While increasing EI has been associated with increasing rank through 

middle management, EI has also been shown to decrease as one moves from middle to 

senior management. The drop does not mean EI is less important to senior manage-

ment but may indicate that the stress and prestige of  senior positions has led some 

executives to forget its importance. 77    

 The Next Generation of EI 

 Gardner’s view of multiple intelligences inspired others to consider his concept of in-

terpersonal and intrapersonal abilities. 78  Goleman, Salovey, and Mayer renamed 

Gardner’s two types of  intelligence EI. Then unsupported claims about EI were 
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 offered as solutions to many problems. However, problems with the EI construct 

caused some to question the soundness of the notion of this kind of intelligence. 

   The next generation of work on EI needs to (1) conceptualize EI in a manner that is 

concise and meaningful, (2) develop more precise and concise multimethods of EI mea-

sures, and (3) determine if  there is practical value in the EI concept for managers. 

   Clearly, the historical background illustrates that emotion has not been included in 

the study of intelligence. Some of the more rigorous theoretical research on EI indi-

cates that understanding behavior in the workplace or in any setting may be incom-

plete without examining emotions. EI is an interesting topic that deserves further 

refinement and clarification.       

Summary of 
Key Points  

 •     Perception is a process that involves selection, organization, and interpretation of 

environmental factors, from shapes to people and other stimuli. Through the per-

ceptual process, individuals attempt to make sense of the stimuli they receive.  

•     Once stimuli are selected they are categorized into groups according to a number of 

laws: nearness, similarity, closure, simplicity, and figure and ground. Grouping 

makes the interpretation and sense-making process easier. It doesn’t, however, 

eliminate inaccuracies or distortions.  

•     Stereotyping can help a person organize perceptions. However, if  it contributes to 

prejudice, bias, or discrimination it can be problematic.  

•     Some of the distortions in perception occur because of selective and divided atten-

tion, the halo effect, similar-to-me errors, and situational factors.  

•     Attribution theory attempts to explain the relationship between perception and be-

havior by investigating how people attribute events to causes.     

 CHOOSING A CEO: DO EMOTIONS MATTER? 

While CEOs almost always have the technical competence to 

do the job, can they enjoy long-term success without a high 

degree of emotional intelligence (EI)? Would you be inspired 

to follow a leader who could not manage his or her own emo-

tions or did not show empathy toward yours? The stress and 

perhaps the prestige of their position may lead CEOs to forget 

the EI skills that allowed them to rise to the pinnacle of their 

organizations. How can boards of directors do a better job of 

screening future CEOs for EI?

• Individuals through action, body language, and manner of 

speaking attempt to create a particular impression of 

themselves in the perceptions of others. Job candidates, 

for instance, often attempt to foster a positive impression. 

This is called impression management.

• A few widely used impression management tactics are 

ingratiation, self-promotion, exemplification, supplication, 

and intimidation.

• Emotions are important in understanding the behavior and 

attitudes of people.

• Research has identified a number of universal primary 

emotions: fear, surprise, sadness, disgust, anger, joy, an-

ticipation, and acceptance. But what is not universal is 

the degree to which people in various cultures express 

emotion.

• Emotional labor is the work, time, and effort used to man-

age emotions.

• Emotional intelligence (EI) is a combination of skills and 

abilities such as self-awareness, self-control, empathy, 

and sensitivity to the feelings of others.

• There is debate over whether EI is really a form of intelli-

gence. Until it is measured more precisely, EI is likely to 

remain a topic of interest to managers but one of ques-

tionable value to organizational researchers.

Y O U  B E  T H E  J U D G E  C O M M E N T
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      1.   Assume that an employee is generally performing above expected levels. How 

would a manager utilize the attribution process to make a judgment about a sud-

den decrease in the employee’s performance?  

   2.   Why are the perceptions you have of your skills usually different from the percep-

tions that others have of your skills?  

   3.   Why is impression management practiced?  

   4.   How can stereotyping result in inaccuracies and distortions?  

   5.   How would a manager utilize knowledge about facial expressions to learn how an 

employee feels about some workplace practice or process?  

   6.   Emotional intelligence is an intriguing construct. Do you believe that EI is a form 

of intelligence? Why?  

 7. If  you were in a managerial position and believed that emotions play a role in be-

havior and performance, how would you assess the emotions of your work team?

   8.   How can managers use “schemas” to reduce perceptual inaccuracies?  

   9.   What is the Golem effect? What should managers do to decrease the chance a 

Golem perspective may impact the performance of their team?  

  10.   How should emotional intelligence be measured so that critics would be satisfied 

with the measurement? Explain.     

Review and 

Discussion 

Questions

   Stereotypes are one-dimensional portrayals of 

 people—usually based on sex, race, religion, profes-

sion, or age. To attempt to make sense of the world, 

all people engage in some level of stereotyping. The 

way individuals interact with others is to some 

 extent affected by stereotypes.  

 Directions  

 Use the rating scale below to provide a rating of the 

following categories of  people based on your opin-

ions of them and experience of working or interact-

ing with them. 

    None/Not 5 1  

    Somewhat 5 2  

    Average 5 3  

    Above Average/Very 5 4  

    Significant/Highly 5 5  

     Recent college graduate who is beginning 

a career   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

    Emotional _____  

    Arrogant _____  

    Boring _____  

     Internal Revenue Service accountant   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

Exercise

Exercise 4.1: Your Impressions of Others
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Reality Check

Now how much do you know about perceptions, attributions, and emotions?

 6. The term “emotional intelligence” was a term first used by ______________.

a. Goleman

b. Gardner

c. Salovey and Mayer

d. Drucker

 7. True or false: Selective attention refers to the fact that people give some messages no priority 

at all and emphasize selected ones.

a. True

b. False

 8. A positive self-fulfilling prophecy is called the ______________ effect.

a. bias

b. stereotype

c. Pygmalion

d. Golem

 9. The attempt to influence others’ perception of oneself is called ______________.

a. impression management

b. assimilation

c. integration

d. attitude change

10. The ability of people to understand and manage their personal feelings and emotions as well as 

their emotions toward other individuals, events, and objects is called ______________.

a. general intelligence

b. emotional intelligence

c. behavioral intelligence

d. emotional control

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. c  3. b  4. d  5. b     6. c  7. b  8. b  9. a  10. b   

   Number Correct     Number Correct   

       _________       _________       

    Emotional _____  

    Arrogant _____  

    Boring _____  

     Service mechanic in 

car dealership   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

    Emotional _____  

    Arrogant _____  

    Boring _____  

     Elected politician   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

    Emotional _____  
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    Arrogant _____  

    Boring _____  

     Experienced contract lawyer   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

    Emotional _____  

    Arrogant _____  

    Boring _____  

     Emergency room nurse   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

    Emotional _____  

    Arrogant _____  

    Boring _____  

     Police officer   

    Knowledgeable _____  

    Intelligent _____  

    Sensitive _____  

    Open _____  

    Conscientious _____  

    Emotional _____  

    Arrogant _____  

    Boring _____     

 Discussion Questions  

  1.   Which category of persons received your most fa-

vorable and which received your least favorable 

ratings? Why?  

  2.   Do your ratings show any type of  stereotyping 

pattern? What sort? Why?  

  3.   Have you had any experiences with any of these 

types of  individuals that could be classified as 

having been influenced by management style, 

philosophy, or practices? When?  

 4.  What other descriptors (other than the eight used 

in this exercise) would you add for these individu-

als? Add at least one per category of person.

        Objectives   

  1.   To examine the causes of a person’s behavior.  

  2.   To develop an approach that’s best suited to 

 improve unacceptable behavior.      

 Related Topics  

 The concept of perception plays a role in how each 

of  us views other people. Making attributions in 

terms of dispositional or situational factors is based 

on how a person views the event, the behaviors of 

another person, and previous experience.    

 Starting the Exercise  

 Carefully read the situation facing a manager. If  you 

were this manager, what would you conclude about 

causes and how would you proceed? Why?    

 The Loss of Quality  

 Don Dubose has worked for Maybrooke Manufac-

turing since its beginning 10 years ago. He has won 

four top performer awards during his tenure in the 

firm. The last award he won was presented to him 

with a $15,000 bonus check about three years ago. 

But in the past 18 months, Don’s relations with co-

workers have become strained. He has never been 

talkative, but on occasion he has ordered co-workers 

out of  his work area. Don has made it clear that 

tools have been missing, and he wants to protect his 

area. His work’s quality has also suffered. Until 

about a year ago, Don’s work producing generators 

was at the “zero-defect” level. Error-free, top-quality 

generators came from Don again and again. Today 

when random sample checks are made, Don occa-

sionally produces generators that must be reworked 

Exercise

Exercise 4.2: Applying Attribution Theory
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less than 3 percent of  the time. He has gone from 

zero defects to 3 out of 100 defects. His co-workers 

average about 1.5 defects out of 100 for reworking. 

   What could be causing Don’s behavior changes? 

They could be caused by: 

                             Not Very Likely     Very Likely      

   1. Low motivation     1     2     3     4     5     6     7    

   2. Low self-efficacy     1     2     3     4     5     6     7    

   3. Physical health problems     1     2     3     4     5     6     7    

   4. Family problems     1     2     3     4     5     6     7    

   5. Poor management     1     2     3     4     5     6     7    

   6. Lack of creativity     1     2     3     4     5     6     7        

 Comment on each of your ratings: 

 1.       –––––––––––––––––––––––––––––––––––––––––

 2.       –––––––––––––––––––––––––––––––––––––––––

 3.       –––––––––––––––––––––––––––––––––––––––––

 4.       –––––––––––––––––––––––––––––––––––––––––

 5.       –––––––––––––––––––––––––––––––––––––––––

 6.        –––––––––––––––––––––––––––––––––––––––––

   Don’s behavior has become a topic of  concern 

within the organization. An outstanding worker has 

become average. What actions would you take as the 

manager?

                     Yes     No     Why?    

   Transfer Don to a new job.   ———       ———       ———       
   Fire Don.         ———       ———        ———

                     Yes     No     Why?    

   Call Don in to discuss your

observations.   ———       ———       ———        
   Suspend Don after informing

him about your concerns.   ———             ———       ——— 
   Ask Don’s co-workers why

they believe his performance

isn’t up to previous norms.         ——— ———             ——— 
   Leave the situation alone for

another six months.   ———       ———             ——— 
   Contact Don’s wife to see if

there’s a personal reason for

the performance problem.   ———             ——— ———       
   Examine your own behavior

(as manager) in working

with Don.   ———             ——— ———       
   Send Don to a human resource

management counselor to

discuss his attitudes about

the job.   ———       ———       ———       
   Promote Dan since he has

been in the present job for

over six years.   ———       ———       ———          
Other courses of action: 

            –––––––––––––––––––––––––––––––––––––––––––––––            

–––––––––––––––––––––––––––––––––––––––––––––––            

–––––––––––––––––––––––––––––––––––––––––––––––

     In Class  

 After you’ve analyzed this situation, meet with class-

mates to discuss their reactions. What did you learn 

about your attribution process? Are your reactions 

different from your classmates’?      

  Chairs? There is not much that can be said about 

chairs, right? Some are comfortable, some are not; 

some are cushy, some are firm. Since that is just 

about the whole story on the subject, I never thought 

I’d ever consider a column on chairs. 

   Then Bill died. 

   When I heard the news, I knew I eventually had 

to write something about the chairs. 

   I’d known Bill for years, admired his inquiring 

mind, his wit, his management style, and his record 

of achievements, which was lengthy. He was a CEO 

with a considerable reputation for his successes, yet 

every time I saw him over a period of many years, I 

never focused on his triumphs. My first thought was 

always of the chairs. 

   I guess you could rightly conclude those chairs 

made a big impression on me. There were two of 

them in Bill’s office, utilitarian metal armchairs, 

chairs with an upholstered seat and back, the kind 

that are advertised in most office furniture catalogs. 

I have two of them in my own office. 

   Over a varied career, I’ve been in many offices, the 

offices of buyers and sellers, the offices of top man-

agers and middle managers, the offices of editors and 

 Case 

 Case 4.1:  A Management Style That Made an Impression  

continued
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publishers, the offices of CEOs and human resource 

specialists. Usually the chairs for visitors are com-

fortable, but just ordinary, and not very memorable. 

   There was that one legendary chair in the office of 

that famous Buffalo editor. It was legendary because 

it was bolted to the floor, thus preventing any visitor 

from attempting to move any closer to the editor. All 

discussions in his office were held at a prescribed and 

safe distance. I sat in that chair once, when he invited 

me over and offered me a job, which I eventually de-

clined. But I did test the chair, attempting to edge in 

slightly when he was distracted by a phone call, and 

it surely was fastened securely in position. The man 

wanted nobody invading his space. He sat protected, 

barricaded behind his oversize desk. 

   Desks are not just for working upon and storing 

papers. They do perform that insulating function. 

They separate the host from the visitor, forming a 

definite barrier, a barrier that sends a message that 

says, “This is my room and I am in charge here.” 

   It was different with Bill, and that is why I always 

associated him with those chairs. 

   He had the big desk. He had the comfortable 

leather swivel chair that accompanied the office of 

the CEO. He called me one day and asked me to 

come and see him to discuss a problem that he 

thought I could help him solve. I had known him, 

but I had never been to his office. 

   When I arrived, he rose from his chair, greeted 

me with a handshake, and politely directed me to 

have a seat in one of  the pair of  chairs facing the 

desk and reserved for visitors. Then he sat down in 

the other chair, forsaking the status and the security 

of the big chair behind the big desk. 

   This was nonverbal communication, behavior 

that I’d never seen before and I instantly recognized 

what was transpiring. He was telling me to relax, 

that we were both on the same level in his office, 

conferring to solve a problem. 

   That was a first for me. I’d always had to talk to 

the person behind a desk. No one had ever before 

vacated that traditional position and joined me at 

midfield. It gave me a good feeling. I said nothing to 

Bill about it that day, or ever, but I always remem-

bered it and chalked it up to experience. 

   I also went back to my own office and rearranged 

the furniture and modified my style. I had a desk 

and a chair behind it, plus two chairs for visitors. I 

had always stayed behind the desk, but I changed 

forever that day. It wasn’t a big change, I suppose, 

but it was a significant one that I remember plan-

ning and executing. Some people noticed, including 

the owner of  the company, whose office was down 

the hall, and who rarely strayed from behind his 

desk, one of the biggest in the catalog. 

   “How come you’re always walking around and 

sitting over here?” he asked me one day. 

   I never told him. I was evasive. I figured if  he had 

to ask, he would never understand.  

     Questions  

  1.   Why do you think the legendary chair in the edi-

tor’s office was bolted to the floor? Is the reason 

cited in the case the only reason for the bolts?  

  2.   What impression is being portrayed by the case 

writer?  

  3.   What other type of office layouts and flows could 

be used to create an impression?       

Source: Prepared by Dick Hirsch, “His Management Style Made an 

Impression,”  Buffalo Business First , July 9, 2001.               
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 Motivation   

 Learning Objectives 

 After completing Chapter 5, you should be able to: 

  •   Describe  the three determinants of job 

 performance. 

  •   Identify  the need levels in Maslow’s 

 hierarchy. 

  •   Explain  Alderfer’s ERG theory. 

  •   Compare  motivators with hygiene factors. 

  •   Discuss  the factors that reflect a high need 

for achievement. 

  •   Define  the key terms in expectancy theory. 

  •   Distinguish  between inputs and outputs in 

equity theory. 

  •   Understand  the different types of organiza-

tional justice. 

  •   Identify  the key steps in goal setting. 

  •   Describe  the concept of the psychological 

contract.    

 One story about the culture of IBM concerns a situation involving company founder 

Thomas Watson. One of his top senior managers made a very costly mistake costing 

IBM about $3 million. The manager started to clean out his desk to be ready for the 

inevitable “pink slip” firing. When Watson came to his office to talk, the manager 

started, “I know why you’re here. I’ll offer my resignation and leave.” Watson looked 

at the manager and warmly replied: “You don’t think I would let you go after I just 

spent $3 million to train you.” Watson valued the manager, knew the individual 

wanted to do well, but had failed. 1  

 Although, the manager’s performance goal in this case was not achieved, he exerted 

every effort to do the job. Watson wanted to provide a positive motivation atmosphere 

at IBM. This IBM story has become part of the firm’s cultural history concerning mo-

tivation. The manager was an important part of IBM and despite his failure in this 

case, the leader of the firm was there to support the manager’s willingness to perform. 

 No one questions the central role motivation plays in shaping behavior and, spe-

cifically, in influencing work performance in organizations. 2  Nonetheless, as important 

as motivation is, it is not the only factor that determines performance. Over the years, 

a variety of  other variables thought to play an important role in performance have 

been suggested. These include ability, instinct, and aspiration level as well as personal 

factors such as age, education, and family background. 

 One way of conceptualizing the various determinants of performance is illustrated 

in  Exhibit 5.1 . As can be seen from this exhibit, job performance may be viewed as a 

function of the  capacity  to perform, the  opportunity  to perform, and the  willingness  to 

perform. The capacity to perform relates to the degree to which an individual pos-

sesses task-relevant skills, abilities, knowledge, and experiences. Unless an employee 

knows what is supposed to be done and how to do it, high levels of job performance 

are not possible. Having the opportunity to perform is also a critical ingredient in the 

performance recipe. A researcher for a pharmaceutical drug company whose lab 

equipment is constantly breaking is unable to perform at the same level as a researcher 

   C H A P T E R  F I V E 
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Reality Check

How much do you know about motivation?

1. True or false: The most important factor in achieving high job performance is an employee’s will-

ingness to perform at that level.

a. True

b. False

2. There are many steps in the motivational process. Which step follows after identification of need 

deficiencies and searching for ways to satisfy those needs?

a. Goal-directed behavior

b. Performance

c. Rewards or punishments

d. Need deficiencies reassessed

3. Maslow’s needs hierarchy, Alderfer’s ERG, and McClelland’s learned needs theories can be clas-

sified as .

a. process theories

b. content theories

c. learning theories

d. both a and c are correct

4. Herzberg referred to such components as salary, job security, and working conditions as 

 and reasoned that these conditions were needed to keep employees from 

 becoming dissatisfied.

a. satisfiers

b. motivating factors

c. hygiene factors

d. core benefits

5.  is when an employee feels that the organization has failed to fulfill an unwritten 

exchange agreement between the individual and the organization.

a. Expectancy contract violation

b. Organizational justice retraction

c. Judicial contract disturbance

d. Psychological contract breach

Capacity
to perform

Willingness
to perform

Opportunity
to perform

Job performance

EXHIBIT 5.1
Determinants of Job 

Performance

Source: Adapted from 

M. Blumberg and C. Pringle, 

“The Missing Opportunity in 

Organizational Research: 

Some Implications for a The-

ory of Work Performance,” 

Academy of Management Re-

view, October 1982, p. 565.
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who does not encounter those difficulties. Sometimes employees may lack the oppor-

tunity to perform not because of poor equipment or outdated technology, but because 

of poor decisions and outdated attitudes.  

  The third factor, willingness to perform, relates to the degree to which an individual 

both desires and is willing to exert effort toward attaining job performance. It is, in 

other words, motivation, and it is what this chapter is about. No combination of ca-

pacity and opportunity will result in high performance in the absence of some level of 

motivation or willingness to perform. 

 From a managerial perspective, it is important to realize that the presence of moti-

vation per se, coupled with a capacity and opportunity to perform, does not ensure 

high performance levels. It is a rare manager who has not at some point concluded 

that performance would be much higher “if  I could just get my people motivated.” In 

all likelihood, those individuals are already motivated; what that manager really wants 

is motivation that results in more or different kinds of behaviors. To understand this 

distinction it is helpful to think of motivation as being made up of at least three dis-

tinct components: direction, intensity, and persistence. 

  Direction  relates to what an individual chooses to do when presented with a number 

of possible alternatives. When faced with the task of completing a report requested by 

management, for example, an employee may choose to direct effort toward completing 

the report or toward surfing the Internet (or any number of other possible activities). 

Regardless of which option is selected, the employee is motivated. If the employee se-

lects the first alternative, the direction of his or her motivation is consistent with that 

desired by management. If the employee chooses the second alternative, the direction is 

counter to that desired by management, but the employee is nonetheless motivated. 

 The  intensity  component of motivation refers to the strength of the response once the 

choice (direction) is made. Using the previous example, the employee may choose the 

proper direction (working on the report) but respond with very little intensity. Intensity, 

in this sense, is synonymous with effort. Two people may focus their behavior in the 

same direction, but one may perform better because he or she exerts more effort and 

intensity than the other. 

 Finally,  persistence  is an important component of motivation. Persistence refers to 

the staying power of  behavior or how long a person will continue to devote effort. 

Some people will focus their behavior in the appropriate direction and do so with a 

high degree of intensity but only for a short time period. Individuals who tackle a task 

enthusiastically but quickly tire of  it, or burn out and seldom complete it, lack this 

critical attribute in their motivated behavior. Thus, the manager’s real challenge is not 

so much one of increasing motivation per se but of creating an environment wherein 

employee motivation is channeled in the right direction at an appropriate level of in-

tensity and continues over time.  

 The Starting Point: The Individual  

 Most managers must motivate a diverse and, in many respects, unpredictable group of 

people. The diversity results in different behavioral patterns that are in some manner 

related to needs and goals. This type of  diversity makes the manager’s motivational 

work very challenging.    

      As can be seen in  Exhibit 5.2 ,    needs    refer to deficiencies an individual experiences at 

a particular time. The deficiencies may be physiological (e.g., a need for food), psycho-

logical (e.g., a need for self-esteem), or sociological (e.g., a need for social interaction). 

Needs are viewed as energizers or triggers of behavioral responses. The implication is 

  needs  

 The deficiencies that 

an individual experi-

ences at a particular 

point in time. 
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that when need deficiencies are present, the individual is more susceptible to a manag-

er’s motivational efforts. 

   A study of about 4,000 employees found three main areas that affect employee mo-

tivation:  organizational issues  such as compensation, benefits, career opportunities, and 

company reputation;  job issues  including work schedules, opportunities to learn new 

skills, and challenging work; and  leader issues  such as whether their leaders/supervisors 

are trustworthy, good motivators and coaches, and flexible in solving problems. 3  

   People seek to reduce various need deficiencies. Need deficiencies trigger a search 

process for ways to reduce the tension caused by the deficiencies. A course of action is 

selected, and goal-directed (outcome-directed) behavior occurs. After a period, man-

agers assess that behavior, and the performance evaluation results in some type of re-

ward or punishment. Such outcomes are weighed by the person, and the need 

deficiencies are reassessed. This, in turn, triggers the process, and the circular pattern 

starts again. 

   The importance of goals in any discussion of motivation is apparent. The motiva-

tional process, as interpreted by most theorists, is goal-directed. The goals, or outcomes, 

that an employee seeks are viewed as forces that attract the person. The accomplish-

ment of desirable goals can result in a significant reduction in need deficiencies. 

   Each person is attracted to some set of  goals. If  a manager is to predict behavior 

with any accuracy, he or she must know something about an employee’s goals and 

about the actions the employee will take to achieve them. There is no shortage of mo-

tivation theories and research findings that attempt to provide explanations of  the 

behavior–outcome relationship. Individual theories can be classified as representing 

either a  content  or a  process  approach to motivation. Content approaches focus on 

identifying specific motivation factors. Process approaches focus on describing how 

behavior is motivated.  Exhibit 5.3  summarizes the basic characteristics of content and 

process theories of motivation from a managerial perspective. 

   Both categories of theories have important implications for managers, who are—by 

the nature of their jobs—involved with the motivational process. We will examine sev-

eral examples of both types, beginning with the content approaches.    

Employee

I. Need deficiencies

II. Search for ways

to satisfy needs

III. Goal-directed

behavior

IV. Performance

(evaluation of goals
accomplished)

VI. Need deficiencies

reassessed by the
employee

V. Rewards or

punishments

EXHIBIT 5.2

The Motivational 

Process: A General 

Model
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 Content Approaches  

 The content theories of  motivation focus on the factors within the person that ener-

gize, direct, sustain, and stop behavior. They attempt to determine the specific needs 

that motivate people. Four important content approaches to motivation are: 

(1) Maslow’s need hierarchy, (2) Alderfer’s ERG theory, (3) Herzberg’s two-factor 

 theory, and (4) McClelland’s learned needs theory. Each of these four theories has had 

an impact on managerial practices and will be considered in the paragraphs that follow.

   Maslow’s Need Hierarchy 

 The crux of  Maslow’s theory is that needs are arranged in a hierarchy. 4  The lowest-

level needs are the physiological needs, and the highest-level needs are the self- 

actualization needs. These needs are defined to mean the following: 

  1.    Physiological.  The need for food, drink, shelter, and relief  from pain.  

  2.    Safety and security.  The need for freedom from threat, that is, security from threat-

ening events or surroundings.  

  3.    Belongingness, social, and love.  The need for friendship, affiliation, interaction, and 

love.  

  4.    Esteem.  The need for self-esteem and for esteem from others.  

  5.    Self-actualization.  The need to fulfill oneself  by making maximum use of abilities, 

skills, and potential.    

    Exhibit 5.4  shows the hierarchical nature of Maslow’s theory. For each of the five 

need levels, the exhibit provides examples of work-related factors that might be associ-

ated with need satisfaction. 

 EXHIBIT 5.3 Managerial Perspective of Content and Process Theories of Motivation 

                Theoretical  Theoretical  Founders of  Managerial 

Base     Explanation     the Theories     Application      

   Content     Focuses on factors within the  Maslow—five-level need  Managers need to be aware of 

 person that energize, direct,  hierarchy differences in needs, desires, and 

 sustain, and stop behavior. These  Alderfer—three-level  goals because each individual 

 factors can only be inferred.   hierarchy (ERG)       is unique in many ways.    

                               Herzberg—two major factors 

  called hygiene factors and motivators         

             McClelland—three learned 

  needs acquired from the 

  culture: achievement, 

  affiliation, and power         

   Process     Describes, explains, and  Vroom—an expectancy  Managers need to understand 

 analyzes how behavior is  theory of choices the process of motivation and 

 energized, directed, sustained,  Adams—equity theory how individuals make choices 

 and stopped.   based on comparisons that        based on preferences, rewards, 

  individuals make  and accomplishments.   

                               Locke—goal-setting theory 

  that conscious goals and 

  intentions are the 

  determinants of behavior           
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   Maslow’s theory assumes that a person attempts to satisfy the more basic needs 

(physiological) before directing behavior toward satisfying upper-level needs. Several 

other crucial points in Maslow’s thinking are important to understanding the need-

hierarchy approach. 

   1.   A satisfied need ceases to motivate. For example, when a person decides that he or 

she is earning enough pay for contributing to the organization, money loses its 

power to motivate. Large multinational corporations such as Wal-Mart are trying 

to prevent such problems by offering    cafeteria-style benefits plans   . 5  Similarly, many 

small and medium-sized enterprises are also offering flexible benefits. 6  By allowing 

employees to choose and change benefits over time, these firms let employees meet 

their changing needs. 7   

  2.   Unsatisfied needs can cause frustration, conflict, and stress. From a managerial 

perspective, unsatisfied needs are dangerous because they may lead to undesirable 

performance outcomes.  

  3.   Maslow assumes that people have a need to grow and develop and, consequently, 

will strive constantly to move up the hierarchy in terms of need satisfaction. This 

assumption may be true for some employees but not others.   

      cafeteria-style 

benefits plans  
 Plans that allow em-

ployees to choose ben-

efits that suit them and 

to make adjustments 

to meet their changing 

needs.     

SELF-ACTUALIZATION

ESTEEM

BELONGINGNESS, SOCIAL, AND LOVE

SAFETY AND SECURITY

PHYSIOLOGICAL

Starting a successful new business.
Developing and mentoring others.
Using business skills to start a charity
   that helps homeless children.

Winning a coveted award for performance.
Receiving a high-level promotion.
Earning an outstanding reputation among
   peers.

Being accepted by personal and professional
   friends.
Working in groups that are compatible.
Having supportive supervision.

Receiving regular salary increases.
Having medical and disability insurance.
Working in a hazard-free environment. 

Receiving a sufficient salary to live on.
Having sufficient food and drink available.
Working in a comfortable environment. 

EXHIBIT 5.4
Maslow’s Need 

Hierarchy Related 

to the Job
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   Mary Kay, Inc., uses the full range of  Maslow’s need hierarchy to motivate its 

1.8 million beauty consultants in 35 markets worldwide. The company is still best 

known for its reward of the Mary Kay Pink Cadillac for outstanding sales and team 

building. Consultants report that they are motivated by commissions and incentives 

(pay), being a part of a team (belongingness and social), recognition (esteem), and the 

privilege to help others (self-actualization). Mary Kay management appears to under-

stand motivation and needs. Pay, incentives, recognition, autonomy, and helping 

 others succeed are a combination of factors that the consultants seek. 8  

   Several research studies have attempted to test the need-hierarchy theory. The first 

field-reported research that tested a modified version of Maslow’s need hierarchy was 

performed by Porter. 9  At the time of the initial studies, Porter assumed that physiolog-

ical needs were being adequately satisfied for managers, so he substituted a higher-

order need called  autonomy,  defined as the person’s satisfaction with opportunities to 

make independent decisions, set goals, and work without close supervision. 

   Research studies have reported: 

  1.   Managers higher in the organization chain of command place greater emphasis on 

self-actualization and autonomy. 10   

  2.   Managers at lower organizational levels in small firms (less than 500 employees) 

are more satisfied than their counterpart managers in large firms (more than 

5,000 employees); however, managers at upper levels in large companies are more 

satisfied than their counterparts in small companies. 11   

  3.   American managers overseas are more satisfied with autonomy opportunities than 

are their counterparts working in the United States. 12     

   Despite these findings, a number of  issues remain regarding the need-hierarchy 

theory. First, data from managers in two different companies provided little support 

that a hierarchy of  needs exists. 13  The data suggested that only two levels of  needs 

exist: one is the physiological level, and the other is a level that includes all other 

needs. Further evidence also disputes the hierarchy notions. 14  Researchers have found 

that as managers advance in an organization, their needs for security decrease, with 

a corresponding increase in their needs for social interaction, achievement, and 

self-actualization.   

 Alderfer’s ERG Theory 

 Alderfer agrees with Maslow that individual needs are arranged in a hierarchy. How-

ever, his proposed need hierarchy involves only three sets of needs: 15  

  1.    Existence.  Needs satisfied by such factors as food, air, water, pay, and working 

 conditions.  

  2.    Relatedness.  Needs satisfied by meaningful social and interpersonal relationships.  

  3.    Growth.  Needs satisfied by an individual making creative or productive contributions.    

   Alderfer’s three needs—existence (E), relatedness (R), and growth (G), or ERG—

correspond to Maslow’s in that the existence needs are similar to Maslow’s physiolog-

ical and safety categories; the relatedness needs are similar to the belongingness, social, 

and love category; and the growth needs are similar to the esteem and self-actualization 

categories. 

   In addition to a difference in the number of categories, Alderfer’s ERG theory and 

Maslow’s need hierarchy differ on how people move through the sets of needs. Maslow 

proposed that unfulfilled needs are predominant and that the next-higher level of 
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needs isn’t activated or triggered until the predominant need is adequately satisfied. 

Thus, a person only progresses up the need hierarchy once a lower-level need is ade-

quately satisfied. In contrast, Alderfer’s ERG theory suggests that, in addition to the 

satisfaction-progression process that Maslow proposed, a frustration-regression pro-

cess is also at work. That is, if  a person is continually frustrated in attempts to satisfy 

growth needs, relatedness needs reemerge as a major motivating force, causing the in-

dividual to redirect efforts toward satisfying a lower-order need category. 

   Alderfer’s ERG explanation of  motivation provides an interesting suggestion to 

managers about behavior. If  a subordinate’s higher-order needs (for example, growth) 

are being blocked, perhaps because of a company policy or lack of resources, then it’s 

in the manager’s best interest to attempt to redirect the subordinate’s efforts toward 

relatedness or existence needs by assigning him or her to projects with desired co-

workers. The ERG theory implies that individuals are motivated to engage in behavior 

to satisfy one of the three sets of needs. 

   The ERG theory hasn’t stimulated a great deal of research, so no empirical verifica-

tion can be claimed. Salancik and Pfeffer proposed that need models such as Maslow’s 

and Alderfer’s have become popular because they are consistent with other theories of 

rational choice and because they attribute freedom to individuals. The idea that individu-

als shape their actions to satisfy unfulfilled needs gives purpose and direction to individ-

ual activity. Furthermore, need explanations are also popular, despite little  research 

verification, because they are simple and easily expressed views of human behavior. 16    

 Herzberg’s Two-Factor Theory 

 Herzberg developed a content theory known as the two-factor theory of motivation. 17  

The two factors are called the dissatisfiers–satisfiers or the hygiene motivators or the 

extrinsic–intrinsic factors, depending on the discussant of the theory. The original re-

search that led to the theory gave rise to two specific conclusions. First, there is a set of 

 extrinsic  conditions, the job context, which results in dissatisfaction among employees 

when the conditions are not present. If these conditions are present, this does not neces-

sarily motivate employees. These conditions are the  dissatisfiers  or  hygiene  factors, since 

they are needed to maintain at least a level of “no dissatisfaction.” They include salary, 

job security, working conditions, status, company procedures, quality of technical super-

vision, and quality of interpersonal relations among peers, superiors, and subordinates. 

   Second, a set of  intrinsic  conditions—the job content—when present, builds strong 

levels of  motivation that can result in good job performance. If  these conditions are 

not present, jobs do not prove highly satisfying. The factors in this set are called the 

satisfiers or motivators and include achievement, recognition, responsibility, advance-

ment, the work itself, and the possibility of growth. 

   These motivators are directly related to the nature of  the job or task itself. When 

present, they contribute to satisfaction. This, in turn, can result in intrinsic task 

 motivation. 18  Referring to  Exhibit 5.5 , several important managerial implications of 

Herzberg’s two-factor theory include: 

   1.    No job dissatisfaction, high job satisfaction.  An employee who is paid well, has job 

security, has good relationships with co-workers and the supervisor (hygiene fac-

tors are present 5 no job dissatisfaction), and is given challenging duties for which 

he is accountable will be motivated. 

      Managers should continue to assign challenging tasks and transfer accountability to 

high-performing subordinates. Pay raises, job security, and good supervision need to 

be continued.   
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I. Traditional Job Satisfaction Theory

High job dissatisfaction High job satisfaction

No job satisfaction High job satisfaction

II. Herzberg’s Two-Factor Theory

High job dissatisfaction No job dissatisfaction

Based on Motivators

• Feeling of achievement
• Meaningful work
• Opportunities for advancement
• Increased responsibility
• Recognition
• Opportunities for growth

Based on Hygiene Factors

• Pay
• Status
• Job security
• Working conditions
• Fringe benefits
• Policies and procedures
• Interpersonal relations

EXHIBIT 5.5

Traditional versus 

Herzberg View of Job 

Satisfaction

  2.    No job dissatisfaction, no job satisfaction.  An employee who is paid well, has job 

security, and has good relationships with co-workers and the supervisor (hygiene 

factors are present 5 no job dissatisfaction), but is not given any challenging as-

signments and is very bored with her job (motivators are absent 5 no job satisfac-

tion) will not be motivated. 

      Managers should reevaluate subordinate’s job description and enlarge it by providing 

more challenging and interesting assignments. Pay raises, job security, and good su-

pervision need to be continued.   

  3.    High job dissatisfaction, no job satisfaction.  An employee who is not paid well, has 

little job security, has poor relationships with co-workers and the supervisor (hy-

giene factors are not present 5 high job dissatisfaction), and is not given any chal-

lenging assignments and is very bored with his job (motivators are absent 5 no job 

satisfaction) will not be motivated.   

      To prevent low performance, absenteeism, and turnover, managers should make dras-

tic changes by adding hygiene factors and motivators.  

   Herzberg suggests that motivators (intrinsic conditions) and hygiene factors can be 

applied to understanding factory (extrinsic conditions) workers in most countries and 

cultures. The Global OB on page 128, which combines the research and reports of a num-

ber of researchers, supports the application of Herzberg’s two-factor explanation across 

diverse cultures. For example, in Italy 60 percent of the workers indicated that motivators 

accounted for job satisfaction, while 90 percent of workers in Finland reported that mo-

tivators accounted for job satisfaction. 19  A related study of employees in Turkey, Cyprus, 

Nigeria, and Great Britain reported general support for Herzberg’s two-factor theory. 

Factors associated with the work attitudes of employees from these nations could be 



128

separated into two distinct categories: motivators and hygiene factors. 20  Other recent re-

search studies in Japan and Brazil are also generally supportive of Herzberg’s theory. 21  

   Herzberg’s model basically assumes that job satisfaction is not a unidimensional 

concept. His research leads to the conclusion that two continua are needed to cor-

rectly interpret job satisfaction. Exhibit 5.5 presents two different views of job satis-

faction. Before Herzberg’s work, those studying motivation viewed job satisfaction as 

a unidimensional concept; that is, they placed job satisfaction at one end of a contin-

uum and job dissatisfaction at the other end. This meant that if  a job condition caused 

job satisfaction, removing it would cause job dissatisfaction. Similarly, if  a job condi-

tion caused job dissatisfaction, removing it would cause job satisfaction. 

   One appealing aspect of Herzberg’s explanation of motivation is that the terminol-

ogy is work-oriented. There is no need to translate psychological terminology into 

everyday language. Despite this important feature, Herzberg’s work has been criticized 

for a number of reasons. For example, some researchers believe that Herzberg’s work 

oversimplifies the nature of job satisfaction. Other critics focus on Herzberg’s method-

ology, which requires people to look at themselves retrospectively. Still other critics 

charge that Herzberg has directed little attention toward testing the motivational and 

performance consequences of  the theory. In his original study, only self-reports of 

performance were used, and in most cases, the respondents described job activities 

that had occurred over a long period of time.  

    Although the list of criticisms for Herzberg’s model is long, the impact of the the-

ory on practicing managers should not be underestimated. For example, one concept 

that emerged from Herzberg’s work is that of   job enrichment.  Job enrichment is de-

fined as the process of building personal achievement, recognition, challenge, respon-

sibility, and growth opportunities into a person’s job. This has the effect of increasing 

the individual’s motivation by providing her with more discretion and accountability 

  job enrichment  
 Increases motivation 

by building challenge, 

responsibility, recogni-

tion, and growth 

 opportunities into a 

person’s job. 

 MOTIVATORS AND HYGIENE FACTORS ACROSS CULTURES 

              Motivators     Satisfying Job Events     Dissatisfying Job Events     

   United States     80%     20%   

   Japan     82     40   

   Finland     90     18   

   Hungary     78     30   

   Italy     60     35   

    Hygiene Factors             

   United States     20%     75%   

   Japan     10     65   

   Finland     10     80   

   Hungary     22     78   

   Italy     30     70      

Source: Adapted from S.A. Snell, C.C. Snow, S. Canney Davison, and D.C. Hambrick, “Designing and Supporting Transnational 

Teams: The Human Resource Agenda,” Human Resource Management 37 (1998), pp. 147–58; and F. Herzberg, “Workers’ 

Needs: The Same around the World,” Industry Week 234, no. 6 (September 21, 1987), pp. 29–32.

G L O B A L  O B
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when performing challenging work. Herzberg believed that job enlargement would 

improve task efficiency and human satisfaction. 

           Many managers feel very comfortable about many of the things Herzberg includes 

in his two-factor discussion. From a scientific vantage point, this satisfaction presents 

some dangers of misuse, but this hasn’t stopped the theory from being implemented in 

numerous organizations. Hewlett-Packard, for example, has restructured many of its 

GOING THE EXTRA MILE

A passenger on a Southwest Airlines flight was very nervous 

about flying. Sara, one of the flight attendants, noticed the pas-

senger was nervous while taking her drink order. Sara immedi-

ately reassured the passenger that everything was going to be 

OK, but she didn’t stop there. Sara told two of her fellow flight 

attendants, Jody and Judy, about the passenger’s anxiousness. 

During the long flight from Philadelphia to Los Angeles, the three 

flight attendants went out of their way to make sure the passen-

ger was comfortable. They even explained the different normal 

noises a plane makes during takeoff, flight, and landing to put the 

customer at ease. Following the flight, the grateful passenger 

wrote a letter to the company describing how the three flight at-

tendants were amazing and incredible. As a result of “going the 

extra mile” to help a nervous flyer, these three Southwest em-

ployees received commendations from their co-workers and rec-

ognition from Chairman and CEO Gary Kelly.

The idea of expecting employees to go the extra mile has be-

come more common as service organizations continue to domi-

nate the economy. Employees from airlines, retail stores, hotels, 

banks, and other service organizations who deal with customers 

are expected to do more than expected several times a day. This 

type of “super service” can help earn an organization an edge 

relative to its competitors.

These extra activities are called organizational citizenship be-

haviors (OCBs) and are important because research suggests that 

when employees engage in these extra helping behaviors, organi-

zations achieve higher customer satisfaction, productivity, and 

reduced costs. At the individual employee level, OCBs are linked 

to higher ratings on employee performance and reward allocation 

decisions. When employees decrease or stop engaging in OCBs, 

then it is more likely they will miss work and quit the organization.

There are several types of OCBs, including:

Altruism: Sara and other the flight attendants were dedi-

cated to the passenger’s welfare.

Courtesy: The flight attendants treated the passenger with 

consideration.

Compliance: The flight attendants complied with Southwest 

Airlines’ norms of customer service.

Civic virtue: Co-workers of the flight attendants took the time 

to honor their colleagues for going the extra mile for the ner-

vous passenger.

Sportsmanship: Instead of acting too busy or ignoring the 

passenger’s discomfort, these three flight attendants worked 

together to provide exceptional customer service.

An important question for managers in service organizations 

is, “Why do employees engage in OCBs, and what can be done to 

encourage them?” Research has provided some explanations.

First, no clear relationships with most personality character-

istics have been found. But a higher frequency of OCBs has 

been found among those employees with a higher collectivist 

orientation than among those who have a more individualistic 

perspective.

Second, certain situational factors seem to be related to 

OCBs. One of these factors relates to what employees and man-

agers define as part of the job and what is “out-of-role.” Employ-

ees will often define their jobs quite broadly and will include 

activities as part of their duties that their managers perceive as 

“extra.” These OCBs also are likely to influence managerial eval-

uations of employees, but sometimes they may be interpreted as 

attempts to influence these evaluations rather than efforts to do 

something good for the company and the customer.

Finally, a major influence on OCBs is the leadership that 

employees receive from their managers. Specifically, trust 

 between an employee and a manager and a management style 

that encourages the development of leadership skills among 

employees have been found to encourage the expression of 

OCBs.

Sources: www.southwest.com/about_swa (accessed April 18, 2009); 

Nathan P. Podsakoff, Steven W. Whiting, Philip M. Podsakoff, and 

Brian D. Blume, “Individual- and Organizational-Level Consequences 

of Organizational Citizenship Behaviors: A Meta-Analysis,” Journal of 

Applied Psychology 94, no. 1 (2009), pp. 122–41; Philip M. Podsakoff, 

Scott B. MacKenzie, Julie Beth Paine, and Daniel G. Bachrach, “Orga-

nizational Citizenship Behaviors: A Critical Review of the Theoretical 

and Empirical Literature and Suggestions for Future Research,” Journal 

of Management 26, no. 3, pp. 513–63; Bradley J. Alge, Gary A. Ballinger, 

Subrahmaniam Tangirala, and James L. Oakley, “Information Privacy in 

Organizations: Empowering Creative and Extrarole Performance,” Jour-

nal of Applied Psychology 91, no. 1 (January 2006), pp. 221–32; Suzanne 

S. Masterson and Christina L. Stamper, “Perceived Organizational Mem-

bership: An Aggregate Framework Representing the Employee-Organization 

Relationship,” Journal of Organizational Behavior 24, no. 5 (August 2003), 

pp. 473–87; Dennis W. Organ, “Personality and Organizational Citizenship 

Behavior,” Journal of Management, Summer 1994, pp. 465–78; and Mary 

A. Konovsky and S. Douglas Pugh, “Citizenship Behavior and Social 

Exchange,” Academy of Management Journal, June 1994, pp. 656–69.
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operations along the lines described by Herzberg. The company relies on both motiva-

tors and hygiene factors to increase satisfaction and decrease the likelihood of dissat-

isfaction. Examples at Hewlett-Packard include providing resources (time, money, and 

space) to work on ideas for improving products and processes; instituting flextime-

time scheduling to increase employee job discretion; and using a profit-sharing plan 

that may increase satisfaction by providing a source of both achievement and recogni-

tion. With the amount of discretion increasing in many jobs, the opportunity also ex-

ists for employees to do more than what is expected. The Organizational Encounter 

on page 129 examines this pleasant situation.  

      McClelland’s Learned Needs Theory 

 McClelland has proposed a theory of motivation that is closely associated with learn-

ing concepts. He believes that many needs are acquired from the culture. 22  Three of 

these learned needs are the need for achievement (n Ach), the need for affiliation 

(n Aff), and the need for power (n Pow). 

   McClelland contends that when a need is strong in a person, its effect is to motivate 

the person to use behavior that leads to its satisfaction. For example, having a high n 

Ach encourages an individual to set challenging goals, to work hard to achieve the 

goals, and to use the skills and abilities needed to achieve them. 

   Based on research results, McClelland developed a descriptive set of  factors that 

reflect a high need for achievement. These are: 

  1.   The person likes to take responsibility for solving problems.  

  2.   The person tends to set moderate achievement goals and is inclined to take calcu-

lated risks.  

  3.   The person desires feedback on performance.    

   The need for affiliation reflects a desire to interact socially with people. A person 

with a high need for affiliation is concerned about the quality of important personal 

relationships, and thus, social relationships take precedence over task accomplish-

ment. A person with a high need for power, meanwhile, concentrates on obtaining and 

exercising power and authority. He or she is concerned with influencing others and 

winning arguments. Power has two possible orientations according to McClelland. It 

can be negative in that the person exercising it emphasizes dominance and submission. 

Or power can be positive in that it reflects persuasive and inspirational behavior. 

   The main theme of  McClelland’s theory is that these needs are learned through 

coping with one’s environment. Since needs are learned, behavior that is rewarded 

tends to recur at a higher frequency. Managers who are rewarded for achievement be-

havior learn to take moderate risks and to achieve goals. Similarly, a high need for af-

filiation or power can be traced to a history of receiving rewards for sociable, dominant, 

or inspirational behavior. As a result of  the learning process, individuals develop 

unique configurations of needs that affect their behavior and performance. 

   McClelland’s theory faces a number of criticisms. Not the least of these criticisms 

is that most of  the available evidence supporting the theory has been provided by 

 McClelland or his associates. McClelland’s use of projective psychological personality 

tests has been questioned as being unscientific. Furthermore, McClelland’s claim that 

n Ach can be learned runs counter to a large body of literature that argues the acquisi-

tion of  motives normally occurs in childhood and is very difficult to alter in adult-

hood. Finally, McClelland’s theory is questioned on grounds of whether the needs are 

permanently acquired. Research is needed to determine whether acquired needs last. 
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Can something learned in a training-and-development program be sustained on the 

job? This is an issue that McClelland and others have not been able to clarify.   

 A Synopsis of the Four Content Theories 

 Each of the four content theories attempts to explain behavior from a slightly different 

perspective. None of the theories has been accepted as the sole basis for explaining moti-

vation. Although some critics are skeptical, it appears that people have innate and learned 

needs and that various job factors result in a degree of satisfaction. Thus, each of the 

theories provides the manager with some understanding of behavior and performance. 

    Exhibit 5.6  compares the four approaches. McClelland proposed no lower-order 

needs. Moreover, his needs for achievement and power aren’t identical with Herzberg’s 

motivators, Maslow’s higher-order needs, or Alderfer’s growth needs, although 

there are some similarities. A major difference between the four content theories is 

McClelland’s emphasis on socially acquired needs. Also, the Maslow theory offers 

a static need-hierarchy system; Alderfer presents a flexible, three-need classification 

approach; and Herzberg discusses intrinsic and extrinsic job factors. 

   Each of the content approaches purports to present the clearest, most meaningful, 

and most accurate explanation of  motivation. In reality, each has strengths and limi-

tations that practicing managers need to consider; none is clearly inferior or superior 

to the others, especially in today’s diverse workplace. Smart managers will look to all 

of  these approaches to provide insights that can be applied to specific challenges and 

problems.     

 Process Approaches  

 The content theories we have examined focus mainly on the needs and incentives that 

cause behavior. They are concerned primarily about which specific things motivate 

people. The process theories of motivation are concerned with answering the questions 

MASLOW 
(need hierarchy)

Self-actualization

Esteem

Belongingness,
social, and love

Safety and security

Physiological

HERZBERG 
(two-factor theory)

The work itself
• Responsibility
• Advancement
• Growth

Achievement 
Recognition

Quality of inter-
personal relations
among peers, with
supervisors, with
subordinates

Job security

Working conditions
Salary

ALDERFER

Growth

Relatedness

Existence

McCLELLAND

Need for  
achievement

Need for power

Need for affiliation

Higher 
order  
needs

Hygiene 
factors

Motivators

Basic 
needs

EXHIBIT 5.6 A Graphic Comparison of Four Content Approaches to Motivation
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of how individual behavior is energized, directed, maintained, and stopped. This sec-

tion examines three process theories: expectancy theory, equity theory, and goal-setting 

theory. In discussing each of these in the paragraphs that follow, we will show how the 

motivational process works in organizational settings.        

      Expectancy Theory 

 One of  the more popular explanations of  motivation was developed by Victor 

Vroom. 23  Numerous studies have been done to test the accuracy of     expectancy theory    

in predicting employee behavior, and direct tests have been generally supportive. 24  In 

addition, a research study that rated the overall importance, scientific validity, and 

practical usefulness of  73 organizational behavior theories reported that expectancy 

theory has high levels of  importance, validity, and usefulness. 25  Vroom defines  moti-

vation  as a process governing choices among alternative forms of  voluntary activity. 

In his view, most  behaviors are considered to be under the voluntary control of  the 

person and consequently are motivated. To understand expectancy theory, it is nec-

essary to define the terms of  the theory and explain how they operate. The four 

most important terms are:  first-  and  second-level outcomes ,  instrumentality, valence,  

and  expectancy.   

 First-Level and Second-Level Outcomes 

 First-level outcomes resulting from behavior are those associated with doing the job 

itself  and include productivity, absenteeism, turnover, and quality of productivity. The 

second-level outcomes are those events (rewards or punishments) that the first-level 

outcomes are likely to produce, such as merit pay increases, group acceptance or rejec-

tion, promotion, and termination. 

 The individual in the expectancy theory approach is saying, “If  I work hard, I can 

accomplish a specific performance level (assuming the person has the ability and skill 

and that the performance is recognized). Then the individual asks, “If  my perfor-

mance is acknowledged (e.g., managers make comments, performance appraisal rating 

is high), will it lead to rewards (e.g., recognition, pay, opportunities, time off)?”   

 Instrumentality 

 Instrumentality is the perception by an individual that first-level outcomes (perfor-

mance) are associated with second-level outcomes (rewards). It refers to the strength 

of a person’s belief  that attainment of a particular outcome will lead to (be instrumen-

tal in) attaining one or more second-level outcomes. Instrumentality can be negative, 

suggesting that attaining a second-level outcome is less likely if  a first-level outcome 

has occurred, or positive, suggesting that the second-level outcome is more likely if  the 

first-level outcome has been attained.   

 Valence 

 Valence refers to the preferences for outcomes as seen by the individual. For example, 

a person may prefer a 10 percent merit raise over a relocation to a new facility. An 

outcome is positively valent when it is preferred and negatively valent when it is not 

preferred or is avoided. An outcome has a valence of zero when the individual is indif-

ferent to attaining or not attaining it. The valence concept applies to both first- and 

second-level outcomes. Thus, a person may prefer to be a high-performing employee 

(first-level outcome) because she believes this will lead to a desired merit raise in pay 

(second-level outcome).   

  expectancy theory  
 A theory of motivation 
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ees are more likely to 

be motivated when 
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 Expectancy 

 Expectancy refers to the individual’s belief regarding the likelihood or subjective prob-

ability that a particular behavior will be followed by a particular outcome, and it is 

most easily thought of  as a single-probability statement. That is, it refers to a per-

ceived chance of something occurring because of the behavior. Expectancy can take 

values ranging from 0, indicating no chance that an outcome will occur after the be-

havior or act, to 11, indicating perceived certainty that a particular outcome will fol-

low a behavior or act. 

 In the work setting, individuals hold an effort-performance expectancy. This expec-

tancy represents the individual’s perception of how hard it will be to achieve a particu-

lar behavior (say, completing the budget on time) and the probability of achieving that 

behavior. There is also a performance-outcome expectancy. In the individual’s mind, 

every behavior is associated with outcomes (rewards or punishments). For example, an 

individual may have an expectancy that if  the budget is completed on time, he or she 

will receive a day off  next week.  Exhibit 5.7  presents the general expectancy model 

and includes the two expectancy points (E→P and P→O). 

 Managers also need to implement fair, meaningful, and easy-to-understand perfor-

mance review and evaluation systems. It is important in applying expectancy theory to 

be able to recognize and use performance. At Frito-Lay Processing and Packaging 

Division in Lubbock, Texas, an incentive program has achieved excellent results. Ma-

chine operators were involved in reducing the amount of “give-away” in each bag of 

chips. Frito-Lay strives to maintain .4 grams of give-away in each bag of chips. If  too 
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EXHIBIT 5.7

Expectancy Theory
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much is given away, profit margins are reduced. The exact weight of  each bag is 

 calculated to the gram. The operator’s performance can be specifically pinpointed. 

Each week the operator who is the best in reducing the give-away waste wins a gift 

certificate. Since the gift certificate prize is one that operators prefer, this type of 

 reward is significant enough for the operators to be fully involved in trying to win the 

contest and has significantly reduced waste and improved morale among operators. 26      

        Equity Theory 

    Equity theory    explains how people’s perceptions of how fairly they are treated in social 

exchanges at work (e.g., amount of  the pay raise this year, how well the supervisor 

treats them, etc.) can influence their motivation. The essence of   equity  (which also 

means “fairness”) theory is that employees compare their efforts and rewards with 

those of others in similar work situations. This theory of motivation is based on the 

assumption that individuals are motivated by a desire to be equitably treated at work. 

The individual works in exchange for rewards from the organization. 

   Four important terms in this theory are: 

  1.    Person.  The individual for whom equity or inequity is perceived.  

  2.    Comparison other.  Any group or persons used by Person as a referent regarding the 

ratio of inputs and outcomes.  

  3.    Inputs.  The individual characteristics brought by Person to the job. These may be 

achieved (e.g., skills, experience, learning) or ascribed (e.g., age, sex, race).  

  4.    Outcomes.  What Person received from the job (e.g., recognition, fringe benefits, pay).    

   Equity exists when employees perceive that the ratios of  their inputs (efforts) to 

their outcomes (rewards) are equivalent to the ratios of other employees. Inequity ex-

ists when these ratios are not equivalent; an individual’s own ratio of  inputs to out-

comes could be greater than, or less than, that of  others. 27   Exhibit 5.8  illustrates the 

equity theory of motivation. 

   Change Procedures to Restore Equity 

 Equity theory suggests a number of  alternative ways to restore a feeling or sense of 

equity. Let’s assume you and your co-worker are both working as sales associates for a 

popular sporting goods company. You put in longer hours and have more sales than 
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your colleague. To your shock and surprise, you have just found out that your  colleague 

received a $10,000 raise (compared to your $3,000 raise). Not only do you feel angry 

and frustrated, but you also feel unfairly treated. 

   In response to this underrewarded condition, equity theory suggests a number of 

alternative methods to restore a feeling or sense of equity vis-à-vis your treatment (as 

compared to that of your colleague). Some examples of restoring equity are: 

  1.    Changing inputs.  You may decide to put less time or effort into the job.  

  2.    Changing outcomes.  You may decide to negotiate for a much larger pay raise 

(e.g., to get at least $10,000 total).  

  3.    Changing attitudes.  Instead of  changing inputs or outcomes, you may simply 

change your attitude by convincing yourself  that the money is less important than 

other outcomes (e.g., nice place to work, job security, etc.).  

  4.    Changing the reference person.  In this example, you can change the reference person 

to someone who received a raise that was similar to the one you received. This 

might allow you to restore equity by comparing your outcomes/input ratio to some-

one with a similar ratio.  

  5.    Changing the inputs or outcomes of the reference person.  Since the original reference 

person is a co-worker, you might encourage the individual to work longer hours 

and work harder to justify the larger pay increase (i.e., increase inputs).  

  6.    Leaving the field.  Due to the frustration and perceived unfairness of the situation, 

you may decide to simply quit your job.      

 Research on Equity 

 Most of the research on equity theory has focused on pay as the basic outcome. 28  The 

failure to incorporate other relevant outcomes limits the impact of the theory in work 

situations. A review of the studies also reveals that the reference person is not always 

clarified. A typical research procedure is to ask a person to compare his or her inputs 

and outcomes with those of a specific person. In most work situations, an employee 

selects the reference person after working for some time in the organization. Two is-

sues to consider are whether comparison persons are within the organization and 

whether reference persons change during a person’s work career. 

   Several individuals have questioned the extent to which inequity that results from 

overpayment (rewards) leads to perceived inequity. Locke argues that employees sel-

dom are told they are overpaid. He believes that individuals are likely to adjust their 

idea of  what constitutes an equitable payment to justify their pay. 29  Campbell and 

Pritchard point out that employer–employee exchange relationships are highly imper-

sonal when compared to exchanges between friends. 30  Perceived overpayment inequity 

may be more likely when friends are involved. Thus, an individual probably will react 

to overpayment inequity only when that individual believes that his or her actions 

have led to a friend’s being treated unfairly. The individual receives few signals from 

the organization that he or she is being treated unfairly. 

   Despite limitations, equity theory provides a relatively insightful model to help 

explain and predict employee attitudes about pay. The theory also emphasizes the 

importance of  comparisons in the work situation. The identification of  reference 

persons seems to have some potential value when attempting to restructure a reward 

program. The theory has been shown to be a useful framework for examining the 

growing number of  two-tier wage structures. 31  Equity theory also raises the issue of 
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methods for resolving inequity, which can cause problems with morale, turnover, and 

absenteeism.  

 Organizational Justice 

 In the 1980s and 1990s, equity theory inspired new streams of research to explain em-

ployee attitudes and behavior. 32  The concept of    organizational justice   , or the degree to 

which individuals feel fairly treated at the workplace, attracted a considerable amount 

of research attention. The four components of this research domain are: distributive, 

procedural, interpersonal, and informational justice. 33     Distributive justice    is the per-

ceived fairness of how resources and rewards are distributed throughout an organiza-

tion. This concept often deals with compensation and is closely related to the previous 

discussion of equity theory. However, researchers have applied the concept of distrib-

utive justice to a wide variety of workplace situations, including organizational poli-

tics, university tenure and promotion decisions, antismoking policies, mentoring, 

teams, and satisfaction with benefit levels. 34      

     Related to distributive justice is the notion of  procedural justice.    Procedural 

 justice    refers to the perceived equity or fairness of  the organization’s processes and 

procedures used to make resource and allocation decisions. 35  That is, employees are 

concerned with the fairness of  decision making in all areas of  work, including deci-

sions related to compensation, performance appraisal, training, and work group 

assignments.     

     Procedural justice has been shown to have a positive impact on a number of affec-

tive and behavioral reactions. 36  These reactions include: 

  •   Organizational commitment.  

  •   Intrinsic motivation.  

  •   Intent to stay with organization.  

  •   Organizational citizenship.  

  •   Trust in supervisor.  

  •   Satisfaction with decision outcome.  

•     Work effort.  

  •   Task performance.        

     Positive consequences of procedural justice have been found in important organiza-

tional decision contexts, including pay allocation, personnel selection, and perfor-

mance appraisal. Since procedural justice can provide benefits to organizations, an 

important issue involves the types of decision-making procedures that people consider 

to be fair. People are more inclined to interpret decisions to be fair when they have a 

voice in the decision, there is consistency in decision making, and the process and 

procedures conform to ethical and moral values. 

 Two explanations have emerged regarding why procedural justice works. Self-interest 

theory proposes that people want fair procedures because such fairness enables them 

to obtain desired extrinsic outcomes. Although a manager may decide not to promote 

a person, if  the process has been fair it will be accepted 37  and the employee will be 

more likely to remain committed to the organization. 38  

 Group value theory suggests that people value fairness as a means of realizing such 

desired intrinsic outcomes as self-esteem. People have a strong sense of affiliation with 

groups to which they belong. Fair group procedures are considered to be a sign of re-

spect and an indication that they are valued members of  the group. This results in a 

higher sense of self-esteem. 
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 Treating employees and customers fairly, respectfully, and in a timely manner is a 

worthy managerial approach. First, managers must understand the importance of 

procedural justice. Second, managers can achieve good performance results when 

 procedural justice is widely practiced for decision making. Finally, employee percep-

tions are extremely critical in identifying procedural justice. Determining these per-

ceptions requires strong interpersonal and observation skills on the part of 

managers. 39  

 Related to procedural justice is the concept of    interpersonal justice   , which refers to 

judgments made by employees about whether they feel fairly treated by their supervi-

sors and other authorities in the organization. 40  Perceptions of  interpersonal justice 

are higher when authorities are seen as treating employees in a dignified and respectful 

manner. However, interpersonal injustice can occur if  employees perceive that the au-

thorities treat them in an insulting, embarrassing, humiliating manner in front of oth-

ers or label the employees as racist or sexist. 41      

     Unfortunately, poor treatment by authorities in organizations appears to be a com-

mon occurrence. In a random telephone survey of 1,000 working adults in the United 

States, about 45 percent of respondents reported that they work or have worked for an 

abusive supervisor. 42  The researchers defined abusive behavior as verbal abuse, intimi-

dation, and threatening gestures. Other researchers analyzed 110 research studies to 

compare the effects of  sexual harassment and workplace bullying on employees. 43  

They defined workplace aggression as any behavior that included: 

  •   Persistently criticizing employees’ work.  

  •   Yelling.  

•     Spreading gossip or lies.  

•     Reminding employees of their mistakes.  

•     Excluding or ignoring workers.  

  •   Insulting workers’  habits, attitudes, or personal lives.    

 The study found that employees who experienced bullying and incivility at work 

were more likely to quit their jobs and have lower levels of well-being and job satisfac-

tion. Indeed, research suggests that abusive treatment from authorities and supervi-

sors is associated with lower job and life satisfaction, lower organizational commitment, 

conflict between work and family, and psychological distress. 44  

 A final form of  organizational justice,    informational justice   , focuses on whether 

 employees perceive that decisions and other communication from authorities are ex-

plained in a fair manner. 45  When important decisions are being communicated to em-

ployees, do authorities take time to explain their decisions in a thorough and reasonable 

manner? Or, do they send out a brief  e-mail or memo that announces major changes 

without adequate justification? The former approach will build a sense of  informa-

tional justice among employees whereas the latter approach will erode it. For example, 

layoffs are a fact of  life for many organizations. Unfortunately, evidence shows that 

companies that engage in layoffs may find that many “survivors” of the layoffs end up 

voluntarily leaving the company as well. Layoffs, combined with the loss of  “good 

employees,” may leave the firm understaffed for when the economy picks up again. 

What can managers of a company do to lessen the negative impact of layoffs on those 

employees who survive the personnel cuts? One approach is to overcommunicate and 

tell the truth when communicating with employees. Managers should keep many chan-

nels of communication open and provide information about the organization’s finan-

cial condition and current/additional layoffs on a frequent basis. Here are some 

  interpersonal justice  
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perceived fairness of 

the treatment received 
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approaches that managers can take to promote high levels of  informational justice 

during turbulent times: 46  

  •   Informal “chats” by top managers (via e-mail, in person, or by videoconference).  

  •   Don’t sugarcoat bad news; employees will sense this and lose confidence in decision 

makers.  

  •   Establish a human resources hotline or “800” number for employees to call for 

updates.  

  •   Create a Web page that is updated on a daily basis.    

 In addition, some CEOs are communicating with their employees via blogs. Bill 

Marriott, chairman and CEO of Marriott International, has a blog called “On the 

Move,” while Mike Critelli, executive chairman of Pitney Bowes, keeps employees up 

to date with his blog “Open Mike.” These blogs and the other communication chan-

nels listed above are meant to convey a sense of trust and inclusiveness while decreas-

ing secrecy and dishonesty when authorities communicate with employees. 47      

     In sum, the organizational justice literature suggests that if  authorities treat em-

ployees in what’s perceived to be a fair manner, then employees are more likely to trust 

their supervisors and organizations.    

 Goal Setting 

 Interest in applying goal setting to organizational problems and issues has been grow-

ing since Locke presented what is now considered a classic paper in 1968. 48  A    goal    is a 

result that a person, team, or group is attempting to accomplish through behavior and 

actions. Locke proposed that  goal setting  is a cognitive process of some practical util-

ity. His view is that an individual’s conscious goals and intentions are the primary de-

terminants of  behavior. 49  It has been noted that “one of  the commonly observed 

characteristics of  intentional behavior is that it tends to keep going until it reaches 

completion.” 50  That is, once a person starts something (e.g., a job, a new project), he 

or she pushes on until a goal is achieved. Also, goal-setting theory emphasizes the 

importance of conscious goals in explaining motivated behavior. Locke has used the 

notion of intentions and conscious goals to propose and provide research support for 

the thesis that difficult and specific conscious goals will result in higher levels of per-

formance if  these goals are accepted by the individual. 51        

      Descriptions of Goal Setting 

 Some examples of  goal setting at work include: developing a new software program 

within 4 to 6 months to detect malicious viruses on the Internet; landing five new cus-

tomers or increasing sales of existing customers by 10 percent over the next 12 months; 

and decreasing waste in the manufacturing process by 20 percent over the next three 

years. Setting such goals is a process that includes the attributes or the mental (cogni-

tive) processes of goal setting. The attributes Locke highlights are goal specificity, goal 

difficulty, and goal intensity.     

        Goal specificity    is the degree of  quantitative precision (clarity) of  the goal.    Goal 

 difficulty    is the degree of proficiency or the level of  performance that is sought.    Goal 

intensity    pertains to the process of setting the goal or of determining how to reach it. 

To date, goal intensity has not been widely studied, although a related concept,    goal 

commitment   , has been considered in a number of  studies. Goal commitment is the 

amount of effort used to achieve a goal.     

  goal  
 A specific target that 

an individual is trying 

to achieve; a goal is the 

target (object) of an 

action. 
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tative precision of the 

goal. 
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      Exhibit 5.9  presents a model of  individual goal setting using available theoretical 

research, but illustrating a practical framework that managers can apply. The goal-

setting model emphasizes that a goal serves as a motivator. It is important for any goal 

to be clear, meaningful, and challenging. When goals are not accomplished, an indi-

vidual faces a sense of  dissatisfaction. Whether there is a relationship between goals 

and job performance is moderated by a number of factors, including ability, commit-

ment, and feedback.         

     A person’s ability can limit his or her efforts to accomplish goals. If  a manager 

sets a difficult goal and a person lacks the ability to accomplish it, there will not be 

accomplishment.     

     A person who is committed to a goal has a drive, intensity, and persistence to work 

hard. Commitment creates a desire to reach the goal and overcome problems or barriers. 

Y O U  B E  T H E  J U D G E

THE ETHICAL WAY TO MANAGE?

Employee participation has become an integral feature of 

quality work life, quality circles, employee stock option 

plans, and workplace design. When used properly, partici-

pative management has been effective in improving perfor-

mance, productivity, and job satisfaction. Employees—as 

members of a manager–employee team or as part of a group 

of co-workers—participate in decision making, goal set-

ting, salary determination, and changing the organization’s 

 structure.

Some believe that participative management is an ethical 

imperative. Their argument is that research clearly demon-

strates the effectiveness of participative management be-

cause it satisfies a basic human need.

Others argue, however, that job satisfaction is not an em-

ployee right and that an organization is not duty-bound to pro-

vide it. Is participative management the ethical way to 

manage? You be the judge.

Sources: Richard L. Daft, “Theory Z: Opening the Corporate Door for 

Participative Management,” Academy of Management Executive 8, 

no. 4 (November 2004), pp. 117–21. The “ethical imperative” idea was 

introduced by Marshall Saskin, “Participative Management Is an 

Ethical Imperative,” Organizational Dynamics, Spring 1984, pp. 5–22, 

and elaborated on in “Participative Management Remains an Ethical 

Imperative,” Organizational Dynamics, Spring 1986, pp. 62–75. Argu-

ments opposing the ethical imperative view can be found in Edwin A. 

Locke, David M. Schweiger, and Gary Latham, “Participation in Deci-

sion Making: When Should It Be Used?” Organizational Dynamics, 

Winter 1986, pp. 65–79.

• Ability
• Commitment
• Feedback

Moderators
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individual or
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Rewards

• Clarity
• Meaningful
• Challenging

Goal Characteristics

Desired by
organization

Performance

EXHIBIT 5.9

Goal Setting Applied 

to Organizations

Source: Modified and based 

on Edwin A. Locke and Gary 

P. Locke, A Theory of Goal 

Setting and Task Performance 

(Englewood Cliffs, NJ: 

 Prentice-Hall, 1990).
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 Feedback provides data, information, and facts about progress in goal accomplish-

ment. A person can use feedback to gauge where adjustments in effort need to be 

made. Without feedback a person operates without guidance or information to make 

corrections so that goals are accomplished on time and at budgeted levels.  

    As goals are accomplished and this performance is evaluated, rewards are distrib-

uted. If  the rewards are preferred, as discussed in expectancy theory, employees are 

likely to be satisfied and motivated.    

 Goal-Setting Research 

 Between 1968 and 2009, the amount of  research on goal setting increased consider-

ably. Locke’s 1968 paper certainly contributed to the increase in laboratory and 

field research on goal setting. Another force behind the increase in interest and 

 research was the demand of  managers for practical and specific techniques that 

they could apply in their organizations. Goal setting offered such a technique for 

some managers, and it thus became an important management tool for enhancing 

work performance. 52  

   Empirical research findings from a variety of managerial and student samples have 

provided support for the theory that conscious goals regulate behavior. Yet a number 

of important issues concerning goal setting still must be examined more thoroughly. 

One area of debate concerns the issue of how much subordinate participation in goal 

setting is optimal. A field experiment conducted by skilled technicians compared three 

levels of  subordinate participation: full (the subordinates were totally involved); lim-

ited (the subordinates made some suggestions about the goals the superior set); and 

none. 53  Measures of performance and satisfaction were taken over a 12-month period. 

The groups with full- or limited-participant involvement in 

goal setting showed significantly more performance and sat-

isfaction improvements than did the group that did not par-

ticipate in goal setting. Interestingly, these improvements 

began to dissipate six to nine months after the program was 

started. Some research, however, has failed to find signifi-

cant relationships between performance and participation in 

the goal-setting process. 54  Not surprisingly, the necessity for 

and effectiveness of participatory management styles in any 

area of management is a much debated topic. This chapter’s 

You Be the Judge box briefly describes the issue.  

    Research has found that specific goals lead to higher  output 

than do vague goals such as “do your best.” Field experiments 

using clerical workers, maintenance technicians, marketing 

personnel, engineers, typists, manufacturing employees, and 

others have compared specific versus do-your-best goal-setting 

conditions. The vast majority of these studies support—partly 

or totally—the hypothesis that specific goals lead to better 

performance than do vague goals. The Weyerhaeuser Corpo-

ration, for example, used specific goals to improve an impor-

tant aspect of  the performance of  its logging trucks. 

Traditionally, logging truckers had been operating under the 

instruction to “do their best” in terms of judging weight loads 

for their trucks in the field. Management decided that 94 per-

cent of weight capacity was a difficult, yet attainable, specific 

IS  GOAL SETTING FOR YOU?

Many successful managers and other success-

ful professionals claim to be goal-setters and 

believe that it is a key to their success. They con-

tinually write down goals and keep track of how 

they are doing. Is goal setting for you? Here are 

some questions that, once answered, can be 

converted into specific goals.

1. Is my knowledge of my job progressing?

2. How developed are my people skills?

3. Have I improved and increased my network 

of contacts?

4. What other skills should I be working on 

(e.g., problem solving, managing time, 

negotiation)?

5. How does this period’s performance match 

up with similar periods of past performance?

6. Out of everything I’ve done at work in the 

past three months, of which three things am 

I the most proud? Least proud?

Management Pointer
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goal for the drivers. This specific goal worked and became an effective motivator; in less 

than a full year, the company saved over $250,000. 

   Certain aspects of goal setting need to be subjected to scientific examination. One 

such area centers on individual differences and their impact on the success of goal- 

setting programs. Such factors as personality, career progression, training background, 

and personal health are important individual differences that should be considered when 

implementing goal-setting programs. Goal-setting programs also should be subjected to 

ongoing examination to monitor attitudinal and performance consequences. Some re-

search has demonstrated that goal-setting programs tend to lose their potency over time, 

so there is a need to discover why this phenomenon occurs in organizations. Sound 

evaluation programs assist management in identifying success, problems, and needs. 

   Goal setting can be a very powerful technique for motivating employees. When 

used correctly, carefully monitored, and actively supported by managers, goal setting 

can improve performance. However, neither goal setting nor any other technique can 

be used to correct every problem. Is goal setting for you? The Management Pointer “Is 

Goal Setting for You?” provides you with some questions to ask and answer.     

 Motivation and the Psychological Contract  

 A conceptual framework that provides a useful perspective for viewing the topic of 

motivation is  exchange theory.  55  In a very general sense, exchange theory suggests that 

members of an organization engage in reasonably predictable give-and-take relation-

ships (exchanges) with each other. For example, an employee gives time and effort in 

exchange for pay; management provides pleasant working conditions in exchange for 

employee loyalty. Schein suggests that the degree to which employees are willing to 

exert effort, commit to organizational goals, and derive satisfaction from their work 

depends on two conditions: 56  

  1.   The extent to which employee expectations of what the organization will give them 

and what they owe the organization in return matches the organization’s expecta-

tions of what it will give and receive.  

   2.   Assuming there is agreement on these expectations, the specific nature of  what is 

exchanged (effort for pay, for example).    

   These mutual expectations regarding exchanges constitute part of the psychologi-

cal contract. 57  The    psychological contract    is an unwritten agreement between the indi-

vidual and the organization that specifies what each expects to give to and receive 

from the other. While some aspects of an employment relationship, such as pay, may 

be explicitly stated, many others are not. These implicit agreements, which may focus 

on exchanges involving satisfaction, challenging work, fair treatment, loyalty, and op-

portunity to be creative, may take precedence over written agreements.                 

       In the ideal psychological contract, those contributions the individual was willing 

to give would correspond perfectly to what the organization wanted to receive; simi-

larly, what the organization wanted to give would correspond totally with what the 

individual wished to receive. In reality, however, this seldom occurs. Additionally, psy-

chological contracts are not static; either party’s expectations can change as can either 

party’s ability or willingness to continue meeting expectations. In more extreme cases, 

an organization may take actions (e.g., layoffs) that lead employees to perceive that a 

   psychological contract breach    has occurred. Such a violation in the psychological con-

tract can lead to decreased job satisfaction and citizenship behavior. 58  
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   When there are few or a decreasing number of  matches between what each party 

expects to give and receive in the contract, work motivation suffers. The psychological 

contract provides a perspective for why this is true. Looking at motivation from a con-

tent theory approach, the psychological contract suggests that in return for time, ef-

fort, and other considerations, individuals desire to receive need gratification. Using 

Maslow’s need hierarchy as an example, if  an employee is operating at the self- 

actualization level and fails to receive a challenging job that allows for the application 

of  all the capabilities that employee has, motivation will suffer. In other words, the 

satisfaction of needs is part of the contract; when the expectation of need satisfaction 

is not matched with the opportunity to achieve such satisfaction, the contract is 

 violated and motivation is negatively affected. 

   The perspective on motivation provided by the concept of  the psychological con-

tract is not limited to content approaches to motivation, however; it is equally appli-

cable to process explanations as well. Adam’s equity theory is, in fact, a form of 

exchange theory. The notion of inputs and outcomes within equity theory is very sim-

ilar to expectations of giving and receiving in the psychological contract. In the con-

text of  an expectancy approach to motivation, performance-outcome expectancies 

relate directly to the exchange of performance for pay, advancement, satisfaction, or 

other outcomes in the psychological contract; likewise, the desire to receive certain 

considerations in the context of  the contract is analogous to positively valent out-

comes in expectancy theory. 

   Managing the psychological contract successfully is one of  the more important 

and challenging aspects of  most managers’ jobs. 59  The more attuned the manager is 

to the needs and expectations of  subordinates, the greater the number of  matches 

that are likely to exist and be maintained in the psychological contract. This, in turn, 

can positively impact the direction, intensity, and persistence of  motivation in the 

organization.    

 Reviewing Motivation  

 In this chapter, a number of popular theories of motivation are portrayed. The theo-

ries typically are pitted against one another in the literature. This is unfortunate, since 

each approach can help managers better understand workplace motivation. Each ap-

proach attempts to organize, in a meaningful manner, major variables associated with 

explaining motivation in work settings. The content theories are individual-oriented in 

that they place primary emphasis on the characteristics of people. Each of the process 

theories has a specific orientation. Expectancy theory places emphasis on individual, 

job, and environmental variables. It recognizes differences in needs, perceptions, and 

beliefs. Equity theory primarily addresses the relationship between attitudes toward 

inputs and outputs and reward practices. Goal-setting theory emphasizes the cognitive 

processes and the role of intentional behavior in motivation. 

   This chapter suggests that instead of  ignoring motivation, managers must take an 

active role in motivating their employees. Four specific conclusions are offered 

here: 

  1.   Managers can influence the motivation state of employees. If  performance needs to 

be improved, then managers must intervene and help create an atmosphere that 

encourages, supports, and sustains improvement.  

   2.   Managers should be sensitive to variations in employees’ needs, abilities, and goals. 

Managers also must consider differences in preferences (valences) for rewards.  
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   3.   Continual monitoring of  needs, abilities, goals, and preferences of  employees is 

each individual manager’s responsibility and is not the domain of  personnel/

human resource managers only.  

   4.   Managers need to work on providing employees with jobs that offer task challenge, 

diversity, and a variety of opportunities for need satisfaction.    

   In simple terms, the theme of  our discussion of  motivation is that the  manager 

needs to be actively involved.  If  motivation is to be energized, sustained, and directed, 

managers must know about needs, intentions, preferences, goals, and comparisons, 

and they must act on that knowledge. Failure to do so will result in many missed op-

portunities to help motivate employees in a positive manner.      

THE ETHICAL WAY TO MANAGE?

The strongest argument for participation is that it’s natural 

for people to want to participate in those matters (e.g., goals 

for the department, salary increases, etc.) that impact them. 

When managers and supervisors make decisions without 

such input, employees often feel frustrated and powerless 

at the workplace, and in our opinion, this is an ethically 

undesirable situation. Those who argue against employee 

participation in decision making point out that decades of 

research do not indicate that participation leads to improved 

employee morale and job satisfaction in all situations. In 

fact, they point out that in many cases authoritative methods 

lead to similar improvements in productivity. That being said, 

we still believe that participation is a “net positive” that has 

many beneficial effects not only for the employees but also 

for their organizations.

Y O U  B E  T H E  J U D G E  C O M M E N T

Summary of 
Key Points  

   •   Motivation is made up of  at least three distinct components.  Direction  refers to 

what an individual chooses to do when presented with a number of possible alter-

native courses of action.  Intensity  relates to the strength of the individual’s response 

once the choice (direction) is made. Finally,  persistence  refers to the staying power 

of behavior, or how long a person will continue to devote effort.  

•     Maslow’s theory of motivation suggests that individuals’ needs are arranged in a hi-

erarchical order of importance and that people will attempt to satisfy the more basic 

(lower-level) needs before directing behavior toward satisfying higher-level needs. 

Maslow’s five need levels, from lowest to highest, are (1) physiological, (2) safety and 

security, (3) belongingness, social, and love, (4) esteem, and (5) self-actualization.     

•       Alderfer’s ERG theory is a need hierarchy comprised of three sets of  needs:  exis-

tence, relatedness,  and  growth.  In addition to the satisfaction-progression process 

Maslow describes, Alderfer suggests that if  a person is continually frustrated in try-

ing to satisfy one level of need, he or she may regress to the next lowest level need.  

•     Herzberg’s research suggests that there are two important sets of  factors.  Motiva-

tors  are intrinsic conditions and include achievement, recognition, and responsibil-

ity.  Hygiene factors  are extrinsic conditions and include salary, working conditions, 

and job security. In Herzberg’s view, it is only the motivators that contribute to 

satisfaction and thus have the power to provide motivation.  

•     McClelland has developed a descriptive set of  factors that reflect a high need for 

achievement. These are: (1) the person likes to take responsibility for solving prob-

lems; (2) the person tends to set moderate achievement goals and is inclined to take 

calculated risks; and (3) the person desires feedback on performance.  
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•     Key terms in expectancy theory include instrumentality, valence, and expectancy. 

 Instrumentality  refers to the strength of a person’s belief  that achieving a specific 

result or outcome will lead to attaining a secondary outcome.  Valence  refers to a 

person’s preference for attaining or avoiding a particular outcome.  Expectancy  re-

fers to a person’s belief  regarding the likelihood or subjective probability that a 

particular behavior will be followed by a particular outcome.  

•     The essence of  equity theory is that employees compare their job inputs and out-

puts with those of others in similar work situations.  Inputs  are what an individual 

brings to the job and include skills, experiences, and effort, among others.  Out-

comes  are what a person receives from a job and include recognition, pay, fringe 

benefits, and satisfaction, among others.  

•     The key steps in applying goal setting are: (1) diagnosis for readiness; (2) preparing 

employees via increased interpersonal interaction, communication, training, and 

action plans for goal setting; (3) emphasizing the attributes of goals that should be 

understood by a manager and subordinates; (4) conducting intermediate reviews to 

make necessary adjustments in established goals; and (5) performing a final review 

to check the goals set, modified, and accomplished.  

  •   Employee expectations of what the organization will give them, what they owe the 

organization, and the organization’s expectation of what it will give to and receive 

from employees constitute the psychological contract. A  psychological contract  is 

an unwritten agreement between the individual and the organization that specifies 

what each expects to give to and receive from the other.      

   1.   Why is it important for a manager to consider the various components of motiva-

tion when diagnosing motivation problems? Is any one of the components more 

or less important than any of the others? Explain.  

   2.   Which of the content theories discussed in the chapter do you believe offers the 

best explanation of motivation? Which of  the process theories? Overall, do you 

feel the content approach or the process approach best explains motivation?  

   3.   Motivation is just one of several factors that influence productivity. What other 

factors were discussed in this chapter? What is the relationship between these fac-

tors and motivation?  

   4.   What implications does Herzberg’s two-factor theory have for the design of orga-

nizational reward systems? How can the theory be used to explain differences in 

the three components of motivation?  

   5.   Assume you are a global manager responsible for an international subsidiary that 

has employees from many parts of  the world—China, India, Morocco, Brazil, 

and Spain. How will you go about learning how to motivate these individuals to 

perform their jobs well? Which of the motivation theories discussed in this chap-

ter can help you to understand their work attitudes and behaviors?  

   6.   As a manager, would you prefer the people for whom you are responsible to be 

extrinsically or intrinsically motivated? Explain.  

   7.   Think about a challenging work or school project that you have had to undertake. 

How did you motivate yourself  to tackle the project? Were there times when you 

felt the project was too difficult? Maybe you even wanted to give up? What factors 

 Review and 

Discussion 

Questions  



 

(internal and external) kept you motivated so that you could successfully com-

plete the project?  

   8.   How important a role does perception play in determining whether an employee 

is receiving equitable treatment? What kinds of things might a manager do to in-

fluence those perceptions?  

   9.   Goal setting can be a difficult system to implement effectively. What kinds of 

problems might be encountered in attempting to install a goal-setting program in 

an organization? As a manager, what would you do to minimize the likelihood 

you would encounter these problems?  

  10.   Is there a psychological contract between the students enrolled in this course and 

the instructor? What are some of the specifics of this contract? How was the con-

tract determined?     

   Each person is to work alone for at least 30 minutes 

with this exercise. After sufficient time has elapsed 

for each person to work through the exercise, the in-

structor will go over each goal and ask for comments 

from the class or group. The discussion should dis-

play the understanding of  goals that each partici-

pant has and what will be needed to improve his or 

her goal-writing skills. 

   Writing and evaluating goals seem simple, but they 

are often not done well in organizations. The press of 

time, previous habits, and little concern about the 

 attributes of  a goal statement are reasons goals 

are often poorly constructed. Actually, a number of 

guidelines should be followed in preparing goals. 

  1.   A well-presented goal statement contains four 

 elements:  

  a.   An action or accomplishment verb.  

  b.   A single and measurable result.  

  c.   A date of completion.  

  d.   A cost in terms of effort, resources, or money, 

or some combination of these factors.    

  2.   A well-presented goal statement is short; it is not a 

paragraph, but should be presented in a sentence.  

  3.   A well-presented goal statement specifies only 

what and when and doesn’t get into how or why.  

  4.   A well-presented goal statement is challenging 

and attainable. It should cause the person to 

stretch his or her skills, abilities, and efforts.  

  5.   A well-presented goal statement is meaningful 

and important. It should be a priority item.  

  6.   A well-presented goal statement must be accept-

able to you so that you will try hard to accomplish 

the goal. The goal statement model should be:    

   To (action or accomplishment verb) (single re-

sult) by (a date—keep it realistic) at (effort, use of 

what resource, cost). 

   An example for a production operation: 

 To reduce the production cost per unit of mint 

toothpaste by at least 3 percent by March 1, at a 

changeover of equipment expense not to exceed 

$45,000.   

   Examine the next four statements that are presented 

as goal statements. Below each goal, write a critique of 

the statement. Is it a good goal statement? Why? Dis-

cuss your viewpoints in the class group discussion. 

  1.   To reduce my blood pressure to an acceptable 

level.  

  2.   To make financial investments with a guaranteed 

minimum return of at least 16 percent.  

  3.   To spend a minimum of 45 minutes a day on a 

doctor-approved exercise plan, starting Monday, 

lasting for six months, at no expense.  

  4.   To spend more time reading nonwork-related 

novels and books during the next year.        

Exercise

Exercise 5.1: Goal Setting—How to Do It
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Reality Check

Now how much do you know about motivation?

 6. ______________ motivational theories describe, explain, and analyze how behavior is energized, 

directed, sustained, and stopped.

a. Current

b. Process

c. Developmental

d. Content

 7. True or false: According to Maslow, “safety and security” needs are higher in the need hierar-

chy than “esteem” needs.

a. True

b. False

 8. ______________ is an area of organizational science research that focuses on the perceived 

fairness of the communication provided to employees from authorities.

a. Procedural justice

b. Informational justice

c. Interpersonal justice

d. None of these (a–c) are correct.

 9. True or false: McClelland’s learned needs theory states that motivation is closely linked to learn-

ing concepts, and the three learned needs that individuals can possess are the need for achieve-

ment, affiliation, and power.

a. True

b. False

10. According to equity theory, if an employee feels that she or he is not being treated fairly (e.g., 

paid less than a co-worker who does not perform well), then this person will try to restore equity 

by ______________.

a. sabotaging the work of the co-worker who receives a higher salary

b. changing outcomes (e.g., asking the supervisor for a pay raise)

c. changing inputs (e.g., putting less time in at work)

d. Both b and c are correct.

REALITY CHECK ANSWERS

   Before     After     

   1. b  2. a  3. b  4. c  5. d     6. b  7. b  8. b  9. a  10. d   

   Number Correct     Number Correct   

       _________       _________       

 Rigid rankings hinder the teamwork and risk-taking 

necessary for innovation. But what combination of 

methods works best? 

   Holiday shopping, year-end deadlines, and emo-

tional family dramas aren’t the only stresses in 

 December. ’Tis the season for companies to embark 

on that dreaded annual rite, the often bureaucratic 

and always time-consuming performance review. 

The process can be brutal: As many as one-third of 

U.S. corporations evaluate employees based on 

 Case 

 Case 5.1:  Comparing Co-Workers against Each Other: 

Does This Motivate Employees?  
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 systems that pit them against their colleagues, and 

some even lead to the firing of low performers. 

   Fans say such “forced ranking” systems ensure 

that managers take a cold look at performance. But 

the practice increasingly is coming under fire. Fol-

lowing a string of discrimination lawsuits from em-

ployees who believe they were ranked and yanked 

based on age and not merely their performance, 

fewer companies are adopting the controversial 

management tool. Critics charge that it unfairly pe-

nalizes groups made up of stars and hinders collab-

oration and risk-taking, a growing concern for 

companies that are trying to innovate their way to 

growth. And a new study calls into question the 

long-term value of  forced rankings. “It creates a 

 zero-sum game, and so it tends to discourage coop-

eration,” says Steve Kerr, a managing director at 

Goldman Sachs Group Inc., who heads the firm’s 

leadership training program. 

   Even General Electric Co., the most famous pro-

ponent of the practice, is trying to inject more flexi-

bility into its system. Former Chief  Executive Jack 

Welch required managers to divide talent into three 

groups—a top 20 percent, a middle 70 percent, and a 

bottom 10 percent, many of whom were shown the 

door. More than a year ago, GE launched a proac-

tive campaign to remind managers to use more com-

mon sense in assigning rankings. “People in some 

locations take [distributions] so literally that judg-

ment comes out of the practice,” says Susan P. Peters, 

GE’s vice president for executive development. 

   Striking that balance between strict yardsticks 

and managerial judgment is something every com-

pany, from GE to Yahoo! to American Airlines, is 

grappling with today. But finding a substitute for a 

rigid grading system is not an easy task. It drives 

truth into a process frequently eroded by grade in-

flation and helps leaders identify managers who are 

good at finding top talent. 

   That’s one reason GE isn’t abandoning its system. 

But it has removed all references to the 20/70/10 split 

from its online performance management tool and 

now presents the curve as a set of guidelines. The com-

pany’s 200,000 professional employees tend to fall into 

Welch’s categories anyway, but individual groups are 

freer to have a somewhat higher number of “A” play-

ers or even, says Peters, no “bottom 10s.” Even those 

low achievers are getting kinder treatment, from a new 

appellation—the “less effectives”—to more specific 

coaching and intervention than in the past. 

   The changes are key for a company trying to 

evolve its culture from a Six Sigma powerhouse to 

one that also values innovation. Tempering such 

rigid performance metrics, says Peters, “enables in-

dividuals and organizations to be more comfortable 

with risk-taking and with failure.” To drive that 

point home, the company’s top 5,000 managers were 

evaluated for the first time this year on five traits, 

such as imagination and external focus, that repre-

sent the company’s strategic goals. 

   Separating stars from slackers remains a long-

standing part of  GE’s performance-driven culture. 

But for most companies, especially those without 

such cultures, the benefits of adopting a forced rank-

ing system are likely to dissipate over the long term. 

   A recent study lends hard data to that theory. 

Steve Scullen, an associate professor of management 

at Drake University in Des Moines, Iowa, found 

that forced ranking, including the firing of the bot-

tom 5 percent or 10 percent, results in an impressive 

16 percent productivity improvement—but only over 

the first couple of years. After that, Scullen says, the 

gains drop off, from 6 percent climbs in the third 

and fourth years to basically zero by year 10. “It’s a 

terrific idea for companies in trouble, done over one 

or two years, but to do it as a long-term solution is 

not going to work,” says Dave Ulrich, a business 

professor at the University of  Michigan at Ann 

 Arbor. “Over time it gets people focused on compet-

ing with each other rather than collaborating.” 

   Yahoo!, too, was looking for better dialogue and 

less demoralizing labels when it substantially changed 

its rating system, which compared employees’ perfor-

mance to an absolute standard rather than to each 

other. Libby Sartain, Yahoo!’s senior vice president 

for human resources, knew that review discussions at 

the Sunnyvale, California, tech leader frequently in-

cluded the wink-wink “I wanted to put you here, but 

I was forced by human resources to do something 

different” comment that discredits so many apprais-

als. Yahoo! stripped away its performance labels, 

partly in hopes that reviews would center more on 

substance and less on explaining away a grade. 

   But that doesn’t mean Yahoo! went all Pollyanna 

on its employees. To do a better job of finding and 

showering top performers with the rewards neces-

sary to keep them from jumping ship in talent-tight 

Silicon Valley, the company also instituted a “stack-

ranking” system to determine how compensation 

increases are distributed. It asks managers to rank 
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employees within each unit—a group of  20 people 

would be ranked 1 through 20, for example—with 

raises and bonuses distributed accordingly. During 

reviews, employees are told how their increases gen-

erally compare to those of others. 

   Some Yahoo! managers are livid about the new 

system. “It’s going to kill morale,” laments one 

 senior engineering manager who says he’s getting a 

stronger message to cull his bottom performers. 

 Yahoo! says its new program doesn’t automatically 

weed out a bottom group and was designed specifi-

cally to reward its stars. 

   Indeed, what Yahoo! has introduced in place of its 

old system shows how hard it is for companies to find 

ways to foster merit-driven cultures that coddle stand-

outs while staying tough on low performers. Whether 

a company calls it stack ranking, forced ranking, 

or differentiation, “there’s no magic process,” says 

Sartain. “We just want to make sure we’re making 

our bets and that we’re investing in the people we 

most want to keep. That’s what this is all about.”  

 Best-Practice Ideas  

 Review season is here, with all the time-consuming bu-

reaucracy and stress that come with it. Here are five 

ideas to help put performance back into the process:  

 Meet More Often 

 Time-strapped managers may sound a collective 

groan, but year-end reviews on their own are hardly 

enough. The best managers meet at least three times 

a year, if  not four—once to set goals, once or twice 

for an update, and finally, to review—with many in-

formal check-ins in between. In this quickly shifting 

economy, goals may change, and fewer surprises will 

surface at year-end.   

 Make Room for Risk 

 As innovation trumps efficiency, some compa-

nies—including GE—are putting some wiggle 

room into their rankings and ratings. But more 

flexible guidelines have to have teeth, too: Low-

performing units shouldn’t get more than their 

share of  top grades, for example. Exceptions should 

go to people who set aggressive goals and come 

close to achieving them.   

 Adjust Goals along with Grades 

 While many companies use “calibration” sessions to 

check that performance assessments level out among 

different managers, less than 10 percent fine-tune 

up-front goals across groups, according to Hewitt 

Associates.   

 Choose Words Wisely 

 Whether or not you strip the labels off your perfor-

mance reviews entirely, as Yahoo! has, faint-praise 

terms such as “fully satisfies” make essential B-players 

feel like also-rans. Try “strong” or “successful” to drive 

home their value.   

 Build Trust 

 With so much focus on the tools and tricks of  per-

formance management, it’s easy to lose sight of what 

really matters: the conversation. The University of 

Michigan’s Dave Ulrich suggests putting three sim-

ple words—“help me understand”—in front of 

 difficult feedback.   

 Questions  

  1.   What’s your opinion regarding forced ranking 

performance appraisals? Do they motivate em-

ployees? Explain.  

  2.   How would equity theory explain some employees’ 

negative reactions to forced rankings?  Explain.  

  3.   Based on Chapter 5, if  you decided not to use 

forced rankings at your company, how would you 

motivate employees?        

Source:  Adapted from Sarah Boehle, “Keep Forced Ranking Out of 

Court,”  Training  45, no. 5 (June 2008), pp. 44–46; Paul Falcone, “Big-

Picture Performance Appraisal,”  HR Magazine  52, no. 8 (August 

2007), pp. 99–100; and Jena McGregor, “The Struggle to Measure 

Performance,”  BusinessWeek,  January 9, 2006, pp. 26–27.   
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 Job Design, Work, 
and Motivation   
 Learning Objectives 

 After completing Chapter 6, you should be able to: 

  •   Describe  the relationship between job 

 design and quality of work life. 

  •   Identify  the key elements linking job design 

and performance. 

  •   Define  the term  job analysis.  

  •   Compare  the job design concepts of range 

and depth. 

  •   Describe  what is meant by perceived job 

content. 

  •   Identify  the different types of job perfor-

mance outcomes. 

  •   Compare  job rotation with job enlargement. 

  •   Discuss  several approaches to job 

 enrichment.    

 Earlier chapters have shown that a multitude of factors may affect job performance: 

Skills and abilities, perceptions, attitudes, and personality characteristics are all ex-

amples of  previously discussed individual differences that play a role in shaping per-

formance. Additionally, the direction, intensity, and persistence of  an individual’s 

motivation play a critical role, as does the evaluation and reward system that is used. 

In this chapter we will examine another critical variable: job design. 

 The jobs that people perform in organizations are the building blocks of all organi-

zation structures. The phrase  Let’s get organized!  usually means that we need to clarify 

what job each individual should be doing. But we are also interested in understanding 

the causes of effective and ineffective job performance. 

 A major cause of effective job performance is job design, which refers to the process 

by which managers decide what job tasks and how much authority each employee will 

have. Apart from the very practical issues associated with job design (that is, issues 

that relate to effectiveness in economic, political, and monetary terms), we can appre-

ciate its importance in social and psychological terms. Jobs can be sources of psycho-

logical stress and even mental and physical impairment. On a more positive note, jobs 

can provide income, meaningful life experiences, self-esteem, esteem from others, reg-

ulation of our lives, and association with others. Thus, the well-being of organizations 

and people relates to how well management designs jobs.  

  This chapter describes some of the many theories and practices that deal with job 

design and redesign. We must understand the implication of the term  job redesign  in 

the context of our discussion. It means that management has decided it’s worthwhile 

to reconsider what employees are expected to do on the job. In some instances, the 

redesign effort may be nothing more than requiring the individual to use a smart 

phone rather than a desk phone to answer customer service inquiries. In other 

 instances, the redesign effort may require the individual to work with other employees 

   C H A P T E R  S I X 
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Reality Check

How much do you know about job design?

1. Which of the following factors is not part of the job characteristics model?

a. Skill variety

b. Task identity

c. Extrinsic motivation

d. Autonomy

2. Intrinsic motivation refers to an employee’s  to achieve outcomes from the ap-

plication of individual ability and talent.

a. goal-directed behavior

b. willingness

c. empowerment

d. force of will

3. The  describes jobs in terms of what the worker does in relation to data, people, 

and jobs; what methods and techniques the worker uses; and what machines, tools, and equip-

ment the worker uses.

a. position analysis questionnaire (PAQ)

b. process job analysis (PJA)

c. functional job analysis (FJA)

d. data utilization analysis (DUA)

4. True or false: “Job depth” is the number of operations that an employee performs to complete a 

job task.

a. True

b. False

5. Managers can help facilitate  by providing employees with direct feedback and 

learning opportunities, while also offering them unique jobs and the chance to control some 

 aspects of their schedule and control over resources.

a. job enrichment

b. job circulation

c. job modification

d. job rotation

in a team effort rather than to work alone on the task. The contemporary trend in 

organizations is to redesign jobs that require individuals to work together in groups. 

In some instances, these are virtual groups whose members are located in different 

parts of the country and world. Whether Americans can work effectively in groups is 

the controversial issue. 

 In contrast to job redesign,    job design    refers to the first instance in which manage-

ment creates a job by specifying its duties and responsibilities. But with the passage of 

time and the development of new tools and processes, management’s expectations for 

that job will change (i.e., it will be redesigned). We should understand job design to be 

an ongoing, dynamic process.  Thus, we will use the term job design to refer to any and 

all managerial efforts to create jobs whether initially or subsequently.       

      We begin the discussion of job design by introducing the issue of quality of work 

life. As is apparent to anyone who has ever worked, what we do on the job plays a 

major role in our social, health, and psychological statuses as well as our economic 

standing. After introducing the relationships between job design and quality of work 

life, we’ll address the more technical aspects of job design.  

job design 
The process by which 

managers decide indi-

vidual job tasks and 

authority. 
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 Job Design and Quality of Work Life  

 The concept of    quality of work life    (QWL) is widely used to refer to “a philosophy of 

management that enhances the dignity of all workers; introduces changes in an orga-

nization’s culture; and improves the physical and emotional well-being of employees 

(e.g., providing opportunities for growth and development).” 1  Indicators of quality of 

work life include accident rates, sick leave usage, employee turnover, stress, and num-

ber of  grievances filed. 2  In some organizations, QWL programs are intended to in-

crease employee trust, involvement, and problem solving so as to increase both worker 

satisfaction and organizational effectiveness. 3  Thus, the concept and application of 

QWL are broad and involve more than jobs, but the jobs that people do are important 

sources of satisfaction. It is not surprising to find that the quality of work life concept 

embodies theories and ideas of  the human relations movement of  the 1950s and the 

job enrichment efforts of  the ’60s and ’70s. It also has been partially responsible for 

inspiring research and interest in work–family conflict issues in the 1980s to today. 4     

      The continuing challenge to management is to provide for quality of work life and 

to improve production, quality, and efficiency through revitalization of business and 

industry. At present, the trade-offs between the gains in human terms from improved 

quality of  work life and the gains in economic terms from revitalization aren’t fully 

known. Some believe that we must defer quality of work life efforts so as to make the 

American economy more productive and efficient. 5  Others observe that the sense of 

urgency to become more competitive in domestic and global trade presents opportuni-

ties to combine quality of life and reindustrialization efforts. 6  To those ends, job  design 

can play a vital role. 

   Job design attempts (1) to identify the most important needs of employees and the 

organization and (2) to remove obstacles in the workplace that frustrate those needs. 

Managers hope that the results are jobs that fulfill important individual needs and 

contribute to individual, group, and organizational effectiveness. Managers are, in 

fact, designing jobs for teams and groups. Some studies have reported that employees 

who participate in teams get greater satisfaction from their jobs. 7  But other studies 

report contrary results. 8  So we’re left with the uncomfortable, but realistic, conclusion 

that quality of work life improvements through job design cannot be ensured in spe-

cific instances. Obviously, designing jobs is complex. This chapter reviews the impor-

tant theories, research, and practices of  job design. As will be seen, contemporary 

management has at its disposal a wide range of techniques that facilitate the achieve-

ment of personal and organizational performance.    

 A Conceptual Model of Job Design  

 The conceptual model in  Exhibit 6.1  is based upon extensive research and practical 

experience. The model includes the various terms and concepts appearing in the cur-

rent literature. When linked together, these concepts describe the important determi-

nants of  job performance and organizational effectiveness. The model takes into 

account a number of sources of complexity. It recognizes that individuals react differ-

ently to jobs. While one person may derive positive satisfaction from a job, another 

may not. It also recognizes the difficult trade-offs between organizational and indi-

vidual needs. For example, the technology of manufacturing (an environmental differ-

ence) may dictate that management adopt assembly-line mass production methods 

and low-skilled jobs to achieve optimal efficiency. Such jobs, however, may result in 

  quality of work life  
 Management philoso-

phy and practice that 

enhance employee dig-

nity, introduce cultural 

change, and provide op-

portunities for growth 

and development. 
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great unrest and worker discontent. Perhaps these costs could be avoided by carefully 

balancing organizational and individual needs. 

   The ideas reflected in Exhibit 6.1 are the bases for this chapter. We’ll present each 

important cause or effect of  job design, beginning with the end result of  job design, 

 job performance.     

 Job Performance Outcomes  

 Job performance includes a number of outcomes. In this section we’ll discuss perfor-

mance outcomes that have value to the organization and to the individual.  

 Objective Outcomes 

 Quantity and quality of  output, absenteeism, tardiness, and turnover are objective 

outcomes that can be measured in quantitative terms. For each job, implicit or explicit 

standards exist for each of  these objective outcomes. Industrial engineering studies 

establish standards for daily quantity, and quality control specialists establish toler-

ance limits for acceptable quality. These aspects of job performance account for char-

acteristics of the product, client, or service for which the jobholder is responsible. But 

job performance includes other outcomes.   

 Personal Behavior Outcomes 

 The jobholder reacts to the work itself. She reacts by either attending regularly or 

 being absent, by staying with the job or by quitting. Moreover, physiological and 

health-related problems can ensue as a consequence of job performance. Stress related 

to job performance can contribute to physical and mental impairment; accidents 

and occupation-related disease can also result. 

   Intrinsic and Extrinsic Outcomes 

 Job outcomes include intrinsic and extrinsic work outcomes. The distinction between 

intrinsic and extrinsic outcomes is important for understanding people’s reactions to 

their jobs. In a general sense, an intrinsic outcome is an object or event that follows 

from the worker’s own efforts and doesn’t require the involvement of  any other per-

son. More simply, it’s an outcome clearly related to action on the worker’s part. Con-

temporary job design theory defines  intrinsic motivation  in terms of  the employee’s 

Job
analysis

Job
design

Perceived
job content

Job
performance

Job
context

Social setting
differences

Job
requirements

Individual
differences

Job
content

EXHIBIT 6.1
Job Design and Job 

Performance
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“empowerment” to achieve outcomes from the application of  individual ability and 

talent. 9  Such outcomes typically are thought to be solely in the province of  profes-

sional and technical jobs; yet all jobs potentially have opportunities for intrinsic out-

comes. Such outcomes involve feelings of  responsibility, challenge, and recognition; 

they result from such job characteristics as variety, autonomy, identity, and signifi-

cance. 10  The Global OB on page 156 highlights the desire of many employees to have 

significant jobs that allow them to make a difference in other people’s lives. 

   Extrinsic outcomes, however, are objects or events that follow from the workers’ 

own efforts in conjunction with other factors or persons not directly involved in the 

job itself. Pay, working conditions, co-workers, and even supervision are objects in 

the workplace that are potentially job outcomes, but that aren’t a fundamental part 

of  the work. Dealing with others and friendship interactions are sources of  extrinsic 

outcomes. 

   Most jobs provide opportunities for both intrinsic and extrinsic outcomes, so we 

must understand the relationship between the two. It’s generally held that extrinsic 

rewards reinforce intrinsic rewards in a positive direction when the individual can at-

tribute the source of the extrinsic reward to her own efforts. For example, a pay raise 

(extrinsic reward) increases feeling good about oneself  if  the cause of  the raise is 

thought to be one’s own efforts and competence and not favoritism by the boss. This 

line of reasoning explains why some individuals get no satisfaction out of sharing in 

the gains derived from group effort rather than individual effort. 11    

 Job Satisfaction Outcomes 

    Job satisfaction    depends on the levels of  intrinsic and extrinsic outcomes and how the 

jobholder views those outcomes. These outcomes have different values for different 

people. For some people, responsible and challenging work may have neutral or even 

negative value depending upon their education and prior experience with work pro-

viding intrinsic outcomes. 12  For other people, such work outcomes may have high 

positive values. People differ in the importance they attach to job outcomes. Those 

differences alone would account for different levels of  job satisfaction for essentially 

the same job tasks. For example, one company that has initiated management sys-

tems intended to provide employees with a great deal of  opportunity for exercising 

judgment and making decisions has found many individuals unable or unwilling to 

work for it. The company, W. L. Gore & Associates, has been the subject of  consider-

able interest among those who advocate employee empowerment. 13  W. L. Gore en-

courages employees to spend “dabble time” on projects that they believe are 

interesting and promising. Employees name their own project leaders, who then go 

through a review process to determine which new projects receive funding. This 

employee-driven approach led recently to the development of a high-tech guitar string 

(using the same polymer from Gore-Tex fabric); this string is outselling the competi-

tive brand by two to one. 14     

      Other important individual differences include job involvement and commit-

ment to the organization. 15  People differ in the extent to which (1) work is a central 

life interest, (2) they actively participate in work, (3) they perceive work as central to 

self-esteem, and (4) they perceive work as consistent with self-concept. Persons who 

are not involved in their work or the organizations that employ them cannot be 

expected to realize the same satisfaction as those who are. This variable accounts 

for the fact that two workers could report different levels of  satisfaction for the 

same performance levels. 

  job satisfaction  
 An attitude that work-

ers have about their 

jobs. It results from 

their perception of 

the jobs. 
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   A final individual difference is the perceived equity of  the outcome in terms of 

what the jobholder considers a fair reward. 16  If  outcomes are perceived to be unfair in 

relation to those of  others in similar jobs requiring similar effort, the jobholder will 

experience dissatisfaction and seek means to restore the equity, either by seeking 

greater rewards (primarily extrinsic) or by reducing effort. 

   Thus, we see that job performance includes many potential outcomes. Some are of 

primary value to the organization—the objective outcomes, for example. Other out-

comes (such as job satisfaction) are of primary importance to the individual. Job per-

formance is a complex variable that depends upon the interplay of numerous factors. 

Managers can make some sense of the issue by understanding the motivational impli-

cations of jobs through the application of job analysis. 17      

 Job Analysis  

 The purpose of     job analysis    is to provide an objective description of  the job itself. 18  

The result of a job analysis is a job description. Individuals who perform job analysis 

gather information about three aspects of all jobs: job content, job requirements, and 

job context. A major source of  information about job content can be found on the 

O*NET, a comprehensive and flexible, Internet-accessible database created by the U.S. 

Department of Labor, that describes occupations. 19  Many different job analysis meth-

ods help managers accomplish this task. One study suggests that these methods can be 

classified into four categories (mechanistic, motivational, biological, and perceptual-

motor) depending upon the primary focus and intent. 20  Here we’ll be concerned only 

with understanding the three general aspects of all jobs. 21     

     Job Content 

    Job content    refers to the activities required of the job. Depending upon the specific job 

analysis used, this description can be broad or narrow in scope. The description can 

vary from general statements of  job activities down to highly detailed statements of 

each and every hand and body motion required to do the job. One widely used method, 

   functional job analysis    (FJA), describes jobs in terms of:    

      1.   What the worker does in relation to data, people, and jobs.  

  2.   What methods and techniques the worker uses.  

  3.   What machines, tools, and equipment the worker uses.  

  4.   What materials, products, subject matter, or services the worker produces.   

   The first three aspects relate to job activities. The fourth aspect relates to job per-

formance. FJA provides descriptions of jobs that can be the bases for classifying jobs 

according to any one of the four dimensions. In addition to defining what activities, 

methods, and machines make up the job, FJA also defines what the individual doing 

the job should produce. FJA can, therefore, be the basis for defining standards of per-

formance. Research on this popular and widely used job analysis method suggests it is 

a valid approach to analyzing jobs. 22    

 Job Requirements 

 Job requirements refer to education, experience, licenses, and other personal charac-

teristics that are expected of  an individual if  he’s to perform the job content. In re-

cent years, the idea has emerged that job requirements should also identify skills, 

  job analysis  
 The description of 

how one job differs 

from another in terms 

of the demands, activi-

ties, and skills required. 

  job content  
 The factors that define 

the general nature of a 

job.    

  functional job analysis  
 A method of job anal-

ysis that focuses atten-

tion on the worker’s 

specific job activities, 

methods, machines, 

and output. The 

method is used widely 

to analyze and classify 

jobs.    
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abilities, knowledge, and other personal characteristics required to perform the job 

content in the particular setting. One widely used method,    position analysis question-
naire (PAQ)   , takes into account these human factors through analysis of  the following 

job aspects:    

      1.   Information sources critical to job performance.  

  2.   Information processing and decision making critical to job performance.  

  3.   Physical activity and dexterity required by the job.  

  4.   Interpersonal relationships required by the job.  

  5.   Reactions of individuals to working conditions. 23    

   The position analysis questionnaire can be adapted to jobs of  all types, including 

managerial jobs. 24    

 Job Context 

    Job context    refers to factors such as the physical demands and 

working conditions of the job, the degree of accountability 

and responsibility, the extent of supervision required or exer-

cised, and the consequences of error. Job context describes the 

environment within which the job is to be performed.    

      Numerous methods exist to perform job analysis. Different 

methods can give different answers to important questions 

such as, “How much is the job worth?” 25  Thus, selecting the 

method for performing job analysis isn’t trivial—it’s one of the 

most important decisions in job design. 26  Surveys of expert job 

analysts’ opinions bear out the popularity of PAQ and FJA. 27   

      Job Analysis in Different Settings 

 People perform their jobs in a variety of settings—too many 

to discuss them all. We’ll instead discuss two significant job 

settings: the factory and the office. One has historical signifi-

cance; the other has future significance.  

 Jobs in the Factory 

 Job analysis began in the factory. Industrialization created 

the setting in which individuals perform many hundreds of 

specialized jobs. The earliest attempts to do job analysis fol-

lowed the ideas advanced by the proponents of  scientific 

management. They were industrial engineers who, at the 

turn of  the 20th century, began to devise ways to analyze 

industrial jobs. The major theme of scientific management is 

that objective analyses of  facts and data collected in the 

workplace can provide the bases for determining the one best 

way to design work. 28  Even though Taylor was writing  almost 

100 years ago, his advice to managers still has considerable 

validity as noted in the Management Pointer. 29  

 Scientific management produced many techniques in cur-

rent use. Motion and time study, work simplification, and 

standard methods are at the core of  job analysis in factory 

  position analysis 

questionnaire (PAQ)  
 A method of job anal-

ysis that takes into ac-

count the human, task, 

and technological fac-

tors of jobs and job 

classes. 

  job context  
 The physical environ-

ment and other work-

ing conditions, along 

with other factors con-

sidered to be intrinsic 

to a job. 

ADVICE ON WHAT MANAGERS SHOULD DO 

FROM F.W.  TAYLOR

F.W. Taylor stated that managers should under-

take specific activities if they were to be effec-

tive. In fact, he noted four distinct principles they 

should adopt as follows:

First: Develop a science for each element of a 

man’s work that replaces the old rule-of-thumb 

method (current application: perform a job 

 analysis).

Second: Scientifically select and then train, 

teach, and develop the workman, whereas in the 

past he chose his own work and trained himself 

as best he could (current application: use valid 

selection and training methods).

Third: Heartily cooperate with the men so as 

to ensure that all of the work is done in accor-

dance with the principles of the science that has 

been developed (current application: support 

and guide subordinates).

Fourth: There is almost an equal division of 

the work and the responsibility between man-

agement and workmen. Management takes over 

all work for which it’s better fitted than workmen, 

while in the past, almost all of the work and the 

greater part of the responsibility were thrown 

upon workmen (current application: managers 

should manage).

These four principles express the theme of sci-

entific management methods. Management should 

take into account task and technology to deter-

mine the best way for each job to be performed 

and then train people to do the job that way.

Management Pointer
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settings. Although the mechanistic approach to job analysis is widespread, many 

 service organizations as well as manufacturers are discovering some of  the negative 

consequences of jobs that are overly routine. 30   

    Consequently, many organizations are turning away from the idea of  one person 

doing one specialized job. As we’ll learn later in the chapter, many manufacturing 

firms now analyze jobs to determine the extent to which content and requirements can 

be increased to tap a larger portion of the individual’s talents and abilities.   

 Jobs in the Service Economy 

 In the short space of  time since the advent of  scientific management, the American 

economy has shifted from being factory-oriented to being dominated by services 

and knowledge management. This new economy is characterized by rapidly chang-

ing business and employment conditions, often brought about by intense pressure 

from domestic and global competitors; cost containment; downsizing; and techno-

logical breakthroughs. Breakthroughs in automation, robotics, and computer- 

assisted manufacturing, coupled with U.S. companies’ increased use of  offshore 

manufacturing in countries with lower labor costs, have reduced the overall number 

of  manufacturing jobs in the United States. Evidence of  this shift from a manufac-

turing to service economy can be found in analyses conducted by the U.S. Bureau of 

Labor Statistics, which report that over a 20-year period (1996–2016), approximately 

1.6 million manufacturing jobs in the United States will be lost. In contrast, more 

than 33.2 million jobs in service and professional areas are expected to be created 

during that same 20-year period. 31  The following service sectors are poised for 

MAKING A PROSOCIAL DIFFERENCE: 

IS IT MOTIVATIONAL?

Most would agree that firefighters, teachers, and doctors make a 

difference in the lives of others. What about managers and em-

ployees who work for businesses such as social networking Web 

sites, multinational banks, and global clothing manufacturers: Do 

they make a difference, too? Do they want to make a difference? 

Research suggests that many people want their efforts at work to 

make a positive difference in other people’s lives. For example, 

managers often feel good about “protecting” their subordinates 

from unfair decisions (e.g., layoffs) made by higher-level adminis-

trators in the organization. In essence, these managers engage in 

prosocial behavior by helping others. Another example would be if 

an employee goes “beyond the call of duty” to help a customer. A 

retail sales associate, instead of pushing a customer to purchase 

a suit at full price, whispers to the customer that she heard the 

suit will be on sale during the following week. The sales associate 

learned that the customer has just graduated from college and 

doesn’t have a job yet (and needs a suit for interviews). The sales-

person feels like she “did the right thing” and helped out a cus-

tomer who may not be able to afford the suit at full price.

How can jobs be designed so employees can help others? Jobs 

need to have task significance (or the amount an individual’s work 

impacts the health and well-being of others) built into them. Re-

search suggests task significance has a positive impact on job per-

formance. In other words, employees who believe their work helps 

others are more likely to do their job well. Also, this relationship is 

stronger for employees with high levels of intrinsic motivation.

What can employees do to increase their motivation at work? 

They can think about their jobs from the perspective of “Who do 

I help by doing my job well?” By linking their work to the welfare 

of others—other employees, customers, their supervisor, and so 

on—employees are more likely to feel that they’re making a dif-

ference in the lives of others. This prosocial behavior can help 

increase the employee’s motivation and job performance.

Sources: Adapted from Adam M. Grant, “Does Intrinsic Motivation Fuel 

the Prosocial Fire? Motivational Synergy in Predicting Persistence, 

Performance, and Productivity,” Journal of Applied Psychology 93, no. 1 

(2008), p. 48; Adam M. Grant, “The Significance of Task Significance: Job 

Performance Effects, Relational Mechanisms, and Boundary Conditions,” 

Journal of Applied Psychology 93, no. 1 (2008), p. 108; and Adam M. Grant, 

“Relational Job Design and the Motivation to Make a Prosocial Differ-

ence,” The Academy of Management Review 32, no. 2 (2007), pp. 393–417.

G L O B A L  O B



Chapter 6 Job Design, Work, and Motivation 157

above-average employment growth through 2016: professional and business services, 

health care and social assistance, leisure and hospitality, state and local government, 

and financial services. 

 What are the high growth jobs? According to the Bureau of Labor Statistics, the 

fastest-growing occupations (i.e., “hot jobs”) between 2006 and 2016 include: 32   

•     Five of the top 20 jobs are in health care (registered nurses, home care aides, home 

health aides, child care, and nursing aides/orderlies/attendants).  

  •   Eight of  the top 20 jobs are in business service (retail sales, customer service 

representatives, food preparation and service, waiting tables, office clerks, book-

keeping/accounting/auditing clerks, executive/administrative assistants, and re-

ceptionists).  

•     Two of the top 20 jobs are in education (college/university professors and elemen-

tary school teachers).  

  •   Two of the top 20 jobs are professional jobs—computer software engineers (appli-

cations) and accountants/auditors.  

  •   The remaining three of the top 20 jobs include janitors and cleaners, landscaping, 

and truck drivers.   

 In recent times, managers and researchers have found that human factors must be 

given special attention when analyzing jobs in the electronic office. PC users report that 

they suffer visual and postural problems such as headaches, burning eyes, and shoulder 

and backaches. 33  In particular, many intensive PC users (e.g., programmers, data entry 

clerks, etc.) are vulnerable to repetitive stress injuries that occur over time and affect the 

arms, shoulders, and back. Such cumulative trauma disorders can be the cause of costly 

medical bills, absenteeism, and decreased productivity. 34  The sources of these problems 

seem to be in the design of the workplace, particularly the interaction between the 

 individual and the PC. 

 Job analysis in the office environment must pay particular attention to human fac-

tors. The tendency is to overemphasize the technological factor—in this case, the com-

puter—and to analyze jobs only as extensions of  the technology. As was true of  job 

analysis in factories, it’s simply easier to deal with the relatively fixed nature of tasks 

and technology than to deal with the variable of human nature. 35  

 In the new economy, the reliance on job analysis and specific job descriptions may be 

altered significantly. Today an emphasis on speed, creativity, information processing, and 

the influence of computer technology has resulted in criticisms of passive job descrip-

tions or broadly stated descriptions of what a person or team is expected to do to service 

customers, contribute to the firm’s profit, and gain market share. In the new economy, 

knowledge workers will be expected to do what is needed. Adhering to a narrow job de-

scription is not going to be sufficient in a world pressed by constant change. 36  

 William Bridges, author of   Job Shift,  described a shift from narrow job classifica-

tions and descriptions to a work environment in which “work” is emphasized. 37  He 

believes that a continuum exists, with work at one end that needs clear job descrip-

tions (e.g., nuclear power plant technician). This type of  work specifies a need to be 

crystal clear. On the other end of  the continuum are whole industries (e.g., software, 

dot-com, consulting) in which job descriptions are stifling and irrelevant. Work gets 

done in cross-functional and/or virtual teams or parts of  it are outsourced. The 

word  job  is too narrow. 38  Many industries in which technology is rendering place 

and time less important are moving away from “job” identities to “work,” “project,” 

or “team” entities.      
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 Job Designs: The Results of Job Analysis  

 Job designs are the results of  job analysis. They specify three characteristics of  jobs: 

range, depth, and relationships. 

  Range and Depth 

    Job range    refers to the number of  tasks a jobholder performs. The individual who 

performs eight tasks to complete a job has a wider job range than a person performing 

four tasks. In most instances, the greater the number of tasks performed, the longer it 

takes to complete the job.    

      A second characteristic is    job depth   , the amount of discretion an individual has to 

decide job activities and job outcomes. In many instances, job depth relates to per-

sonal influence as well as delegated authority. Thus, an employee with the same job 

title who’s at the same organizational level as another employee may possess more, 

less, or the same amount of job depth because of personal influence.    

      Job range and depth distinguish one job from another not only within the same 

organization, but also among different organizations. To illustrate how jobs differ in 

range and depth,  Exhibit 6.2  depicts the differences for selected jobs of firms, hospi-

tals, and universities. For example, business research scientists, hospital chiefs of sur-

gery, and university presidents generally have high job range and significant depth. 

Research scientists perform a large number of tasks and are usually not closely super-

vised. Chiefs of surgery have significant job range in that they oversee and counsel on 

many diverse surgical matters. In addition, they aren’t supervised closely and they 

have the authority to influence hospital surgery policies and procedures. 

   University presidents have a large number of  tasks to perform. They speak to 

alumni groups, politicians, community representatives, and students. They develop, 

with the consultation of others, policies on admissions, fund-raising, and adult educa-

tion. They can alter the faculty recruitment philosophy and thus alter the course of 

the entire institution. The critical point is that university presidents have sufficient 

depth and range to alter the course of a university’s direction. 

   Examples of jobs with high depth and low range are packaging machine mechan-

ics, anesthesiologists, and faculty members. Mechanics perform the limited tasks that 

pertain to repairing and maintaining packaging machines. But they can decide how 

breakdowns on the packaging machine are to be repaired. The discretion means the 

mechanics have relatively high job depth. 

  job range  
 The number of opera-

tions that a job occu-

pant performs to 

complete a task. 

  job depth  
 The amount of control 

that an individual has 

to alter or influence the 

job and the surround-

ing environment. 

Low
Range

High
Range

High Depth

Low Depth

HOSPITAL
Nurses

UNIVERSITY
Department
chairpersons

BUSINESS
Maintenance
repairmen

HOSPITAL
Bookkeepers

UNIVERSITY
Graduate
student
instructors

BUSINESS
Assembly-line
workers

HOSPITAL
Chiefs of
surgery

UNIVERSITY
Presidents

BUSINESS
Research
scientists

HOSPITAL
Anesthesi-
ologists

UNIVERSITY
College
professors

BUSINESS
Packaging
machine
mechanics

EXHIBIT 6.2 Job Depth and Range



Chapter 6 Job Design, Work, and Motivation 159

   Anesthesiologists also perform a limited number of tasks. They are concerned with 

the rather restricted task of administering anesthetics to patients. However, they can 

decide the type of  anesthetic to be administered in a particular situation, a decision 

indicative of  high job depth. University professors specifically engaged in classroom 

instruction have relatively low job range. Teaching involves comparatively more tasks 

than the work of  the anesthesiologist, yet fewer tasks than that of  the business re-

search scientist. However, professors’ job depth is greater than graduate student in-

structors’ since professors determine how they’ll conduct the class, what materials will 

be presented, and the standards to be used in evaluating students. Graduate student 

instructors typically don’t have complete freedom in the choice of class materials and 

procedures. Professors decide these matters for them. 

   Highly specialized jobs are those having few tasks to accomplish by prescribed 

means. Such jobs are quite routine; they also tend to be controlled by specified rules 

and procedures (low depth). A highly despecialized job (high range) has many tasks to 

accomplish within the framework of  discretion over means and ends (high depth). 

Within an organization, there typically are great differences among jobs in both range 

and depth. Although there are no precise equations that managers can use to decide 

job range and depth, they can follow this guideline: Given the economic and technical 

requirements of the organization’s mission, goals, and objectives, what is the optimal 

point along the continuum of range and depth for each job?   

 Job Relationships 

 Job relationships are determined by managers’ decisions regarding departmentaliza-

tion bases and spans of control. The resulting groups become the responsibility of a 

manager to coordinate toward organization purposes. These decisions also determine 

the nature and extent of  jobholders’ interpersonal relationships, individually and 

within groups. As we already have seen in the discussion of groups in organizations, 

group performance is affected in part by group cohesiveness. And the degree of group 

cohesiveness depends upon the quality and kind of interpersonal relationships of job-

holders assigned to a task or command group. 

   The wider the span of control, the larger the group and consequently the more dif-

ficult it is to establish friendship and interest relationships. Simply, people in larger 

groups are less likely to communicate (and interact sufficiently to form interpersonal 

ties) than people in smaller groups. Without the opportunity to communicate, people 

will be unable to establish cohesive work groups. Thus, an important source of satis-

faction may be lost for individuals who seek to fulfill social and esteem needs through 

relationships with co-workers. 

   The basis for departmentalization that management selects also has important im-

plications for job relationships. The functional basis places jobs with similar depth 

and range in the same groups, while product, territory, and customer bases place jobs 

with dissimilar depth and range in different groups. Thus, in functional departments, 

people will be doing much the same specialty. Product, territory, and customer depart-

ments, however, are comprised of jobs that are quite different and heterogeneous. In-

dividuals who work in heterogeneous departments experience feelings of dissatisfaction 

and stress more intensely than those in homogeneous, functional departments. People 

with homogeneous backgrounds, skills, and training have more common interests 

than those with heterogeneous ones. Thus, it’s easier for them to establish social rela-

tionships that are satisfying with less stress, but also with less involvement in the 

 department’s activities. 
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   Job designs describe the  objective  characteristics of jobs. That is, through job analy-

sis techniques managers can design jobs in terms of  required activities to produce a 

specified outcome. But yet another factor—perceived job content—must be consid-

ered before we can understand the relationship between jobs and performance.     

 The Way People Perceive Their Jobs  

 The way people do their jobs depends in part on how they perceive and think of their 

jobs. Even though Taylor proposed that the way to improve work (that is, to make it 

more efficient) is to determine (1) the “best way” to do a task (motion study) and (2) 

the standard time for completion of the task (time study), the actual performance of 

a job goes beyond its technical description. 

   The belief  that job design can be based solely on technical data ignores the very 

large role played by the individual who performs the job. Individuals differ profoundly, 

as we noted in the chapter on individual differences. They come to work with different 

backgrounds, needs, and motivations. Once on the job, they experience the social set-

ting in which the work is performed in unique ways. It’s not surprising to find that 

different individuals perceive jobs differently. 

   Perceived job content refers to characteristics of a job that define its general nature 

as perceived by the jobholder. We must distinguish between a job’s  objective properties  

and its  subjective properties  as reflected in the perceptions of people who perform it. 39  

Managers can’t understand the causes of  job performance without considering indi-

vidual differences such as personality, needs, and span of attention. 40  Nor can manag-

ers understand the causes of job performance without considering the social setting in 

which the job is performed. 41  According to Exhibit 6.1, perceived job content precedes 

job performance. Thus, if  managers desire to increase job performance by changing 

perceived job content, they can change job design, individual perceptions, or social 

settings—the causes of perceived job content. 

   If  management is to understand perceived job content, some method for measuring 

it must exist. 42  In response to this need, organization behavior researchers have at-

tempted to measure perceived job content in a variety of work settings. The methods 

that researchers use rely upon questionnaires that jobholders complete and that mea-

sure their perceptions of certain job characteristics.  

 Job Characteristics 

 The pioneering effort to measure perceived job content through employee responses to 

a questionnaire resulted in the identification of six characteristics: variety, autonomy, 

required interaction, optional interaction, knowledge and skill required, and responsi-

bility. 43  The index of these six characteristics is termed the Requisite Task Attribute 

Index (RTAI). The original RTAI has been extensively reviewed and analyzed. One 

important development was the review by Hackman and Lawler, who revised the in-

dex to include six characteristics. 44  

   Variety, task identity, and feedback are perceptions of job range. Autonomy is the 

perception of job depth; dealing with others and friendship opportunities reflect per-

ceptions of job relationships. Employees sharing similar perceptions, job designs, and 

social settings should report similar job characteristics. Employees with different per-

ceptions, however, report different job characteristics of the same job. For example, an 

individual with a high need for social belonging would perceive “friendship opportu-

nities” differently than another individual with a low need for social belonging.   
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 Individual Differences 

 Individual differences “provide filters such that different persons perceive the same objec-

tive stimuli in different manners.” 45  Individual differences in need for strength, particu-

larly the strength of growth needs, have been shown to influence the perception of task 

variety. Employees with relatively weak higher-order needs are less concerned with per-

forming a variety of tasks than are employees with relatively strong growth needs. Thus, 

managers expecting higher performance to result from increased task variety would be 

disappointed if the jobholders did not have strong growth needs. Even individuals with 

strong growth needs cannot respond continuously to the opportunity to perform more 

and more tasks. At some point, performance turns down as these individuals reach the 

limits imposed by their abilities and time. The relationship between performance and task 

variety (even for individuals with high growth needs) is likely to be curvilinear. 46    

 Social Setting Differences 

 Differences in social settings of work also affect perceptions of job content. Examples of 

social setting differences include leadership style 47  and what other people say about the 

job. 48  A.G. Lafley, CEO of Procter & Gamble until July 2009, revitalized the $50 billion 

global consumer goods corporation by creating an environment where top executives and 

employees of all levels perceive themselves as soldiers, ready to regain ground (i.e., market 

share) from competitors worldwide. Such a change in job perception helped this firm’s 

stock price rebound after dropping precipitously (at one point, the firm had lost $85 bil-

lion in market capitalization) in the summer of 2000 shortly after Lafley was named 

CEO. 49  In addition, as more than one research study has pointed out, how one perceives 

a job is greatly affected by what other people say about it. Thus, if a worker’s friends state 

their jobs are boring, he is likely to state that his job is also boring. If the individual per-

ceives the job as boring, job performance will suffer. Job content, then, results from the 

interaction of many factors in the work situation. 

   The field of organization behavior has advanced a number of suggestions for im-

proving the motivational properties of  jobs. Invariably, the suggestions, termed  job 

design strategies,  attempt to improve job performance through changes in actual job 

characteristics. 50  The next section reviews the more significant of these strategies.     

 Designing Job Range: Job Rotation and Job Enlargement  

 The earliest attempts to design jobs date to the scientific management era. Efforts at 

that time emphasized efficiency criteria. In so doing, the individual tasks that com-

prise a job are limited, uniform, and repetitive. This practice leads to narrow job range 

and, consequently, reported high levels of job discontent, turnover, absenteeism, and 

dissatisfaction. Accordingly, strategies were devised that resulted in wider job range 

through increasing the requisite activities of  jobs. Two of  these approaches are job 

rotation and job enlargement.  

 Job Rotation 

 Managers of organizations such as General Electric, Tata Consultancy Services, Ford, 

and Deloitte Services LP have utilized different forms of  the job rotation strategy. 51  

This practice involves rotating managers and nonmanagers alike from one job to an-

other. Given the increased need to develop global experience, many firms are rotating 

managers to one or more international postings. 52  In so doing, the individual is ex-

pected to complete more job activities since each job includes different tasks. 53  Job 
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rotation involves increasing the range of jobs and the perception of variety in the job 

content. Increasing task variety should, according to recent studies, increase employee 

satisfaction, reduce mental overload, decrease the number of  errors due to fatigue, 

improve production and efficiency, 54  and reduce on-the-job injuries. 55  However, job 

rotation doesn’t change the basic characteristics of the assigned jobs. Some relatively 

small firms have successfully used job rotation. 

   Critics state that job rotation often involves nothing more than having people per-

form several boring and monotonous jobs rather than one. An alternative strategy is 

job enlargement.   

 Job Enlargement 

 The pioneering Walker and Guest study 56  was concerned with the social and psycho-

logical problems associated with mass production jobs in automobile assembly plants. 

They found that many workers were dissatisfied with their highly specialized jobs. In 

particular, they disliked mechanical pacing, repetitiveness of operations, and a lack of 

a sense of  accomplishment. Walker and Guest also found a positive relationship be-

tween job range and job satisfaction. Findings of this research gave early support for 

motivation theories that predict that increases in job range will increase job satisfac-

tion and other objective job outcomes. Job enlargement strategies focus upon the op-

posite of dividing work—they’re a form of despecialization or increasing the number 

of tasks that an employee performs. For example, a job is designed such that the indi-

vidual performs six tasks instead of three. 

   Although in many instances an enlarged job requires a longer training period, job 

satisfaction usually increases because boredom is reduced. The implication, of course, 

is that job enlargement will lead to improvement in other performance outcomes. 

   The concept and practice of  job enlargement have become considerably more so-

phisticated. In recent years, effective job enlargement involves more than simply in-

creasing task variety. In addition, it’s necessary to design certain other aspects of job 

range, including providing worker-paced (rather than machine-paced) control. 57  Each 

of these changes involves balancing the gains and losses of varying degrees of division 

of labor. Contemporary applications of job enlargement involve training individuals 

to perform several different jobs, each requiring considerable skill, whether in manu-

facturing or service organizations. 

   Zao Noodle Bar uses job enlargement to increase employee ownership and overall 

profitability. Founded by Adam Willner, the first Zao Noodle Bar branch opened in 

1996 near Stanford University and served fresh, made-to-order, Asian-style cuisine at 

an affordable price. Its operating philosophy is to “bring noodles to the people.” As 

the chain expanded into other states, it became apparent that having two different 

managers—a general manager and a kitchen manager—contributed to a divided or-

ganizational culture. So the firm did away with the kitchen manager position and 

enlarged the role of  the general manager. Cross-training the general managers to 

understand how to run a kitchen began with a six- to eight-week training course. 

This type of  job enlargement increased the sense of  ownership among the general 

managers while decreasing labor costs (i.e., paying one manager instead of  two). 58  

   Some employees can’t cope with enlarged jobs because they can’t comprehend com-

plexity; moreover, they may not have a sufficiently long attention span to complete an 

enlarged set of  tasks. However, if  employees are amenable to job enlargement and 

have the requisite ability, then job enlargement should increase satisfaction and prod-

uct quality and decrease absenteeism and turnover. These gains aren’t without costs, 

including the likelihood that employees will demand larger salaries in exchange for 
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performing enlarged jobs. Yet these costs must be borne if  management desires to 

implement the design strategy—job enrichment—that enlarges job depth. Job enlarge-

ment is a necessary precondition for job enrichment. 

   Redesigning jobs is not without ethical and legal implications, as suggested in this 

chapter’s You Be the Judge feature.  

        Designing Job Depth: Job Enrichment  

 The impetus for designing job depth was provided by Herzberg’s two-factor theory of 

motivation. The basis of his theory is that factors that meet individuals’ need for psy-

chological growth (especially responsibility, job challenge, and achievement) must be 

characteristic of their jobs. The application of his theory is termed  job enrichment.  

   The implementation of  job enrichment is realized through direct changes in job 

depth. 59  Managers can provide employees with greater opportunities to exercise dis-

cretion by making the following changes:  

  1.    Direct feedback.  The evaluation of performance should be timely and direct.  

  2.    New learning.  A good job enables people to feel that they are growing. All jobs 

should provide opportunities to learn.  

  3.    Scheduling.  People should be able to schedule some part of their own work.  

  4.    Uniqueness.  Each job should have some unique qualities or features.  

  5.    Control over resources.  Individuals should have some control over their job tasks.  

  6.    Personal accountability.  People should be provided with an opportunity to be 

 accountable for the job.   

JOB DESIGN AND ETHICS

Some jobs, even when properly designed, may still be inher-

ently hazardous. For example, it may be impossible to com-

pletely eliminate exposure to toxic chemicals or hazardous 

substances even when jobs have been well designed. Such 

was the case at the battery manufacturing division of Johnson 

Controls, an automotive equipment supplier.

By its very nature, battery manufacturing entails possible 

exposure to high lead levels. Sufficiently high blood lead lev-

els can be dangerous to anyone; even moderately elevated 

levels, however, can pose a particular risk for pregnant 

women and their unborn children. Thus, after having designed 

the manufacturing operation in a manner to minimize expo-

sure, Johnson Controls instituted a policy to provide further 

safeguards for a particularly susceptible group: Women with 

childbearing capacity were essentially prohibited from work-

ing in high lead exposure positions in its battery facility. Fer-

tile women already employed in such positions when the 

policy went into effect were permitted to stay as long as they 

maintained safe blood lead levels; otherwise they were trans-

ferred to another job with no loss of pay or benefits.

Most management students, when queried, indicate that 

this sounds like a reasonable policy, with many suggesting 

that it would be unethical (and perhaps should be illegal) for 

the company not to protect a particularly susceptible group of 

individuals—some of whom (unborn children) are powerless 

to protect themselves. At the same time, however, virtually all 

of these students agree that sex discrimination in hiring and 

employment decisions is clearly unethical (and also illegal). 

And sex discrimination is what Johnson Controls was charged 

with as a result of this policy. What do you think the court 

should decide?

Sources: See Johnson Controls’s ethics policy at www.

johnsoncontrols.com/corpvalues/ethics.htm (2003); Caryn L. Beck-

Dudley and Edward J. Conry, “Legal Reasoning and Practical 

 Reasonableness,” American Business Law Journal, Fall 1995, 

pp. 91–130; Matthew F. Weil, “Protecting Employees’ Fetuses from 

Workplace Hazards: Johnson Controls Narrows the Options,” 

Berkeley Journal of Employment and Labor Law 14, no. 1 (1993); 

and G.P. Panaro, Employment Law Manual (Boston: Warren, 

 Gorham & Lamont, 1991), pp. 29–30.

Y O U  B E  T H E  J U D G E
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   As defined by the executive in charge of  a pioneering job enrichment program at 

Texas Instruments (TI), job enrichment is a process that (1) encourages employees to 

behave like managers in managing their jobs and (2) designs the job to make such 

 behavior feasible. 60  

   As the theory and practice of job enrichment have evolved, managers have become 

aware that successful applications require numerous changes in how work is done. 

Important changes include giving workers greater authority to participate in decisions, 

to set their own goals, and to evaluate their (and their work groups’) performance. Job 

enrichment also involves changing the nature and style of managers’ behavior. Man-

agers must be willing and able to delegate authority. 61  Given employees’ ability to 

carry out enriched jobs and managers’ willingness to delegate authority, gains in per-

formance can be expected. These positive outcomes are the result of  increasing em-

ployees’ expectations that efforts lead to performance, that performance leads to 

intrinsic and extrinsic rewards, and that these rewards have power to satisfy needs. 

These significant changes in managerial jobs, when coupled with changes in nonman-

agerial jobs, suggest that a supportive work environment is a prerequisite for success-

ful job enrichment efforts. 62  

   Jobs can be designed on the basis of range and significant depth (called  job special-

ization ), a moderate amount of  range and depth (called  job enlargement ), or signifi-

cant depth and generally low range. 

   Job enrichment and job enlargement aren’t competing strategies. Job enlargement but 

not job enrichment may be compatible with the needs, values, and abilities of some indi-

viduals. Yet job enrichment, when appropriate, necessarily involves job enlargement. A 

promising new approach to job design that attempts to integrate the two approaches is 

the job characteristics model. Hackman, Oldham, Janson, and Purdy devised the ap-

proach, basing it on the job diagnostic survey cited in an earlier section. 63  

   The model attempts to account for the interrelationships among (1) certain job 

characteristics; (2) psychological states associated with motivation, satisfaction, and 

performance; (3) job outcomes; and (4) growth needs strength.  Exhibit 6.3  describes 

the relationships among these variables. Although variety, identity, significance, 

 autonomy, and feedback don’t completely describe perceived job content, according 

to this model they sufficiently describe those aspects that management can manipulate to 

bring about gains in productivity. 

   Steps that management can take to increase the core dimensions include:  

  1.   Combining task elements.  

  2.   Assigning whole pieces of work (i.e., work modules).  

  3.   Allowing discretion in selection of work methods.  

  4.   Permitting self-paced control.  

  5.   Opening feedback channels.   

   These actions increase task variety, identity, and significance; consequently, the 

“experienced meaningfulness of work” psychological state is increased. By permitting 

employee participation and self-evaluation and by creating autonomous work groups, 

the feedback and autonomy dimensions are increased along with the psychological 

states “experienced responsibility” and “knowledge of actual results.” 

   Implementing the job characteristics model in a particular situation begins with a 

study of existing job perceptions by means of the job diagnostic survey. Hackman and 

Oldham have reported numerous applications of the model in a variety of organiza-

tions. 64  They have also compiled normative data for a variety of job categories so that 
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managers and practitioners can compare the responses of  their own employees to 

those of a larger population. 65  Although the track record of job design efforts is gen-

erally positive, some caveats are warranted. 

   The positive benefits of these efforts are moderated by individual differences in the 

strength of employees’ growth needs. That is, employees with a strong need for accom-

plishment, learning, and challenge will respond more positively than those with rela-

tively weak growth needs. In more familiar terms, employees with a high need for 

self-esteem and self-actualization are the more likely candidates for job design. 66  Em-

ployees who are forced to participate in job design programs but who lack either the 

need strength or the ability to perform designed jobs may experience stress, anxiety, 

adjustment problems, erratic performance, turnover, and absenteeism. 

   The available research on the interrelationships between perceived job content and 

performance is meager. One survey of  30 applications of  job design strategies con-

firms that failures are as frequent as successes. 67  It’s apparent, however, that managers 

must cope with significant problems in matching employee needs with organizational 

needs. 68  

   Problems associated with job design include:  

  1.   Unless lower-level needs are satisfied, people will not respond to opportunities to 

satisfy upper-level needs. And even though our society has been rather successful in 

providing food and shelter, these needs regain importance when the economy moves 

through periods of recession and high inflation.  

  2.   Job design programs are intended to satisfy needs typically not satisfied in the 

workplace. As workers are told to expect higher-order need satisfaction, they may 

raise their expectations beyond what’s possible. Dissatisfaction with the program’s 

unachievable aims may displace dissatisfaction with the jobs.  

Job
characteristics

• Skill variety

• Task identity

• Task significance 

Autonomy

Feedback

Critical psychological
states 

• Experienced
   meaningfulness
   of work

• Experienced
   responsibility
   for outcomes
   of work

• Knowledge of the
   actual results of
   work activities

Personal and work
outcomes

• High internal
   work motivation

• High quality work
   performance

• High satisfaction
   with the work

• Low absenteeism
   and turnover

• Employee growth
 Need strength

EXHIBIT 6.3

The Job 

Characteristics Model
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  3.   Job design may be resisted by labor unions that see the effort as an attempt to get 

more work for the same pay.  

  4.   Job design efforts may not produce tangible performance improvements for some 

time after the beginning of the effort. One study indicated that significant improve-

ments in effectiveness couldn’t be seen until four years after the beginning of  the 

job design program. 69    

   Practical efforts by automobile companies such as Volvo to improve productivity 

and satisfaction through job design have emphasized autonomy and feedback. Rela-

tively less emphasis has been placed on identity, significance, and variety. 70  Appar-

ently, it’s easier to provide individuals with greater responsibility for the total task and 

increased feedback than to change the essential nature of the task itself. 

   Two general conclusions can be reached when considering the experience of  job 

design approaches. First, job design approaches are relatively successful in increasing 

quality of  output. This conclusion pertains, however, only if  the reward system al-

ready satisfies lower-level needs. If  it presently doesn’t satisfy lower-level needs, em-

ployees can’t be expected to experience upper-level need satisfaction (intrinsic rewards) 

through enriched jobs. In particular, managers can’t expect individuals with relatively 

low growth needs to respond as would those with relatively high growth needs. 71  

   Successful efforts are the result of the circumstances that initiate the effort and the 

process undertaken to manage the effort. Organizations under external pressure to 

change have a better chance of  successfully implementing job design than those not 

under such pressure. Moreover, successful efforts are accompanied by broad-scale par-

ticipation of managers and employees alike. Since a primary source of organizational 

effectiveness is job performance, managers should design jobs according to the best 

available knowledge. 72   

 Self-Managed Teams 

 One approach to job redesign that has emphasized factors such as task significance 

and identity is the use of self-managed teams. Self-managed teams (SMTs) represent a 

job enrichment approach to redesign at the group level. An SMT is a relatively small 

group of individuals who are empowered to perform certain activities based on proce-

dures established and decisions made within the group, with minimum or no outside 

direction. SMTs can take many forms, including task forces, project teams, quality 

circles, and new venture teams. 73  Typically, SMTs determine their own work assign-

ments within the team and are responsible for an entire process from inception to 

completion. It is not unusual for SMTs to select their own members and to evaluate 

their own performance, activities usually thought of as management functions. 

   The automotive industry has been particularly interested in the use of self-managed 

work groups. In an attempt to ward off growing competition from Toyota and Honda, 

General Motors launched a bold endeavor 25 years ago, the Saturn Corporation. An 

independent subsidiary of  General Motors, Saturn used the team approach to pro-

ducing new automobiles in its state-of-the-art plant in Spring Hill, Tennessee. 74  Before 

plant construction, a team of 99 Saturn workers visited 160 facilities around the world, 

traveling over 2 million miles to find what worked and what didn’t. 75  The Saturn plant 

was organized around nearly 200 SMTs, each of  which had the authority to decide 

how to do its job, including hiring team members. Most even had budgetary responsi-

bilities and could make decisions to change suppliers. These initiatives have paid off: 

The Spring Hill plant has consistently achieved a high level of  production quality 

previously unequaled by other domestic automobile manufacturers. 
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   The difficulty of switching from a traditional hierarchical structure to one in which 

work teams assume responsibility for their own decisions is not easy. Two notable bar-

riers to SMTs are resistance and misunderstanding. SMTs require not only a new 

workflow and set of  processes, but also new attitudes and behaviors. Team members 

may not like being responsible for goals that others on the team have not helped to 

achieve. Managers often fear loss of control and status. 76  

   The implementation of SMTs causes changes in thinking about “yourself,” leader-

ship, and organization. It is hard for employees to understand how SMTs apply to 

themselves. Also, managers are often not clear about what employees should be doing 

under an SMT arrangement. 

   Simply assuming that SMTs will work is not accurate since resistance and misun-

derstandings are obvious problems. Team leaders who strike a balance between too 

much involvement and not enough are needed. As SMTs evolve, each member needs 

to acquire and develop the qualities of  a leader and move from “I” to “we” thinking 

and behavior.   

 Alternative Work Arrangements 

 Enriching the content of a job is not the only way to provide enrichment. Enrichment 

can also be achieved within the context of a job. One aspect of job context relates to 

when the job is performed, or the work schedule. Giving employees decision-making 

control over when they perform their work is an increasingly popular approach to job 

redesign. It has led to a variety of innovations we will collectively refer to as alterna-

tive work arrangements. 

   One of  the earliest forms of  alternative work arrangements was that of  the com-

pressed workweek. In its most popular form, employees are given an opportunity to 

work four 10-hour days rather than the more standard five 8-hour days. The 4–40 

programs allow workers more leisure time, as well as permit them to travel to and from 

work during non-rush-hour traffic. While some employees may be able to opt for a 

compressed work schedule with others electing a standard one, typically everyone at 

the same location is on the same schedule. 

   An arrangement that provides employees even greater individual control over work 

scheduling is flextime. In a flextime arrangement, employees can determine, within 

some limits, when they work at the office and when they work from home or a coffee 

shop. Many companies, including Intel, PricewaterhouseCoopers, Prudential Finan-

cial, and Time Warner, offer their employees flexible work schedules. 77  As is shown 

in the two examples in  Exhibit 6.4 , employees are required to be present during 

the “common core” hours. They may make up the rest of their workday in any combi-

nation during flextime hours. In most flextime plans, employees may vary their 

Flextime

6 a.m. – 10 a.m. 

Common Core

10 a.m. – 4 p.m. 

Flextime

4 p.m. – 8 p.m. 

Common Core

9 a.m. – 11 a.m. 

Flextime

6 a.m. – 9 a.m. 

Common Core

2 p.m. – 4 p.m. 

Flextime

11 a.m. – 2 p.m. 

Flextime

4 p.m. – 7 p.m. 

EXHIBIT 6.4
Two Possible Flextime 

Schedules
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 attendance day-to-day, provided they are at work a specific number of hours a week. 

Some flextime plans allow employees to accumulate extra hours worked and exchange 

them for an additional day off  each month. Two factors enable the increased use of 

flextime, namely technology (e.g., BlackBerry and PDA phones) and a shift to focus-

ing on results, not hours (or “face time”) at work. 78  

   Employees concerned about balancing personal and work life report that a flexible 

work schedule is high on the list of benefits that factor into job satisfaction. Aladdin 

Equipment of Sarasota, Florida, established a workweek of four nine-hour days and 

a half  day on Friday. Its result has been a 50 percent increase in productivity. In a sur-

vey of  6,000 workers by Randstad, an Atlanta staffing firm, 51 percent said they 

would stay with the firm even without a pay raise if  Randstad offered flexible work 

hours. 79  Some of the benefits of flextime schedules are presented in the Organizational 

Encounter on page 170. 

   Another approach that increases employee discretion is that of job sharing. In job 

sharing, two or more individuals share one job. One person might work from 8:00 a.m. 

until noon, and a second person may do the same job from 1:00 p.m. until 5:00 p.m. Or 

they might each work full, but alternate, days. Job sharing provides maximum flexibility 

for the employee. The payoff for the employer is being able to draw upon the talents of 

two individuals in one job. Job sharers Stephanie Kahn and Joan Girardi at American 

Express are typical examples. Stephanie works on Monday, Tuesday, and Thursday; 

Joan works Tuesday, Wednesday, and Friday. Their job is to enroll new cardholders. In 

addition to splitting days of the week, they also split the job by marketing channels. 

Joan handles direct mail, while Stephanie concentrates on telemarketing. 80  

   Perhaps the ultimate in alternative work arrangements is telecommuting. Telecom-

muting involves working at home while being linked to the office via a computer and/

or fax machine. While telecommuting emphasizes location rather than scheduling, most 

telecommuting jobs provide a high degree of flexible scheduling as well. Pacific Bell has 

been a pioneer in the use of telecommuting. In addition to experiencing increased pro-

ductivity and improved employee morale, the company, with major offices in Los 

 Angeles, has made significant contributions to reducing freeway congestion and smog. 

   Employees like alternative work arrangements because they give them the flexibil-

ity to balance their work–life demands. Companies, especially during an economic 

downturn, are increasingly experimenting with job sharing, reduced workweeks, sab-

baticals, and telecommuting programs as a way to reduce costs and avoid layoffs that 

may lessen productivity and motivation. 81  An interesting twist is that although some 

companies are offering employees more flexible work options, some employees who 

engage in flextime and telecommuting are fearful of  being “out of  sight and out of 

mind” and, thus, easy targets for layoffs. As a result, employees are less likely to take 

advantage of  these alternatives during hard times. For example, the number of  tele-

commuters declined from 9.2 million in 2006 to 8.7 million during the recession year 

of 2009. 82   

 Virtual Teams 

 As organizations aggressively pursue ways in which to cut costs, decrease product cycle 

times, increase customer responsiveness, and integrate more fully with suppliers, many 

are creating and using    virtual teams    to help achieve those objectives. Other benefits of 

virtual teams include the ability to offer employees more flexible work arrangements 

(e.g., telecommuting), provide 24-hour-a-day, seven-day-a-week customer service for 

geographically dispersed customers in different time zones, and decrease the amount of 

travel time and expenses that team members have to incur. 83     

  virtual teams  

 A geographically dis-

tributed, functionally 

and/or culturally di-

verse group of individ-

uals who rely on 

interactive technology 

such as e-mail, Web-

casts, and videoconfer-

encing to work 

together. 
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    Defined as “a team that relies on interactive technology to work together when 

separated by physical distance,” 84  a virtual team can draw on a variety of interactive 

technology that includes traditional e-mail, instant messaging, teleconferencing, vid-

eoconferencing, Webcasts, meeting managers, white boards, and bulletin boards. 85  

One company that uses virtual teams is Microsoft, which deploys virtual teams to 

provide sales and post-sales service to major global corporate customers. 86  General 

Electric provides a variety of  real-time collaboration tools to its 340,000 employees 

and to several of its customers and suppliers. 87  Included in the virtual team rollout are 

tools that will allow employees to do the following: 

•     Engage in instant messaging and real-time conferencing and application sharing.  

  •   Create shared Web workspaces among nontechnical users.  

•     Break down projects into tasks and track progress.  

  •   Apply best practices from completed projects to new projects.    

 In addition, customers and suppliers have access to real-time data and internal pro-

cesses within GE’s intranet. Officials at GE argue that these features will help revolu-

tionize the company. 88  

 To successfully manage virtual teams, organizations may want to consider several 

factors. First, the technology should fit the purpose of the collaboration. If  all mem-

bers of the group need to receive the same information quickly, then a bulletin board 

or group e-mail is appropriate. If  training needs to be done, then a Web conference 

with real-time white board and data sharing may be more suitable. Second, virtual 

team members must be carefully selected. Choosing members who have the necessary 

skills, experience, work ethic, and interpersonal skills is critical to effective team func-

tioning. Third, trust between team members should be cultivated early in the process. 

Face-to-face meetings and/or team-building training exercises should be used during 

the initial periods of team formation to facilitate the development of trust. This trust 

will be critical later when problems, disagreements, and deadlines stress the relation-

ships of  members who can’t just walk down the hallway to discuss and resolve these 

issues. Fourth, teams need to develop a sense of purpose and shared goals. Last, lead-

ers must be able to set a vision for the team and help resolve conflicts between mem-

bers as well as assist members in overcoming obstacles. 89   

    Special care needs to be taken when managing virtual teams whose members are 

from countries with distinct cultures and languages. Such team members can find 

communicating and building trust more challenging. 90  Cultural nuances that might be 

detected in face-to-face meetings may go unnoticed during a teleconference or Web-

cast. As a result, virtual team members may experience misunderstandings and mis-

communications while working on important projects. To decrease the risk of  such 

problems, team members should be brought together for face-to-face meetings and 

cross-cultural training sessions in the early stages of the team-building process. 

 As companies such as GE, AT&T, Pfizer, Motorola, Shell Oil, and Sun Microsys-

tems continue to experiment with and use virtual teams across their global businesses, 

such practices will become more and more common in organizations of  all types 

and sizes. 91  To assist companies with their virtual collaboration needs, the company 

Huddle.net offers a virtual team workspace application for use in the social-networking 

site Facebook. 92  The use of  various alternative work arrangements is increasing. As 

the needs of  an increasingly diverse workforce grow, alternative arrangements can 

have a positive appeal to both employers and employees. While more and better re-

search needs to be conducted to determine the effectiveness of such plans, job redesign 
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 strategies for the future no doubt will include a multitude of these flexible scheduling 

arrangements.    

 Job Embeddedness and Job Design 

 As discussed in the earlier section on job enrichment, job design can influence impor-

tant workplace attitudes such as job satisfaction and intent to leave the job or organi-

zation. Emerging research in the area of “job embeddedness” adds an important new 

way of  looking at such job design–work outcome relationships.    Job embeddedness    

refers to an employee’s links with other people and teams within the organization, 

perceptions of his fit with the job/organization/community, and sacrifices that would 

be made if  he left the job. Job embeddedness is like a net or a web that can expand 

across an individual’s work, home, and community activities and interests. 93  For ex-

ample, an individual who works for PricewaterhouseCoopers in New York City may 

find that she enjoys the team members who make up her traveling auditor team, but 

she also volunteers for a soup kitchen every Thursday night, goes to the opera and 

theater several times a month, and has a spouse who has a good job five blocks away. 

Taken together, this person will be more embedded in her job and much less likely to 

want to leave the job or organization.    

  job embeddedness  
 Refers to an employ-

ee’s connections with 

other employees 

within the organiza-

tion, fit with the job/

organization/commu-

nity, and sacrifices that 

would be made if  he 

or she were to leave the 
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FLEXTIME AND WORK–LIFE BALANCE
Companies such as PricewaterhouseCoopers, Chubb Corpora-

tion, JCPenney, Booz Allen Hamilton, and Motorola are helping 

their employees achieve work–life balance by allowing them to 

use flexible scheduling. Often ranked as the most-desired benefit 

in job surveys, flexible scheduling comes in many shapes and 

forms. At the Chubb Corporation, employees can opt for working 

four longer shifts instead of five each week. At JCPenney’s Plano, 

Texas, telemarketing operation, 5,000 employees punch in their 

scheduling preferences at a PC station/kiosk. This allows them to 

quickly add, drop, or trade shifts to accommodate their individual 

work–life balance needs. Nahan Printing Inc. in St. Cloud, 

 Minnesota, offers an even more unusual flexible schedule. “We 

work three 12-hour shifts,” explains Judy Wehking, HR manager. 

“But then we also rotate this schedule every three weeks.”

What are the benefits of offering employees flexible schedul-

ing? Companies can attract and retain talented employees. Most 

employees want to work at a company where they have some con-

trol over their schedules. This need will increase as employees in-

creasingly try to juggle work and life priorities such as a second job, 

providing care for children, a disabled spouse, or elderly relatives, 

spending quality time with friends and loved ones, pursuing volun-

teer leadership opportunities, engaging in hobbies, and so on.

Companies have learned that they cannot just create a flexible 

scheduling program that allows employees to come and go as they 

please. Firms must create and manage a program that encourages 

employee flexibility while preserving accountability and cohesion 

among co-workers and supervisors. Here are some tips:

1. Survey employees to determine their scheduling needs.

2. Allow all employees to apply for flexible schedules.

3. Assign manageable workloads.

4. Encourage frequent face-to-face and virtual communication 

between the employee and his or her supervisor and 

 co-workers.

5. Publish clear guidelines for developing flexible work 

 arrangements.

6. Evaluate flexible arrangements on a quarterly to semiannual 

basis.

7. Assess job performance based on measured results, rather 

than hours worked.

Before implementing a flexible work schedule program, 

managers should research the specific state laws that may 

apply.

Sources: Adapted from Sabine A.E. Geurts, Debby G.J. Beckers, Toon 

W. Taris, Michiel A.J. Kompier, and Peter G.W. Smulders, “Worktime 

Demands and Work-Family Interference: Does Worktime Control Buffer 

the Adverse Effects of High Demands?” Journal of Business Ethics 84, 

pp. 229–41; Sue Shellenbarger, “Fairer Flextime: Employers Try New Poli-

cies for Alternative Schedules,” The Wall Street Journal, November 17, 

2005; Leah Carlson, “Work–Life Benefits Don’t Guarantee Work–Life Bal-

ance,” Employee Benefit News, August 1, 2005; Kenneth L. Schultz, John 

O. McClain, and L. Joseph Thomas, “Overcoming the Dark Side of Worker 

Flexibility,” Journal of Operations Management 21, no. 1 (January 2003), 

pp. 81–87; and Nancy Hatch Woodward, “TGI Thursday,” HR Magazine, 

July 2000, pp. 72–76.

O R G A N I Z A T I O N A L  E N C O U N T E R
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      Managers can increase job embeddedness (and thus decrease turnover of  key 

employees) by placing employees on teams with members who have compatible skill 

sets and, to the best possible degree, personalities. Employees who feel a connec-

tion to teammates are less likely to want to leave their job and organization. Also, 

managers can support the idea of  flexible work scheduling to allow their employees 

to pursue some nonwork hobbies and volunteer leadership opportunities. This will 

encourage the employees to establish deeper roots within the community, which 

will likely increase the length of  time the individual will remain in the job. As the 

U.S. economy approaches wide-scale retirements of  the baby boomers in the next 

several years, managers of  all types of  organizations will need to combat critical 

skills shortages.     

 Total Quality Management and Job Design  

    Total quality management    (TQM) refers to an organizational culture that is dedicated to 

continuous improvement and the production of  high-quality products and services, 

ultimately resulting in higher levels of  customer satisfaction. 94  TQM, according to 

those who espouse and practice it, combines technical knowledge and human knowl-

edge. To deal with the inherent complexity and variability of  production and service 

delivery technology, people must be empowered with authority to make necessary de-

cisions and must be enabled with knowledge to know when to exercise that authority. 

Aspects of  TQM job designs have appeared throughout this discussion. We’ve dis-

cussed job enrichment, including provision of autonomy, creation of work modules, 

and development of  trust and collaboration. We’ve seen these job attributes in the 

practices of organizations discussed throughout this chapter. But even as we close this 

chapter, we must raise a fundamental question: Can American workers adjust to the 

requirements for working together in teams and in collaboration with management? 95  

Are the ideas of TQM totally applicable to the American worker? Is TQM the wave of 

the future? Do American managers have the ability and commitment to implement the 

necessary changes in jobs required by new technologies and new global realities? 96  

Many contemporary observers warn us that the answers to all these questions must be 

yes because no other choice exists. 97     

      Job design strategy focuses on jobs in the context of  individuals’ needs for eco-

nomic well-being and personal growth. But let’s put the strategy in a broader frame-

work and include the issue of  the sociotechnical system. Sociotechnical theory 

focuses on interactions between technical demands of  jobs and social demands of 

people doing the jobs. The theory emphasizes that too great an emphasis on the tech-

nical system in the manner of  scientific management or too great an emphasis on the 

social system in the manner of  human relations will lead to poor job design. Rather, 

job design should take into account both the technology and the people who use the 

technology. 

   Sociotechnical theory and application of  job design developed from studies un-

dertaken in English coal mines from 1948 to 1958. 98  The studies became widely pub-

licized for demonstrating the interrelationship between the social system and the 

technical system of organizations. The interrelationship was revealed when economic 

circumstances forced management to change how coal was mined (the technical sys-

tem). Historically, the technical system consisted of  small groups of  miners (the so-

cial system) working together on “short faces” (seams of  coal). But technological 

advancement improved roof control and safety and made longwall mining possible. 

  total quality 

management  
 A philosophy and sys-

tem of management 

that, using statistical 

process control and 

group problem-solving 
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for quality and contin-

uous improvement. 
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The new technical system required a change in the social system. The groups would 

be disbanded in favor of  one-person, one-task jobs. Despite the efforts of  manage-

ment and even the union, miners eventually devised a social system that restored 

many characteristics of  the group system. This experience has been completely 

 described in organizational behavior literature and has stimulated a great deal of 

 research and application. 

   There’s no contradiction between sociotechnical theory and total quality manage-

ment. In fact, the two approaches are quite compatible. The compatibility relates to 

the demands of modern technology for self-directed and self-motivated job behavior. 

Such job behavior is made possible in jobs designed to provide autonomy and variety. 

As worked out in practice, such jobs are parts of self-regulating work teams responsi-

ble for completing whole tasks. The work module concept pervades applications of 

sociotechnical theory. 99  

   Numerous applications of sociotechnical design and total quality management are 

reported in the literature. 100  Some notable American examples include the Sherwin-

Williams paint factory in Richmond, Kentucky, and the Quaker Oats pet food factory 

in Topeka, Kansas. Both factories were constructed from the ground up to include 

and allow for specific types of jobs embodying basic elements of autonomy and em-

powerment. Firms that don’t have the luxury of building the plant from scratch must 

find ways to renovate both their technology and their job designs to utilize the best 

technology and people. Some of the most influential industrial and service organiza-

tions have confronted the necessity to design jobs to take advantage of the rapid pace 

of  technological advance. In the contemporary global environment, sociotechnical 

system design has been incorporated in the total quality management approach to 

management.      

Summary of 
Key Points  

   •   Job design involves managerial decisions and actions that specify objective job 

depth, range, and relationships to satisfy organizational requirements as well as the 

social and personal requirements of jobholders.  

•     Contemporary managers must consider the issue of  quality of  work life when 

 designing jobs. This issue reflects society’s concern for work experiences that con-

tribute to employees’ personal growth and development.  

•     Strategies for increasing jobs’ potential to satisfy the social and personal require-

ments of jobholders have gone through an evolutionary process. Initial efforts were 

directed toward job rotation and job enlargement. These strategies produced some 

gains in job satisfaction but didn’t change primary motivators such as responsibil-

ity, achievement, and autonomy.  

•     During the 1960s, job enrichment became a widely recognized strategy for improv-

ing quality of work life factors. This strategy is based upon Herzberg’s motivation 

theory and involves increasing jobs’ depth through greater delegation of authority 

to jobholders. Despite some major successes, job enrichment isn’t universally ap-

plicable because it doesn’t consider individual differences.  

•     Individual differences are now recognized as crucial variables to consider when 

 designing jobs. Experience, cognitive complexity, needs, values, valences, and per-

ceptions of  equity are some of  the individual differences influencing jobholders’ 

reactions to the scope and relationships of their jobs. When individual differences 
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are combined with environmental, situational, and managerial differences, job 

 design decisions become increasingly complex.  

•     The most recently developed strategy of job design emphasizes the importance of 

core job characteristics as perceived by jobholders. Although measurements of in-

dividual differences remain a problem, managers should be encouraged to examine 

ways to increase positive perceptions of  variety, identity, significance, autonomy, 

and feedback. By doing so, the potential for high-quality work performance and 

high job satisfaction is increased given that jobholders possess relatively high 

growth needs strength.  

•     Many organizations including Volvo, Citibank, General Motors, and General 

Foods have attempted job design with varying degrees of success. The current state 

of  research knowledge is inadequate for making broad generalizations regarding 

exact causes of  success and failure in applications of  job design. Managers must 

diagnose their own situations to determine the applicability of  job design in their 

organizations.  

 •    Sociotechnical theory combines technological and social issues in job design prac-

tice. Sociotechnical theory is compatible with job design strategy and emphasizes 

the practical necessity to design jobs that provide autonomy, feedback, significance, 

identity, and variety.  

•     Total quality management (TQM) combines the ideas of job enrichment and socio-

technical theory. Managers who implement TQM design jobs that empower indi-

viduals to make important decisions about product/service quality. The 

empowerment process encourages participative management, team-oriented task 

modules, and autonomy.     

 JOB DESIGN AND ETHICS 

No manager would dispute that jobs should be designed in 

a way that eliminates, or at least minimizes, the likelihood 

that employees may experience adverse physical or health 

consequences from performing their jobs. Inevitably, when 

this principle is applied at the workplace, the issue becomes 

much more complicated. Johnson Controls, Inc. created a 

fetal protection policy in 1982 at several of its 15 car battery 

plants. The policy banned women between the ages of 18 and 

70 from jobs that include potential exposure to lead (which 

can cause birth defects in fetuses). Opponents of this policy 

(such as the United Auto Workers) claimed it was discrimi-

natory and did nothing to protect male workers from unsafe 

working conditions.

The U.S. Supreme Court settled the case by striking down 

such policies. The Court argued that these policies create 

sex discrimination and that employers may not exclude 

women from jobs that are not more hazardous to women 

than to men, even though they may be hazardous to unborn 

children. Thus, the Court invalidated the fetal protection 

 policy of an automobile battery manufacturer (see United 

Auto Workers v. Johnson Controls, Inc., U.S. Supreme Court 

No. 89-1215, March 20, 1991).

So, what should companies do?

1. Eliminate or reduce workplace hazards where possible.

2. Educate employees (male and female) about job risk.

3. Talk with women about their pregnancies and give them 

every possible opportunity to comply with their doctors’ 

advice.

4. Do not create separate policies to protect women only. 

Make sure the policy is inclusive so that all employees are 

provided with a safe and secure workplace.

Sources: Sue Shellenbarger, “Recent Suits Make Pregnancy Issues 

Workplace Priorities,” The Wall Street Journal, January 14, 1998; 

Joann S. Lublin, “Decision Poses Dilemma for Employers,” The Wall 

Street Journal, March 21, 1991, p. B1; and “Fetal Protection Policies,” 

HR Magazine, January 1991, pp. 81–83.

Y O U  B E  T H E  J U D G E  C O M M E N T
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   1.   Why should organizations allow, even encourage, their employees to pursue non-

work hobbies and volunteer opportunities? Would having such opportunities 

make you more likely to take a job with a particular company, or would it have no 

effect on your decision? Explain.  

   2.   Explain the differences between job enlargement and job enrichment and ana-

lyze the relative advantages of  these two approaches in organizations you have 

worked for.  

   3.   What is the significance of the idea of quality of work life (QWL)? In particular, 

what would seem to be the trade-offs between meaningful jobs and productive 

jobs during periods of declining economic activity and unemployment?  

   4.   There is a distinct move away from a “job” emphasis in some industries. Why is 

this occurring?  

   5.   Assume that you are a restaurant supervisor in charge of 10 waiters. You notice 

that they appear bored with their jobs and that customer service is starting to de-

cline. How can you redesign their jobs to make their work more interesting and 

more meaningful? Would you enrich or enlarge their jobs? Explain.  

   6.   Describe the most meaningful job that you have ever had. Why was it meaningful? 

Do you agree with that part of  job characteristics theory that posits that mean-

ingful jobs tend to be more motivational?  

   7.   Job enrichment is realized through changes to job depth. What changes can man-

agers make to existing jobs that will provide employees with greater opportunities 

to exercise discretion?  

   8.   Think about a current or previous job in which you were very motivated. What 

three factors motivated you the most about that job? Were they intrinsic or extrin-

sic outcomes?     9.   Employees are increasingly interested in jobs with flexible work schedules. What 

factors are driving this interest?  

  10.   As you understand the idea and practice of  total quality management, do you 

believe that it’s the wave of the future in American organizations? Explain.     

Review and 

Discussion 

Questions     

 Objectives   

  1.   To illustrate individual differences in preferences 

about various job design characteristics.  

  2.   To illustrate how your preferences may differ 

from those of others.  

  3.   To examine the most important and least impor-

tant job design characteristics and how managers 

would cope with them.     

 Starting the Exercise 

 First you will respond to a questionnaire asking 

about your job design preferences and how you view 

the preferences of others. After working through the 

questionnaire individually, small groups will be 

formed. In the groups, discussion will focus on the 

individual differences in preferences expressed by 

group members. 

     Exercise 

 Exercise 6.1:    Job Design Preferences   
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Reality Check

Now how much do you know about job design?

 6. True or false: The “position analysis questionnaire” is a method of job analysis that takes into 

account the human, task, and technological factors of jobs and job classes.

a. True

b. False

 7. An example of a job that is high in depth and high in range is ______________.

a. receptionist

b. accountant

c. president/CEO

d. firefighter

 8. True or false: The O*NET is a comprehensive and flexible, Internet-accessible database created 

by the U.S. Department of Labor that describes occupations.

a. True

b. False

 9. ______________ refers to an employee’s connections with other employees within the organiza-

tion and his or her fit with the job, organization, and community.

a. Job embeddedness

b. Job connectivity

c. Job attachment

d. Job enlargement

10. For virtual teams to succeed, which of the following is true?

a. Virtual team members must be carefully selected.

b. Teams need to develop a sense of purpose and shared goals.

c. Trust between team members should be cultivated early in the process.

d. All (a–c) are correct.

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. c  3. c  4. b  5. a     6. a  7. c  8. a  9. a  10. d   

   Number Correct     Number Correct   

       _________       _________       

Job design is concerned with a number of  attri-

butes of  a job. Among these attributes are the job 

itself, the requirements of  the job, the interpersonal 

interaction opportunities on the job, and perfor-

mance outcomes. Individuals prefer certain attri-

butes. Some prefer job autonomy, while others 

prefer to be challenged by different tasks. It is obvi-

ous that individual differences in preferences would 

be an important consideration for managers. An 

exciting job for one person may be a demeaning 

and boring job for another. Managers could use 

this type of  information in attempting to create 

job design conditions that allow organizational 

goals and individual goals and preferences to 

be matched.

The Job Design Preference form is presented be-

low. Please read it carefully and complete it after 

considering each characteristic listed. Due to space 

limitations, not all job design characteristics are in-

cluded for your consideration. Use only those that 

are included on the form.

Phase I: 15 Minutes

Individually complete the A and B portions of  the 

Job Design Preference form.
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   Part 1  

 The Hovey and Beard Company manufactured a va-

riety of  wooden toys, including animals, pull toys, 

and the like. The toys were manufactured by a trans-

formation process that began in the wood room. 

There, toys were cut, sanded, and partially assem-

bled. Then the toys were dipped into shellac and 

sent to the painting room. 

   In years past, the painting had been done by 

hand, with each employee working with a given toy 

until its painting was completed. Most of  the toys 

were only two colors, although a few required more 

than two. Now, in response to increased demand for 

the toys, the painting operation was changed so the 

painters sat in a line by an endless chain of  hooks. 

These hooks moved continuously in front of  the 

painters and passed into a long horizontal oven. 

Each painter sat in a booth designed to carry away 

fumes and to backstop excess paint. The painters 

would take a toy from a nearby tray, position it in a 

jig inside the painting cubicle, spray on the color 

 Case 

 Case 6.1:  The Hovey and Beard Company Case  

Phase II: 45 Minutes

  1.   The instructor will form groups of  four to six 

 students.  

  2.   Discuss the differences in the rankings individu-

als made on the A and B parts of the form.  

  3.   Present each of the A rank orders of group mem-

bers on a flip chart or the blackboard. Analyze 

the areas of agreement and disagreement.  

  4.   Discuss what implications the A and B rankings 

would have to a manager who would have to su-

pervise a group such as the group you are in. That 

is, what could a manager do to cope with the 

 individual differences displayed?   

 Job Design Preference Form   

 A. Your Job Design Preferences 

 Decide which of the following is most important to 

you. Place a 1 in front of the most important charac-

teristic. Then decide which is the second most impor-

tant characteristic to you and place a 2 in front of it. 

Continue numbering the items in order of  impor-

tance until the least important is ranked 10. There 

are no right answers, since individuals differ in their 

job design preferences. Do not discuss your individ-

ual rankings until the instructor forms groups. 

 _____       Variety in tasks  

 _____    Feedback on performance from doing 

the job  

 _____   Autonomy  

 _____   Working as a team  

 _____   Responsibility  

   _____     Developing friendships on the job  

   _____     Task identity  

 _____       Task significance  

 _____           Having the resources to perform well  

 _____        Feedback on performance from others 

(e.g., the manager, co-workers)      

 B. Others’ Job Design Preferences 

 In the A section you have provided your preferences. 

Now number the items as you think others would 

rank them. Consider others who are in your course, 

class, or program, that is, those who are also com-

pleting this exercise. Rank the factors from 1 (most 

important) to 10 (least important). 

   _____     Variety in tasks  

   _____      Feedback on performance from doing 

the job  

   _____     Autonomy  

   _____     Working as a team  

   _____     Responsibility  

   _____     Developing friendships on the job  

   _____     Task identity  

 _____       Task significance  

   _____     Having the resources to perform well  

 _____            Feedback on performance from others 

(e.g., the manager, co-workers)          
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 according to a pattern, and then hang the toy on a 

passing hook. The rate at which the hooks moved 

was calculated by the engineers so that each painter, 

when fully trained, could hang a painted toy on each 

hook before it passed beyond reach. 

   The painters were paid on a group bonus plan. 

Since the operation was new to them, they received a 

learning bonus that decreased by regular amounts 

each month. The learning bonus was scheduled to 

vanish in six months, by which time it was expected 

that they would be on their own—that is, able to 

meet the production standard and earn a group bo-

nus when they exceeded it.  

 Questions  

  1.   Assume that the training period for the new job 

setup has just begun. What change do you predict 

in the level of  output of  the painters? Increase, 

decrease, or stay the same? Why?  

  2.   What other predictions regarding the behavior of 

these painters do you make based upon the situa-

tion described so far?       

 Part 2  

 By the second month of the training period, trouble 

developed. The painters learned more slowly than 

had been anticipated, and it began to look as though 

their production would stabilize far below what was 

planned. Many of  the hooks were going by empty. 

The painters complained that the hooks moved too 

fast and that the engineer had set the rates wrong. A 

few painters quit and had to be replaced with new 

ones. This further aggravated the learning problem. 

The team spirit that the management had expected 

to develop through the group bonus was not in evi-

dence except as an expression of what the engineers 

called “resistance.” One painter, whom the group re-

garded as its leader (and the management regarded 

as the ringleader), was outspoken in taking the com-

plaints of  the group to the supervisor. These com-

plaints were that the job was messy, the hooks 

moved too fast, the incentive pay was not correctly 

calculated, and it was too hot working so close to 

the drying oven.    

 Part 3  

 A consultant was hired to work with the supervisor. 

She recommended that the painters be brought 

 together for a general discussion of  the working 

 conditions. Although hesitant, the supervisor agreed 

to this plan. 

   The first meeting was held immediately after the 

shift was over at 4 p.m. It was attended by all eight 

painters. They voiced the same complaints again: 

The hooks went by too fast, the job was too dirty, 

and the room was hot and poorly ventilated. For 

some reason, it was this last item that seemed to 

bother them most. The supervisor promised to dis-

cuss the problems of  ventilation and temperature 

with the engineers, and a second meeting was sched-

uled. In the next few days the supervisor had several 

talks with the engineers. They, along with the plant 

superintendent, felt that this was really a trumped-up 

complaint and that the expense of  corrective mea-

sures would be prohibitively high. 

   The supervisor came to the second meeting with 

some apprehensions. The painters, however, did not 

seem to be much put out. Rather, they had a pro-

posal of their own to make. They felt that if  several 

large fans were set up to circulate the air around 

their feet, they would be much more comfortable. 

After some discussion, the supervisor agreed to pur-

sue the idea. The supervisor and the consultant dis-

cussed the idea of  fans with the superintendent. 

Three large fans were purchased and installed. 

   The painters were jubilant. For several days the 

fans were moved about in various positions until 

they were placed to the satisfaction of  the group. 

The painters seemed completely satisfied with the 

results, and the relations between them and the su-

pervisor improved visibly. 

   The supervisor, after this encouraging episode, 

decided that further meetings might also prove prof-

itable. The painters were asked if  they would like to 

meet and discuss other aspects of  the work situa-

tion. They were eager to do this. Another meeting 

was held and the discussion quickly centered on the 

speed of  the hooks. The painters maintained that 

the engineer had set them at an unreasonably fast 

speed and that they would never be able to fill 

enough of them to make a bonus. 

   The discussion reached a turning point when 

the group’s leader explained that it wasn’t that the 

painters couldn’t work fast enough to keep up with 

the hooks but that they couldn’t work at that pace 

all day. The supervisor explored the point. The 

painters were unanimous in their opinion that they 

could keep up with the belt for short periods if  

they wanted to. But they didn’t want to because if  
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they showed they could do this for short periods 

then they would be expected to do it all day. The 

meeting ended with an unprecedented request by 

the painters: “Let us adjust the speed of  the belt 

faster or slower depending on how we feel.” The 

supervisor agreed to discuss this with the superin-

tendent and the engineers. 

   The engineers reacted negatively to the sugges-

tion. However, after several meetings it was granted 

that there was some latitude within which varia-

tions in the speed of  the hooks would not affect the 

finished product. After considerable argument with 

the engineers, it was agreed to try the painters’ 

idea. 

   With misgivings, the supervisor had a control 

with a dial marked “low, medium, fast” installed at 

the booth of the group leader. The speed of the belt 

could now be adjusted anywhere between the lower 

and upper limits that the engineers had set.  

 Questions  

  1.   What changes do you now expect in the level of 

output of the painters? Increase, decrease, or stay 

the same? Why?  

  2.   What changes do you expect in the feelings of the 

painters toward their work situation? More posi-

tive, more negative, or no change? Why?  

  3.   What other predictions do you make about the 

behavior of the painters?       

 Part 4  

 The painters were delighted and spent many lunch 

hours deciding how the speed of the belt should be 

varied from hour to hour throughout the day. Within 

a week the pattern had settled down to one in which 

the first half  hour of the shift was run on a medium 

speed (a dial setting slightly above the point marked 

“medium”). The next two and a half  hours were run 

at high speed, and the half  hour before lunch and 

the half  hour after lunch were run at low speed. The 

rest of the afternoon was run at high speed with the 

exception of the last 45 minutes of  the shift, which 

was run at medium. 

   The constant speed at which the engineers had 

originally set the belt was actually slightly below the 

“medium” mark on the control dial; the average 

speed at which the painters were running the belt 

was on the high side of the dial. Few, if  any, empty 

hooks entered the oven, and inspection showed no 

increase of rejects from the paint room. 

   Production increased, and within three weeks 

(some two months before the scheduled ending of the 

learning bonus) the painters were operating at 30 to 

50 percent above the level that had been expected un-

der the original arrangement. Naturally, their earn-

ings were correspondingly higher than anticipated. 

They were collecting their base pay, earning a consid-

erable piece-rate bonus, and still benefiting from the 

learning bonus. They were earning more now than 

many skilled workers in other parts of the plant.  

 Questions  

  1.   How do you feel about the situation at this 

point?  

  2.   Suppose that you were the supervisor. What 

would you expect to happen next? Why?       

 Part 5  

 Management was besieged by demands that the in-

equity between the earnings of  the painters and 

those of other workers in the plant be taken care of. 

With growing irritation between the superintendent 

and the supervisor, the engineers and supervisor, 

and the superintendent and engineers, the situation 

came to a head when the superintendent revoked the 

learning bonus and returned the painting operation 

to its original status: The hooks moved again at their 

constant, time-studied, designated speed. 

   Production dropped again and within a month 

all but two of the eight painters had quit. The super-

visor stayed on for several months, but, feeling ag-

grieved, left for another job.        
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 Evaluation, Feedback, 
and Rewards   
 Learning Objectives 

 After completing Chapter 7, you should be 

able to: 

  •   Describe  several purposes of performance 

evaluation. 

  •   Explain  why a 360-degree feedback pro-

gram is considered more  comprehensive. 

  •   Discuss  different types of reinforcement 

schedules. 

  •   Compare  intrinsic and extrinsic rewards. 

  •   Describe  the relationship between intrinsic 

rewards and organizational commitment. 

  •   Understand  the role rewards play in 

 turnover, absenteeism, performance, and 

commitment. 

  •   Identify  several innovative reward 

 systems.    

 Organizations use a variety of rewards to attract and retain people and to motivate them 

to achieve their personal and organizational goals. Managers must address almost daily 

the manner and timing of distributing rewards, such as pay, transfers, promotions, 

praise, and recognition. Rewards also can help create a climate that results in more 

challenging and satisfying jobs. Because these rewards are considered important by 

employees, they have significant effects on behavior and performance. In this chapter we 

are concerned with how rewards are distributed by managers. We discuss the reactions 

of people to rewards and examine the response of employees to rewards received in 

organizational settings. Additionally, we present the role of rewards in organizational 

absenteeism, turnover, commitment, and job performance. 

 Before individuals can be rewarded, there must be some basis for distributing 

rewards. Some rewards may accrue to all individuals simply by virtue of their employ-

ment with the organization. These are what are known as  universal  or  across-the-board 

rewards.  Other rewards may be a function of tenure or seniority. Many rewards, how-

ever, are related to job performance. 1  To distribute these rewards equitably, it is neces-

sary to evaluate employee performance. Thus, we begin this chapter with a look at 

performance evaluation. Developing effective evaluation systems is just as critical to 

organizational success as developing effective reward systems. Both systems represent 

efforts to influence employee behavior. To achieve maximum effectiveness, it is neces-

sary to carefully link employee evaluation systems with reward systems.  

 Evaluation of Performance  

 Virtually every organization of  at least moderate size has a formal employee perfor-

mance evaluation system. Assessing and providing feedback about performance is 

considered essential to an employee’s ability to perform job duties effectively. 2  In 

   C H A P T E R  S E V E N 
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Reality Check

How much do you know about performance evaluation?

1. True or false: There are many different purposes for conducting performance appraisals, including 

the identification of high-potential employees and the evaluation of previous training programs.

a. True

b. False

2. Some performance appraisals have a  orientation; whereas other performance 

appraisals have more of a(n)  orientation.

a. goal setting; empowerment

b. judgmental; developmental

c. perceptual; psychological

d. None of the above (a–c) are correct.

3. Effort, self-motivation to adjust, and persistence are all elements of the  section 

of the “cognitive model of feedback.”

a. behavioral results

b. mental processing

c. cognitive evaluation

d. individual characteristics

4. A  feedback program can include evaluations about an employee’s performance 

from co-workers, supervisors, subordinates, and customers.

a. global

b. complete

c. 360-degree

d. certified

5.  are behaviors that can be influenced by altering the consequences (rewards and 

punishments) that follow these behaviors.

a. Outcomes

b. Reinforcers

c. Operants

d. Conditions

discussing this topic, we will identify the purposes performance evaluation may serve 

and examine what the focus of  evaluations should be. We also will look at a number 

of  performance evaluation methods, examining their strengths and weaknesses. 

  Purposes of Evaluation 

 The basic purpose of evaluation, of course, is to provide information about work per-

formance. 3  More specifically, however, such information can serve a variety of purposes. 

Some of the major ones are:

   1.   Provide a basis for reward allocation, including raises, promotions, transfers, 

layoffs, and so on.  

  2.   Identify high-potential employees.  

  3.   Validate the effectiveness of employee selection procedures.  

  4.   Evaluate previous training programs.  

  5.   Stimulate performance improvement.  

  6.   Develop ways of overcoming obstacles and performance barriers.  



  7.   Identify training and development opportunities.  

  8.   Establish supervisor–employee agreement on performance expectations.    

   These eight specific purposes can be grouped into two broad categories. The first 

four have a  judgmental orientation;  the last four have a  developmental orientation.  

Evaluations with a judgmental orientation focus on past performance and provide a 

basis for making judgments regarding which employee should be rewarded and how 

effective organizational programs—such as selection and training—have been. Evalu-

ations with a developmental orientation are more concerned with improving future 

performance by ensuring expectations are clear and by identifying ways to facilitate 

employee performance through training. These two broad categories are not mutually 

exclusive. Performance evaluation systems can, and do, serve both general purposes. 

   The general purpose for which performance evaluations are conducted will vary across 

different cultures, as will the frequency with which evaluations are conducted, who con-

ducts them, and a variety of other components. The above Global OB illustrates some 

cultural differences in typical performance evaluations across three countries.   

 Focus of Evaluation 

 Effective performance evaluation is a continuous, ongoing process and, simply stated, 

involves asking two questions: “Is the work being done effectively?” and “Are employee 

CULTURAL DIFFERENCES IN PERFORMANCE 

 EVALUATIONS
Performance evaluations, like many other management proce-

dures, are not universally the same across all cultures. The pri-

mary purpose served by evaluations, the procedures used to 

conduct evaluations, and the manner in which information is 

communicated are just a few of the components of performance 

evaluation that may differ as a function of the culture in which 

the evaluation is being conducted. Below are examples of some 

differences that exist between the United States, Saudi Arabia, 

and Japan. For each country, the descriptions of the various 

components reflect usual or typical practice. Clearly, within any 

single country there will be variations between organizations 

and, less frequently, within organizations.

Sources: Adapted from a report of the Association of Cross-Cultural 

Trainers in Industry, Southern California, 1984; and from P.R. Harris and 

R.T. Moran, Managing Cultural Differences, 6th ed. (Burlington, MA: 

Butterworth-Heinemann, 2004).

G L O B A L  O B

Component United States Saudi Arabia Japan

Purpose Fairness, employee  Placement Employee development

 development

Who conducts evaluation? Supervisor Manager several layers Mentor and supervisor

  higher

Frequency Once a year or periodically Once a year Developmental appraisal 

   once a month; evaluation 

   appraisal after 12 years

Assumptions Objective appraiser is fair Subjective more important Objective and subjective

  than objective equal importance

Manner of communication Criticism direct and may be Criticism subtle and will not Criticism subtle and given 

and feedback in writing be in writing orally

Rebuttals Employee will feel free to Employee will feel free to Employee will rarely rebut

 rebut rebut

Praise Given individually Given individually Given to entire group

181
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skills and abilities being fully utilized?” The first question tends toward a judgmental 

orientation, while the second is more developmental in nature. Generally, evaluations 

should focus on translating the position responsibilities into each employee’s day-to-day 

activities. Position responsibilities are determined on the basis of a thorough job analy-

sis, a procedure discussed in detail in Chapter 6. Additionally, the evaluation should 

 assist the employee in understanding these position responsibilities, the work goals 

 associated with them, and the degree to which the goals have been accomplished. 

   Performance evaluations should focus on job performance, not individuals. If a soft-

ware engineer’s work comes to her by electronic communication and she forwards the 

completed work via e-mail to persons with whom she has no personal contact, should 

the fact that she cannot express herself well when talking to someone be an important 

factor in judging her performance? If  we focus on her communication ability, we are 

concerned about her as an individual and are evaluating  her.  But if  we look at this in 

relation to its effect on how well she does her job, we are evaluating her    performance    .  

   When evaluating employee behavior, it is necessary to ensure not only that the 

focus of the appraisal remains on job performance, but that it also has proper weight-

ing of  relevant behaviors. Relevancy, in the context of  performance evaluation, has 

three aspects: deficiency, contamination, and distortion.  Deficiency  occurs when the 

evaluation does not focus on all aspects of  the job. If  certain job responsibilities and 

activities are not considered, the evaluation is deficient.  Contamination  can be said to 

be the reverse of  deficiency. It occurs when activities  not  part of  the job are included 

in the evaluation. If  we evaluate the software engineer mentioned in the previous 

paragraph on her verbal skills, this would be a form of  contamination. Finally, 

 distortion  takes place in the evaluation process when an improper emphasis is given 

to various job elements. If, for example, placing the phones on automatic answering 

at the close of  each business day is only a small element of  a secretary’s job, making 

that activity the major factor in evaluating his performance would be distorting that 

particular job element. Well-focused performance evaluations avoid deficiency, con-

tamination, and distortion.   

 Improving Evaluations 

 It has been suggested that performance evaluation is the most important human 

resource function in an organization. 4  Developing an effective performance evaluation 

system constitutes a critical and challenging task for management. This means, among 

other things, maximizing the use and acceptance of the evaluations while minimizing 

dissatisfaction with any aspect of  the system. Not all performance appraisal 

approaches are well received by managers and employees. For example, the forced 

rankings approach in which managers must place a certain percentage of employees 

into each performance category (e.g., above, at, and below average) has been met with 

resistance at many organizations. Some managers have difficulty labeling some of 

their employees as “below average” even if  they perform at a slightly lower capacity 

than other employees in the department. A full treatment of performance evaluation 

problems and methods of  overcoming them is beyond the scope of  our discussion 

here. We offer, however, the following suggestions for improving the effectiveness of 

virtually any evaluation system.  

  1.   Higher levels of  employee participation  in the evaluation process lead to more satis-

faction with the system.  

  2.   Setting  specific performance goals  to be met results in greater performance improve-

ment than discussions of more general goals.  

      performance  
 A set of employee 

work-related behaviors 

designed to accomplish 

organizational goals.     
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  3.   Evaluating subordinates’ performance is an important part of  a supervisor’s job; 

managers should  receive training  in the process, and they should be evaluated on 

 how effectively  they discharge this part of their own job responsibilities.  

  4.   Systematic evaluation of  performance does little good if  the results are not 

 communicated  to employees.  

  5.   Performance evaluation feedback should not focus solely on problem areas; good 

performance should be  actively recognized and reinforced.   

  6.   Remember that while formal performance evaluation may take place on a set sched-

ule (for example, annually), effective evaluation is a  continuous, ongoing process .   

   To the extent that performance is linked with the organization’s reward system, 

performance evaluation represents an attempt to influence the behavior of organiza-

tional members. That is, it is an attempt to  reinforce  the continuation or elimination of 

certain actions. The basic assumption is that behavior is influenced by its consequences 

and that it is possible to affect behavior by controlling such consequences. Conse-

quently, we begin our discussion of rewarding individual behavior by examining the 

topic of reinforcement.     

 Performance Evaluation Feedback  

 Upon the completion of a performance evaluation, the manager (evaluator) usually is 

expected to provide feedback. The feedback session provides information concerning 

the rationale for the evaluation to the individual. If  possible, objective information is 

used to guide the evaluated employee to improve or sustain performance. The need for 

feedback among people on and off  the job is significant. People want to know how 

they are doing, how they are being perceived by others, and how they can make 

adjustments to perform better. Simply telling someone “you are doing OK,” “keep up 

the good work,” or “you’re too emotional” is too vague and subjective to be useful to 

bring about improvement. 

   One of the most dreaded experiences of managers is delivering feedback to a poorly 

performing employee. Telling a person that you have evaluated his performance as 

inadequate, poor, or below expectations is difficult. Giving a person bad news is just 

not a comfortable, enjoyable experience. 

   An illustration of  how dreaded providing feedback can be is an exercise used at 

PricewaterhouseCoopers. Staff  members sitting opposite each other in a meeting are 

told they are to form an impression of the other person in the next few minutes. When 

the time has expired, the participants are informed that they will not be required to 

provide feedback of their impressions after all. 5  The exercise is designed to show how 

fearful people become when they are faced with informing someone about their 

impressions. Those dreaded feelings are a product of the top-down manner in which 

appraisal feedback has usually occurred. Managers typically tell subordinates what is 

wrong or right and how they should improve performance.  

 Purpose of Evaluation Feedback 

 Performance evaluation feedback can be instructional and/or motivational to the 

receiver (the evaluated person). Feedback instructs when it points out areas for improve-

ment and teaches new behavior. For example, a sales associate may be informed that his 

reporting of expenses is not organized and is not detailed enough. A new program for 

preparing sales expense reports could improve his reports. Learning how to use the 
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program permits the sales associate to use his laptop and the program to prepare reports 

that are considered accurate, informative, and timely. 

   Performance evaluation feedback is motivational when it provides a reward or 

promises a reward. A supervisor informing a technician that her report is superb and 

will serve as an example of an outstanding model is a form of reward via recognition. 

Receiving a compliment or sign of excellent work from a valued colleague (e.g., super-

visor, peer, or subordinate) can be very motivational and energizing. 

   A meta-analysis of  more than 20,000 feedback incidents revealed interesting 

results. First, while feedback did have an impact on increasing performance, the ac-

tual performance declined in over 38 percent of  the reported feedback incidents. 6  

This analysis of  multiple studies suggests that managers need to understand how 

people process feedback. As  Exhibit 7.1  illustrates, feedback is emitted from the per-

son (self), others (supervisors, colleagues), and the job itself. This feedback impacts 

the person who processes the feedback before acting or behaving. Feedback does not 

simply lead directly to efforts to improve performance. The cognitive processing that 

occurs involves many characteristics and factors. 

   A Feedback Model 

 Exhibit 7.1 presents a sample of feedback sources, individual characteristics, and cog-

nitive evaluation factors that have an impact on the eventual behavioral outcomes. 

People who possess high self-efficacy are candidates for wanting feedback. They want 

to verify and validate their competency or self-efficacy. 

   As Exhibit 7.1 points out, feedback can result in greater effort, a desire to make 

corrective adjustments, and persistence. These can be very positive behaviors that ulti-

mately result in better or improved performance. Another possible consequence of 

feedback is disregarding it or simply not accepting it as valid. 

   Research and the practical implementation of feedback provide ways feedback can 

improve performance. 7  First, give feedback frequently, not once a year at a perfor-

mance evaluation session. Second, permit the evaluated person to participate in the 

feedback sessions. This serves as a two-way exchange, problem-solving approach 

rather than an “evaluator telling” method. When employees participate they are 

Behavioral Results

• Effort
• Self-motivation to
 adjust
• Persistence
• Disregard or
 nonacceptance

Evaluated Person

Individual Characteristics

• Perceptual process
• Values
• Needs
• Goals
• Self-concept
• Self-efficacy

• Credibility of feedback
 source
• Expectancies
• Personal standards
• Form of feedback
 (Objective or subjective) 

Cognitive Evaluation

• Person

• Others

• Job

EXHIBIT 7.1

Cognitive Model of 

Feedback: Sample 

of Sources, 

Characteristics, 

Cognitive Evaluation, 

and Behavioral Results

Sources: Based on A.N. Kluger 

and A. DeNisi, “The Effects 

of Feedback Interventions on 

Performance: A Historical 

Review, a Meta-Analysis, and 

a Preliminary Feedback 

 Intervention Theory,” 

 Psychological Bulletin, 

March 1996, pp. 254–84; and 

R. Kreitner and A. Kinicki, 

Organizational Behavior 

(New York: McGraw-Hill/

Irwin, 2004), pp. 325–26.
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usually more satisfied with the feedback communication. Third, in providing feed-

back, do not solely focus on ineffective performance or problems. Praise, recognition, 

and encouragement serve as a form of positive reinforcement. Fourth, address results, 

goals, and goals accomplished, and not performer characteristics. 8  A golden rule of 

gaining and maintaining the respect of  subordinates (evaluated employees) is to not 

attack or discuss their personality, attitudes, or values. These four guidelines are 

not perfect, nor do they always work effectively, but they are supported by research 

and they are not difficult to implement.   

 Multisource Feedback: A 360-Degree Approach 

 An increasing number of  firms are using multisource feedback, instead of  only a 

top-down feedback program. A recent survey suggests that 90 percent of  Fortune 

1000 firms use some form of  multisource program. The increasing use of  multi-

source programs is the result of  calls for more fairness, clarity, and credibility in 

performance improvement programs. 

   In a 360-degree program, evaluators could include creditors, peers or team mem-

bers, supervisors, subordinates, and the person. Anyone in the person’s full domain 

(his or her circle or 360-degree range) could serve as an evaluator. For example, Google 

allows its managers and employees to request reviews from anyone across the organi-

zation, including peers, supervisors, customers, and suppliers. 9  It is assumed that this 

network has a truer picture of  a person’s performance than just a supervisor or any 

other category by itself. 

   As organizations attempt to improve the impact of their 360-degree feedback pro-

grams, several best practices are being used: 10  

  1.    Use 360-degree feedback primarily for individual development.  This will help increase 

the acceptance of the program by employees.  

  2.    Integrate 360-degree feedback with other activities.  Assessment results can be 

followed by additional coaching and training, goal setting, and organizational 

development initiatives.  

  3.    Link the feedback process with the overall strategy and direction of the firm.  For 

example, build in customers if  the firm’s strategy is to become more customer-

focused.  

  4.    Exert administrative control over every aspect of the 360-degree process.  This includes 

helping to choose raters and training everyone involved in the process.  

  5.    Make senior management role models.  When employees see senior managers receiv-

ing and acting on 360-degree feedback, they are more likely to take the initiative 

seriously.  

  6.    Use highly trained internal coaches to leverage the investment.  Coaches can help 

employees interpret results and create action plans for improvement.  

  7.    Evaluate the effectiveness or return on investment of the process.  Measure out-

comes associated with the 360-degree feedback program and make modifications 

as necessary.    

   A comprehensive research study that analyzed the results of 24 research studies on 

multisource feedback reported modest (and positive) improvements in employee per-

formance as a result of the feedback. 11  Another study reported that 360-degree feed-

back of 428 retail associate store managers was more valid in predicting assessment 

center performance than using managerial ratings alone. 12   
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 Arguments in Favor of 360-Degree Feedback 

 Research evidence is still insufficient to support the use of a multisource, 360-degree 

performance feedback program. The constant concern about fairness and credibility 

in evaluation is the major argument in favor of 360-degree programs. Multiple raters 

have different viewpoints of a person’s performance. A supervisor has a single-person’s 

perspective or overview. It is considered more thorough and credible to have multiple 

views being expressed. 

 There appears to be support among evaluated persons for a 360-degree program. 

Employee acceptance is important in using any management-initiated program. 13    

 Arguments against 360-Degree Feedback 

 When information is being used to pinpoint performance, feedback providers may be 

reluctant to provide true ratings for fear that negative comments might be used against 

the person’s career progress or salary progression. If  feedback sources are concerned 

about the use of their ratings, they may inflate such ratings. 14  

 Another argument against 360-degree programs involves the frequency of observa-

tion of  performance. How often does a supplier or even a peer view, firsthand, the 

performance of  a person? Differences in observation frequency across evaluators 

result in varying responses based not on actual or regular performance, but on what 

was observed on a limited number of occasions. 15  

 In sum, the 360-degree feedback process, when developed, administered, and man-

aged in a proper manner, offers promise to managers who are interested and brave 

enough to receive information on how they are doing. However, additional research is 

necessary to fine-tune 360-degree feedback programs and to determine whether they 

can make a major impact on employees’ job performance. 

 There are available 360-degree feedback approaches for teams, as well. A software 

product called TeamWorks/360 focuses on the team as a group, rather than on indi-

viduals. Each team member rates the team’s performance, then internal or external 

customers rate the team’s performance. The software is used to provide ratings on 

31 behaviors. All team members rate themselves on each of the behaviors. Team members 

can also evaluate other members of the team. 16  

 A summary graph shows the team member how his or her self-rating compares 

with the views of  other evaluators (e.g., other team members, customers). In addi-

tion, the report received by a team member indicates the five areas in which the 

member’s performance was most effective and the five areas of  least-effective 

performance.      

 Reinforcement Theory  

 Learning experts believe that reinforcement is the most important principle of learn-

ing. Desirable or reinforcing consequences (e.g., recognition in the feedback program 

of doing an excellent job) will increase the strength of  a behavior (e.g., high-quality 

performance) and increase its probability of  being repeated. Undesirable or punish-

ment consequences will decrease the strength of a response and decrease its probabil-

ity of being repeated. 

   Attempts to influence behavior through the use of  rewards and punishments that 

are consequences of the behavior are called  operant conditioning.     Operants    are behav-

iors that can be controlled by altering the consequences that follow them. Most work-

place behaviors such as performing job-related tasks, reading a budget  report, or 

        operant  
 Behaviors amenable to 

control by altering the 

consequences (rewards 

and punishments) that 

follow them.     
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coming to work on time are operants. A number of important principles of  operant 

conditioning can aid the manager in attempting to influence behavior. 

  Reinforcement 

 Reinforcement is an extremely important principle of  conditioning. Managers often 

use  positive reinforcers  to influence behavior. A positive reinforcer is a stimulus that, 

when added to the situation, strengthens the probability of  a behavioral response. 

Thus, if  the positive reinforcer has value (is desirable) to the person, it can be used to 

improve performance. This is shown in cell I of  Exhibit 7.2 . (However, a positive rein-

forcer that has value to one person may not have value to another person.) Sometimes 

 negative reinforcers  may be used. Negative reinforcement refers to an increase in the 

frequency of a response following removal of the negative reinforcer immediately after 

the response. As an example, exerting high degrees of effort to complete a job may be 

negatively reinforced by not having to listen to the “nagging” boss (undesirable). That 

is, completing the job through increased effort (behavior) minimizes the likelihood of 

having to listen to a nagging stream of unwanted advice (negative reinforcer) from a 

superior. This is illustrated by cell IV in Exhibit 7.2. 

   Reinforcement is different from a reward in that a reward is perceived to be desir-

able and is provided to a person after performance. All rewards are not reinforcers. 

Recall that reinforcers are defined as increasing the rate of behavior.   

 Punishment 

    Punishment    is defined as presenting an uncomfortable or unwanted consequence for a 

particular behavioral response. It is an increasingly used managerial strategy. 17  Some 

work-related factors that can be considered punishments include a superior’s criticism 

or being demoted. While punishment can suppress behavior if  used effectively, it is a 

controversial method of behavior modification in organizations. It should be employed 

only after careful and objective consideration of all the relevant aspects of the situa-

tion. The dilemma of using punishment is displayed in cells II and III in Exhibit 7.2. 

Exhibit 7.2 compares positive and negative reinforcement and punishment when 

applied or withdrawn in a work setting. 

   Extinction 

  Extinction  means reducing unwanted behavior. When positive reinforcement for a 

learned response is withheld, individuals will continue to practice that behavior for 

some period of time. However, after a while, if  the nonreinforcement continues, the 

behavior will decrease in frequency and intensity and will eventually disappear. The 

decline and eventual cessation of the response rate is known as    extinction    .  For example, 

      punishment  
 Presenting an uncom-

fortable consequence 

for a particular 

behavior response or 

removing a desirable 

reinforcer because of 

a particular behavior 

response. Managers 

can punish by applica-

tion or punish by 

removal.     

      extinction  
 The decline in the 

response rate because 

of nonreinforcement.     

EXHIBIT 7.2
Rewards, 

Reinforcement, and 

Punishment

 Desirable Undesirable

 I III

Applied Positive reinforcement  Punishment

 (behavior increases) (behavior decreases)

 II IV

Withdrawn Punishment Negative reinforcement

 (behavior decreases) (behavior increases)
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the continual telephone calls from a financial advisor that are not returned are eventu-

ally going to stop. 

   Reinforcement Schedules 

 It is extremely important to properly time the rewards or punishments used in an 

organization. The timing of  these outcomes is called  reinforcement scheduling  (see 

 Exhibit 7.3 ). In the simplest schedule, the response is reinforced each time it occurs. 

This is called    continuous reinforcement    .  If  reinforcement occurs only after some 

instances of  a response and not after each response, an  intermittent reinforcement  

schedule is being used. From a practical viewpoint, it is virtually impossible to rein-

force continually every desirable behavior. Consequently, in organizational settings, 

almost all reinforcement is intermittent in nature. 

   An intermittent schedule means that reinforcement does not occur after every 

acceptable behavior. The assumption is that learning is more permanent when correct 

behavior is rewarded only part of  the time. Ferster and Skinner have presented four 

types of intermittent reinforcement schedules. 18  Briefly, the four are:

   1.    Fixed interval.  A reinforcer is applied only when the desired behavior occurs after 

the passage of  a certain period of  time since the last reinforcer was applied. An 

example would be to praise positive performance only once a week and not at other 

times. The fixed interval is one week.  

  2.    Variable interval.  A reinforcer is applied at some variable interval of time. A promo-

tion is an example.  

      continuous 
reinforcement  
 A schedule that is 

designed to reinforce 

behavior every time 

the behavior exhibited 

is correct.     

EXHIBIT 7.3 Reinforcement Schedules and Their Effects on Behavior

Source: Adapted from O. Behling, C. Schriesheim, and J. Tolliver, “Present Trends and New Directions in Theories of Work Effort,” Journal Supplement Abstract 

Service, American Psychological Association, 1974, p. 57.

Schedule Description When Applied to 

Individual

When Removed 

by Manager

Organizational 

Example

Continuous Reinforcer follows 

every response

Faster method for 

establishing new 

behavior

Faster method to 

cause extinction 

of new behavior

Praise after every 

new sale and 

order

Fixed interval Response after 

specific time 

period is 

reinforced

Some inconsistency 

in response 

frequencies

Faster extinction 

of motivated 

behavior than 

variable schedules

Weekly, bimonthly, 

monthly paycheck

Variable interval Response after 

varying period of

time (an average) 

is reinforced

Produces high 

rate of steady 

responses

Slower extinction 

of motivated 

behavior than 

fixed schedules

Transfers, unex-

pected bonuses, 

promotions, 

recognition

Fixed ratio A fixed number of 

responses must 

occur before 

reinforcement

Some inconsistency 

in response 

frequencies

Faster extinction 

of motivated 

behavior than 

variable schedules

Piece rate, 

commission on 

units sold

Variable ratio A varying number 

(average) of 

responses must 

occur before 

reinforcement

Can produce high 

rate of response 

that is steady and 

resists extinction

Slower extinction 

of motivated 

behavior than 

fixed schedules

Random checks 

for quality yield 

praise for doing 

good work



  3.    Fixed ratio.  A reinforcer is applied only if  a fixed number 

of desired responses has occurred. An example would be 

paying a salesperson for an e-learning firm for each dollar 

of  revenue above $6,000 for which she receives a 12 per-

cent commission.  

  4.    Variable ratio.  A reinforcer is applied only after a number 

of desired responses, with the number of desired responses 

changing from situation to situation, around an average.    

   Research on reinforcement schedules has shown that 

higher rates of  response usually are achieved with ratio 

rather than interval schedules. This finding is understand-

able since high response rates do not necessarily speed up the 

delivery of  a reinforcer in an interval schedule as they do 

with ratio schedules. Occasionally, however, reinforcement 

schedule research has produced unexpected findings. For ex-

ample, one study compared the effects of  continuous and 

variable ratio piece-rate bonus pay plans. Contrary to predic-

tions, the continuous schedule yielded the highest level of 

performance. One reason cited for the less-than-expected 

effectiveness of  the variable ratio schedules was that some 

employees working on these schedules were opposed to the 

pay plan. They perceived the plan as a form of  gambling, 

and this was not acceptable to them. 19  

   Using a praise program can serve as reinforcement. The 

nearby Management Pointer provides some guidelines on how 

to use a praise program to reinforce desirable performance.     

 A Model of Individual Rewards  

 The main objectives of reward programs are: (1) to attract qualified people to  join  the 

organization, (2) to  keep  employees coming to work, and (3) to  motivate  employees to 

achieve high levels of performance.  Exhibit 7.4  presents a model that attempts to inte-

grate satisfaction, motivation, performance, and rewards. Reading the exhibit from 

left to right suggests that the motivation to exert effort is not enough to cause accept-

able performance. Performance results from a combination of  the effort of  an indi-

vidual and the individual’s level of  ability, skill, and experience. The performance 

results of  the individual are evaluated either formally or informally by management, 

and two types of rewards can be distributed: intrinsic or extrinsic. 20  The rewards are 

evaluated by the individual, and to the extent the rewards are satisfactory and equita-

ble, the individual achieves a level of satisfaction. 

   A significant amount of research has been done on what determines whether indi-

viduals will be satisfied with rewards. Lawler has summarized five conclusions based 

on the behavioral science research literature. They are:

   1.    Satisfaction with a reward is a function both of how much is received and of how 

much the individual feels should be received.  This conclusion is based on the com-

parisons that people make. When individuals receive less than they feel they 

should, they are dissatisfied.  
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LEARN HOW TO PRAISE OTHERS

Praising the performance of a person is often 

gratifying. In The One Minute Manager, Ken 

Blanchard and Spencer Johnson provide 

straightforward pointers that can be easily 

implemented by management. Praise is a form of 

recognition that takes little time to provide. The 

power of such a reward is knowing that someone 

took the time to notice the achievement.

• Inform people that you are going to provide 

them with feedback on how they are doing.

• Praise people immediately.

• Inform people in specific terms what they 

did that you like.

• Praise people for going out of their way to 

help others perform their jobs.

• Tell people that the organization is a better 

place because of their excellent work.

• Remember when offering praise, use the 

person’s name. People like to hear their name.

• If possible, say “thank you” in the praise 

message.

Management Pointer
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   2.    An individual’s feelings of satisfaction are influenced by comparisons with what hap-

pens to others.  People tend to compare their efforts, skills, seniority, and job perfor-

mance with those of  others. They then attempt to compare rewards. That is, they 

compare their own inputs with the inputs of others relative to the rewards received. 

This input–outcome comparison was discussed when the equity theory of motiva-

tion was introduced in Chapter 5.  

   3.    Satisfaction is influenced by how satisfied employees are with both intrinsic and 

extrinsic rewards.  Intrinsic rewards are valued in and of themselves; they are related 

to performing the job. Examples would be feelings of accomplishment and achieve-

ment. Extrinsic rewards are external to the work itself; they are administered exter-

nally. Examples would be salary and wages, fringe benefits, and promotions. The 

debate among researchers as to whether intrinsic or extrinsic rewards are more 

important in determining job satisfaction has not been settled because most studies 

suggest that both rewards are important. One clear message from the research is 

that extrinsic and intrinsic rewards satisfy different needs.  

   4.    People differ in the rewards they desire and in how important different rewards are to 

them.  Individuals differ on what rewards they prefer. In fact, preferred rewards vary 

at different points in a person’s career, at different ages, and in various situations.  

   5.    Some extrinsic rewards are satisfying because they lead to other rewards.  For example, 

a large office or an office that has carpeting or drapes is often considered a reward 

because it indicates the individual’s status and power. Money is a reward that leads 

to such things as prestige, autonomy and independence, security, and shelter.    

   The relationship between rewards and satisfaction is not perfectly understood, nor 

is it static. It changes because people and the environment change. However, any 

reward package should (1) be sufficient to satisfy basic needs (e.g., food, shelter, cloth-

ing), (2) be considered equitable, and (3) be individually oriented. 21  

   One aspect of some reward programs that is not considered involves taxation. For 

example, announcing a $1,000 bonus could be great news by itself. However, if  because 

of  taxes the recipients get only $667, the news may be less positive. An important 

question to determine is, “Is it possible to reward an employee without inflicting the 

burden of tax liability?” Yes, firms can either “gross up” cash incentives or put them 

into employees’ 401(k) retirement plans and health savings accounts. 22  Firms that 

Feedback

Experience Extrinsic
rewards

Motivation
to exert effort

Performance

results:

Individual

Performance
evaluation

Satisfaction

Intrinsic
rewards

Ability
and skill 

EXHIBIT 7.4

The Reward Process
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gross up cash incentives provide employees with the full value of  the bonus. For 

example, instead of issuing the $1,000 bonus, a company provides the employee with 

a check in the amount of $1,333. Thus, although the $1,333 is taxed, the employee still 

pockets $1,000.  

 Intrinsic and Extrinsic Rewards 

 The rewards shown in Exhibit 7.4 are classified into two broad categories: extrinsic 

and intrinsic. Whether rewards are extrinsic or intrinsic, it is important to first con-

sider the rewards valued by the person since an individual will put forth little effort 

unless the reward has value. An  intrinsic reward  is defined as one that is self-administered 

by the person. It provides a sense of satisfaction or gratification and, often, a feeling 

of pride for a job well done. An  extrinsic reward  is initiated from outside the person. 

Receiving praise from a supervisor is extrinsic or initiated by someone other than the 

person. Both extrinsic and intrinsic rewards can have value. We will examine both 

types in the following sections.  

 Extrinsic Rewards  

 Financial Rewards: Salary and Wages   Money is a major extrinsic reward. It has been 

said, “Although it is generally agreed that money is the major mechanism for reward-

ing and modifying behavior in industry . . . very little is known about how it works.” 23  

To really understand how money modifies behavior, the perceptions and preferences 

of the person being rewarded must be understood, a challenging task for a manager. 

Unless employees can see a connection between performance and merit increases, 

money will not be a powerful motivator. Equally challenging is how motivation is 

affected after managers implement a pay cut during difficult economic times. The 

 Organizational Encounter on page 192 discusses this issue in detail. 

 Many organizations utilize some type of  incentive pay plan to motivate employ-

ees. Lawler presents the most comprehensive summary of  the various pay plans and 

their effectiveness as motivators. 24  Each plan is evaluated on the basis of  the follow-

ing questions:

   1.   How effective is it in creating the perception that pay is related to performance?  

   2.   How well does it minimize the perceived negative consequences of  good perfor-

mance?  

   3.   How well does it contribute to the perception that important rewards other than 

pay (e.g., praise and interest shown in the employee by a respected superior) result 

in good performance?    

 A controversial issue regarding pay systems centers on whether they are public or 

private matters. Openness versus secrecy is not an either/or issue; it is a matter of degree. 

Some organizations will disclose the pay ranges, the pay decision criteria, and a schedule 

for receiving pay increases. Other organizations may present an entire array of employ-

ees and the pay increases each received in a particular performance review period. 

 Research indicates that a totally open pay system, in which there are no secrets 

about how much people are being paid, works best in organizations where employee 

performance can be measured in objective terms and there is low interdependence 

among employees. Organizations that specialize in selling to the public often employ 

individuals whose output can be measured and who do not have to work closely with 

other salespeople. A good example of  this would be a personal selling organization 

such as Mary Kay Cosmetics, where the results of  high-performing employees are 



made known to other employees and the public; for example, Mary Kay rewards its 

high achievers by buying them a new pink Cadillac. Since 1969, over 100,000 pink 

Cadillacs have been awarded to top performers worldwide. 25  

 For the open pay system to be motivational for employees, measures need to be 

available for all important aspects of a job (e.g., number of new customers per quarter, 

increase in purchases by customer, etc.) and an employee’s effort must be linked to 

short-term performance. In other words, a salesperson (and his or her peers) must see 

a same-month increase in pay (e.g., $300 for each new customer identified) as a result 

of finding two new customers that month. 

 If these conditions can be met, an open financial reward system can be well received. 

If, however, these conditions can’t be met, the conflict, backlash, and hostility of an 

open system should be avoided with another system. Management in a less than fully 

open pay system should work at presenting information on how performance and finan-

cial rewards are linked. Illustrating that desirable job assignments, promotions, and 

results of  performance appraisals are linked to improved financial rewards is an 

approach that takes on greater relevance when the pay system can’t be totally open. 26   

CUT PAY TO SAVE JOBS: FEW REWARDS DURING 

DIFFICULT TIMES

What do FedEx, Hewlett-Packard, Best Buy, The New York Times, 

CareerBuilder.com, and Capital One all have in common? In 

response to a recent worldwide recession, each one of these com-

panies chose to cut employees’ pay as a way to avoid layoffs. Why 

try to avoid layoffs? Even though employees are very sensitive 

about their pay and generally hate the idea of going back to lower 

pay levels, most see an across-the-board pay cut as a necessary 

evil during tough times. No one wants to see a co-worker, many 

with mortgages, car loans, children in college, and so on, get fired. 

By instituting a pay cut that includes the CEO and executives, an 

organization is seen as being socially responsible and compassion-

ate. Also, by keeping the workforce intact, the organization won’t 

find itself short-staffed when the economy picks up again. This will 

save the firm considerable time and money related to recruitment, 

selection, and training. A final benefit of the no-layoff approach is 

that customer service is preserved; in contrast, layoffs can lead to 

fewer and less-trained customer service personnel, ultimately 

reducing the quality of the firm’s customer service capabilities.

In tough times, when employees are giving back 10 or 20 per-

cent of their salaries and bonuses are being drastically reduced 

or eliminated, how can employees be “rewarded” so they don’t 

leave the organization? One approach is to use “customized” or 

“tiered” pay cuts whereby some employees don’t have to give 

back as much. This approach allows managers to protect top 

performers or lower earners who are more likely to live paycheck 

to paycheck. At FedEx, salaried workers who earn $150,000 or 

more received a 15 percent reduction in their pay; salaried 

employees making less gave back 10 percent; and hourly work-

ers will go from a 40-hour to 32-hour workweek. Mark Herd, CEO 

of Hewlett-Packard, took back as little as 2.5 percent from some 

employees but as much as 20 percent from others. Such a tiered 

approach allows managers to target pay cuts more precisely. A 

high-performing employee may be “rewarded” by receiving a 

small pay cut; it’s hoped that this gesture will help keep the indi-

vidual from leaving the firm.

A second approach to rewarding employees during tough 

times is to implement a reduced workweek or ask employees to 

volunteer for unpaid sabbaticals. According to a recent poll con-

ducted by the Society for Human Resource Management (SHRM), 

approximately 20 percent of U.S. companies have shortened the 

workweek as a way to reduce pay. Matt Ferguson, CEO of 

CareerBuilder.com, right after implementing a pay cut for 

employees that he hoped would only last through the summer of 

2009, “rewarded” the employees with only having to work a half 

day on Fridays. Ferguson gave employees time off as a way to 

compensate for the recent pay cuts.

Finally, employees can be “rewarded” by not being laid off, hav-

ing to give back any portion of their salaries, or reducing their work 

hours. According to the aforementioned SHRM poll, several organi-

zations took a variety of steps to save money and survive during the 

economic downturn, including implementing budget cuts across 

the whole organization (71 percent); not replacing employees who 

voluntarily leave the organization (63 percent); and implementing 

hiring freezes (52 percent). Many organizations and their employees 

hoped these steps would be sufficient to ward off any pay reduc-

tions and layoffs until the economy regained its health.

Sources: Michelle Conlin, “Pay Cuts Made Palatable,” BusinessWeek, 

May 4, 2009, p. 67; Stephen Miller, “Employers Feel the Pain; More Staff 

and Pay Cuts Expected,” HR Magazine 54, no. 5 (May 2009), p. 15; and 

Barbara Kiviat, “Do Pay Cuts Pay Off?” Time, April 27, 2009, p. GB.6.

O R G A N I Z A T I O N A L  E N C O U N T E R
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  Financial Rewards: Employee Benefits   According to the U.S. Bureau of Labor Statis-

tics, organizations spend on average $18,325 a year on benefits for each employee. 27  

This represents approximately 30 percent of  a firm’s compensation costs for each 

employee (the other 70 percent, or $42,370, is wages and salaries). Some benefits, how-

ever, such as the SAS Institute’s subsidized child care center, workout center, and 

on-site medical care, are not entirely financial, but they do provide employees with 

valued rewards. The SAS Institute, the largest privately held software company in the 

world, believes in providing employees with many benefits in exchange for high-level 

performance and commitment. 28  

 The major financial employee benefit in most organizations is the pension plan, 

and for most employees, the opportunity to participate in the pension plan is a valued 

reward. Employee benefits such as pension plans, hospitalization, and vacations usu-

ally are not contingent on the performance of employees, but are based on seniority or 

attendance.   

 Interpersonal Rewards   The manager has some power to distribute such interpersonal 

rewards as status and recognition. By assigning individuals to prestigious jobs, the 

manager can attempt to improve or remove the status a person possesses. However, if  

co-workers do not believe that a person merits a particular job, it is likely that status 

will not be enhanced. By reviewing performance, managers can, in some situations, 

grant what they consider to be job changes to improve status. The manager and 

co-workers both play a role in granting job status. 

 Lee Memorial Health System in Fort Myers, Florida, found out how powerful a 

simple recognition program can be. Lee Memorial received an award for being one 

of the top health care networks. Management wanted to thank its 5,000-plus employees 

for the reward the firm received. The firm decided that a customized key chain for each 

employee was the answer. The key chains had the words “Valued Employee Since _____,” 

displayed on the top of the brass emblem with the employee’s year-of-hire date. 

 The excitement stirred by the key chains was stunning. Everyone was excited, talk-

ing about the key chains, and pleased to be recognized. The employees appreciated the 

fact that each employee was recognized by their hire date. The time and minimal cost 

of $4.50 per employee for the “key chain recognition” was well worth the gesture. 29    

 Promotions   For many employees, promotion does not happen often; some employ-

ees never experience it in their careers. The manager making a promotion reward deci-

sion attempts to match the right person with the job. Criteria often used to reach 

promotion decisions are performance and seniority. Performance, if  it can be accu-

rately assessed, is often given significant weight in promotion reward allocations.    

 Intrinsic Rewards  

 Completion   The ability to start and finish a project or job is important to some indi-

viduals. These people value what is called  task completion.  Some people have a need to 

complete tasks, and the effect that completing a task has on a person is a form of self-

reward. Opportunities that allow such people to complete tasks can have a powerful 

motivating effect.   

 Achievement   Achievement is a self-administered reward that is derived when a 

person reaches a challenging goal. McClelland has found that there are individual 

differences in striving for achievement. 30  Some individuals seek challenging goals, 

while others tend to seek moderate or low goals. In goal-setting programs, it has 
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been proposed that difficult goals result in a higher level of  individual performance 

than do moderate goals. However, even in such programs, individual differences 

must be considered before reaching conclusions about the importance of  achieve-

ment rewards.   

 Autonomy   Some people want jobs that provide them with the right and privilege to 

make decisions and operate without being closely supervised. A feeling of autonomy 

could result from the freedom to do what the employee considers best in a particular 

situation. In jobs that are highly structured and controlled by management, it is diffi-

cult to create tasks that lead to a feeling of autonomy.   

 Personal Growth   The personal growth of any individual is a unique experience. An 

individual who is experiencing such growth senses his or her development and can see 

how his or her capabilities are being expanded. By expanding capabilities, a person 

can maximize or at least satisfy skill potential. Some people often become dissatisfied 

with their jobs and organizations if  they are not allowed or encouraged to develop 

their skills. What is important to you in terms of rewards? This chapter’s You Be the 

Judge feature asks for your ranking of 10 rewards.     

 Rewards Interact 

 The general assumption has been that intrinsic and extrinsic rewards have an indepen-

dent and additive influence on motivation. That is, motivation is determined by the 

sum of the person’s intrinsic and extrinsic sources of motivation. This straightforward 

assumption has been questioned by several researchers. Some have suggested that in 

situations in which individuals are experiencing a high level of  intrinsic rewards, the 

addition of extrinsic rewards for good performance may cause a decrease in motiva-

tion. 31  Basically, the person receiving self-administered feelings of satisfaction is per-

forming because of  intrinsic rewards. Once extrinsic rewards are added, feelings of 

satisfaction change because performance is now thought to be due to the extrinsic 

rewards. The addition of the extrinsic rewards tends to reduce the extent to which the 

individual experiences self-administered intrinsic rewards. 

   The argument concerning the potential negative effects of extrinsic rewards has stim-

ulated a number of research studies. Unfortunately, these studies report contradictory 

YOUR REWARD PREFERENCES

Many theories attempt to explain what motivates employees. 

Numerous experts believe that rewards can be very motiva-

tional and help encourage high levels of performance. Think 

about which of the following rewards would be most motiva-

tional for you at work (rank-order your top five choices). Would 

the same rewards motivate your colleagues? Your supervisor?

 1. Pay, bonuses, and other pay incentives.

 2. Time off.

 3. Flexible schedule.

 4. Advancement and promotion opportunities.

 5. Recognition from supervisor, peers, etc.

 6. Ownership or profit-sharing.

 7. Autonomy.

 8. Personal challenge and growth.

 9. Fun at work.

10. Social support and friends.

11. Job security.

12. Interesting work.

Y O U  B E  T H E  J U D G E



results. 32  Some researchers report a reduction in intrinsic rewards following the addition 

of extrinsic rewards for an activity. 33  

   Other researchers have failed to observe such an effect. 34  A review of the literature 

found that 14 of 24 studies supported the theory that extrinsic rewards reduced intrin-

sic motivation. 35  However, 10 of  the 24 studies found no support for the reducing 

 effect theory. Of the 24 studies reviewed, only two used actual employees as subjects. All 

of the other studies used college students or grade school students. In studies of tele-

phone operators and clerical employees, the reducing effect theory was not support-

ed. 36  Managers need to be aware that no scientifically based and reported study 

substantiates that extrinsic rewards have a negative effect on intrinsic motivation.   

 Administering Rewards 

 Managers are faced with the decision of how to administer rewards. Three major theo-

retical approaches to reward administration are: (1) positive reinforcement, (2) modeling 

and social imitation, and (3) expectancy.  

 Positive Reinforcement 

 In administering a positive reinforcement program, the emphasis is on the desired 

behavior that leads to job performance rather than performance alone. The basic 

foundation of  administering rewards through positive reinforcement is the relation-

ship between behavior and its consequences. This relationship was discussed earlier in 

the chapter. While positive reinforcement can be a useful method of shaping desired 

behavior, other considerations concerning the type of reward schedule to use are also 

important. This relates to the discussion of  continuous and intermittent schedules 

presented earlier. Management should explore the possible consequences of different 

types of  reward schedules for individuals. It is important to know how employees 

respond to continuous, fixed-interval, and fixed-ratio schedules.  

  Modeling and Social Imitation 

 Many human skills and behaviors are acquired by observational learning or, simply, 

imitation. Observational learning equips a person to duplicate a response, but whether 

the response actually is imitated depends on whether the model person was rewarded 

or punished for particular behaviors. If  a person is to be motivated, he or she must 

observe models receiving reinforcements that are valued. To use    modeling    to adminis-

ter rewards, managers must determine who responds to this approach. In addition, 

selecting appropriate models is a necessary step. Finally, the context in which model-

ing occurs needs to be considered. That is, if  high performance is the goal and it is 

almost impossible to achieve that goal because of  limited resources, the manager 

should conclude that modeling is not appropriate. 37  

           Expectancy Theory 

 Some research suggests that expectancy theory constructs provide an important basis 

for classifying rewards. 38  From a rewards administration perspective, the expectancy 

approach, like the other two methods of administering rewards, requires managerial 

action. Managers must determine the kinds of rewards employees desire and do what-

ever is possible to distribute those rewards. Or they must create conditions so that 

what is available in the form of rewards can be applied. In some situations, it simply is 

not possible to provide the valued and preferred rewards. Therefore, managers often 

have to increase the desirability of other rewards. 

  modeling  
 A method of adminis-

tering rewards that 

relies on observational 

learning. An employee 

learns the behaviors 

that are desirable by 

observing how others 

are rewarded. It is 

assumed that behaviors 

will be imitated if  the 

observer views a 

distinct link between 

performance and 

rewards. 
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 A manager can, and often will, use principles from each of  the three methods of 

administering rewards—positive reinforcement, modeling, and expectancy. Each of 

these methods indicates that employee job performance is a result of  the application 

of effort. To generate the effort needed to achieve desirable results, managers can use 

positive reinforcers, modeling, and expectations. 

 What combination of methods to use is not the only issue in administering rewards. 

Organizational resources, competitive influences, labor market constraints, and gov-

ernment regulations are but a few of the many factors that must be considered in de-

veloping and maintaining reward programs. One particular issue that is receiving 

increasing attention is that of  gender equity in reward administration. The above 

Organizational Encounter illustrates that women’s salaries still trail those of men. To 

the extent that this reflects gender differences within the same jobs, this represents at 

least an ethical issue if  not a legal one.      

ARE WOMEN RECEIVING EQUITABLE 

PAY TREATMENT?

On average, employed women receive less pay than employed 

men. According to the U.S. Bureau of Labor Statistics, women’s 

earnings were approximately 80 percent of men’s earnings in 

2007. Although this finding represents some improvement since 

1979, when women earned 62 percent as much as their male 

counterparts, there remains a gender-based pay gap. Does 

this mean women are being treated inequitably or unethically? 

Or could this pay gap merely reflect differences in the types of 

jobs held by women and men or the differences in seniority be-

tween the two groups? Or could it be that some women do not 

negotiate as effectively as men for higher salaries? The cause 

for the pay gap can be explained by all of these factors. However, 

significant pay differentials can still be found when  women’s 

pay is analyzed by age, education, and within occupation. This 

suggests that pay discrimination is occurring in many 

 organizations.

In terms of age, the older a woman is, the less she makes 

relative to a man. Women in their peak earning years aged 45 to 

54 and 55 to 64 make approximately 75 percent and 73 percent, 

respectively, as much as their male counterparts. This is an im-

portant issue when considering the increasing number of female-

led single-parent households. When considering education, 

compared to men with a college degree, women with a college 

degree have seen their earnings grow at a faster rate. From 1979 

to 2007, female college graduates’ earnings increased by 33 per-

cent (compared to an 18 percent increase for male college grad-

uates’ earnings), but this positive trend has not been sufficient to 

remove the male–female pay gap. Although more women than 

ever before are working in highly paid occupations (doctors, 

 lawyers, business executives, etc.), there are substantial pay 

gaps within these and other occupations. While other gaps are 

somewhat smaller, they exist for virtually every job category. In 

addition, a larger percentage of women than men work in lower-

paid occupations such as education and health care.

The 1963 amendment to the Fair Labor Standards Act known 

as the Equal Pay Act requires equal pay for equal work for men 

and women. Equal work is defined as work requiring equal skills, 

effort, and responsibility under similar working conditions. Since 

the passage of this legislation, the female–male pay gap has 

clearly narrowed. As the figures cited above indicate just as 

clearly, however, a great deal remains to be done.

A 1984 Supreme Court ruling permits women to bring suit on 

the grounds that they are paid less than men holding jobs of com-

parable worth based on job content evaluation. In this suit, 

Washington County, Oregon, prison matrons claimed sex dis-

crimination because male prison guards, whose jobs were some-

what different, received substantially higher pay. The county had 

evaluated the males’ jobs as having 5 percent more job content 

than the females’ jobs, but paid the males 35 percent more. That 

same year, the state of  Washington began wage adjustments for 

about 15,000 employees. This was the first of several adjustments 

aimed at eliminating state pay differentials between predomi-

nately female and male jobs by 1993.

While there are frequently legitimate reasons for pay differ-

entials between women and men in comparable jobs (length of 

service in the position, for example), unfair differences still exist. 

To reward employees differently based solely on gender is not 

only unethical and illegal, it is poor business practice as well.

Sources: Adapted from U.S. Department of Labor, “Highlights of 

Women’s Earnings in 2007,” U.S. Bureau of Labor Statistics Report 1008, 

October 2008, pp. 1–91; Elizabeth Agnvall, “Women and Negotiation,” 

 HR Magazine 52, no. 12 (December 2007), pp. 69–74; Janet Stites, “Equal 

Pay for the Sexes,” HR Magazine 50, no. 5 (May 2005), pp. 64–70; Stephanie 

Boraas and William M. Rodgers, III, “How Does Gender Play a Role in the 

Earnings Gap? An Update,” Monthly Labor Review 126, no. 3 (March 2003) 

pp. 9–16; and U.S. Department of Labor, “Highlights of Women’s Earnings 

in 2000,” Bureau of Labor Statistics Report 952, August 2001, pp. 1–16.
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 Rewards Affect Organizational Concerns  

 Rewards affect employee perceptions, attitudes, and behavior in a variety of ways. In 

turn, organizational efficiency and effectiveness are affected. Three important organi-

zational concerns influenced by rewards are turnover and absenteeism, performance, 

and commitment. We will briefly examine each of these.  

 Turnover and Absenteeism 

 Some managers assume that high turnover is a mark of  an effective organization. 

This view is somewhat controversial because a high quit rate means more expense for 

an organization. However, some organizations would benefit if  disruptive and low 

performers quit. 39  Thus, the issue of  turnover needs to focus on the  frequency  and on 

 who  is leaving. 

   Ideally, if  managers could develop reward systems that retained the best performers 

and caused poor performers to leave, the overall effectiveness of  an organization 

would improve. To approach this ideal state, an equitable and favorably compared 

reward system must exist. The feelings of  equity  and  favorable comparison  have an exter-

nal orientation. That is, the equity of rewards and favorableness involve comparisons 

with external parties. This orientation is used because quitting most often means that 

a person leaves one organization for an alternative elsewhere. 

   There is no perfect means for retaining high performers. It appears that a reward 

system based on  merit  should encourage most of  the better performers to remain 

with the organization. There also has to be some differential in the reward system 

that discriminates between high and low performers, the point being that the high 

performers must receive significantly more extrinsic and intrinsic rewards than the 

low performers. 

   Absenteeism is a costly and disruptive problem facing managers. 40  It is costly 

because it reduces output and disruptive because it requires that schedules and pro-

grams be modified. Absenteeism in the United States results in the estimated loss of 

more than 500 million workdays per year, about 5 days per employee or $600 per 

employee. 41  Other estimates suggest that the cost of lost productivity due to absentee-

ism is approximately $74 billion annually. 42  Employees go to work because they are 

motivated to do so. The level of motivation will remain high if  an individual feels that 

attendance will lead to more valued rewards and fewer negative consequences than 

alternative behaviors. 

   Managers appear to have some influence over attendance behavior. They have the 

ability to punish, establish bonus systems, and allow employee participation in devel-

oping plans. Whether these or other approaches will reduce absenteeism is determined 

by the value of the rewards perceived by employees, the amount of the rewards, and 

whether employees perceive a relationship between attendance and rewards. These 

same characteristics appear every time we analyze the effects of rewards on organiza-

tional behavior.   

 Job Performance 

 Behaviorists and managers agree that extrinsic and intrinsic rewards can be used to 

motivate job performance. It is also clear that certain conditions must exist if  

rewards are to motivate good job performance: The rewards must be valued by 

the person, and they must be related to the level of  job performance that is to be 

motivated. 
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   Chapter 5 presented expectancy motivation theory, which stated that every behav-

ior has associated with it (in a person’s mind) certain outcomes or rewards or punish-

ments. In other words, an assembly-line worker may believe that, by behaving in a 

certain way, he or she will get certain things. This is a description of the  performance-

outcome expectancy.  The worker may expect that a steady performance of 10 units a 

day eventually will result in transfer to a more challenging job. On the other hand, the 

worker may expect that a steady performance of  10 units a day will result in being 

considered a rate-buster by co-workers. 

   Each outcome has a    valence    or value to the person. Outcomes such as pay, promo-

tion, a reprimand, or a better job have different values for different people because 

each person has different needs and perceptions. Thus, in considering which rewards 

to use, a manager has to be astute at considering individual differences. If  valued 

rewards are used to motivate, they can result in the exertion of effort to achieve high 

levels of performance. 

   Organizational Commitment 

 There is little research on the relationship between rewards and organizational com-

mitment.    Commitment    to an organization involves three attitudes: (1) a sense of identi-

fication with the organization’s goals, (2) a feeling of  involvement in organizational 

duties, and (3) a feeling of loyalty to the organization. 43  Research evidence indicates 

that the absence of commitment can reduce organizational effectiveness. 44  People who 

are committed are less likely to quit and accept other jobs. 45  Thus, the costs of  high 

turnover are not incurred. In addition, committed and highly skilled employees require 

less supervision. Close supervision and a rigid monitoring control process are time-

consuming and costly. Furthermore, a committed employee perceives the value and 

importance of  integrating individual and organizational goals. The employee thinks 

of his or her goals and the organization’s goals in personal terms. 

   Intrinsic rewards are especially important for the development of organizational 

commitment. Organizations able to meet employee needs by providing achievement op-

portunities and by recognizing achievement when it occurs have a significant impact on 

commitment. Thus, managers need to develop intrinsic reward systems that focus 

on personal importance or self-esteem, integrate individual and organizational goals, 

and design challenging jobs.     

 Innovative Reward Systems  

 The typical list of  rewards that managers can and do distribute in organizations has 

been discussed. We all know that pay, fringe benefits, and opportunities to achieve 

challenging goals are considered rewards by most people. It is also generally accepted 

that rewards are administered by managers through such processes as reinforcement, 

modeling, and expectancies. Managers are experimenting with newer and innovative, 

yet largely untested, reward programs. Seven different approaches to rewards that are 

not widely tested are skill-based pay, broadbanding, concierge services, team-based 

rewards, part-time benefits, gain-sharing, and employee stock ownership plans.  

 Skill-Based Pay 

 Skill-based pay is being used by a growing number of  firms. In traditional compen-

sation systems, workers are paid on the basis of  their jobs. The hourly wage rate 

depends primarily on the job performed. In a skill-based plan, employees are paid at 

      valence  
 The strength of a per-

son’s preference for a 

particular outcome.     

      commitment  
 A sense of identifica-

tion, involvement, and 

loyalty expressed by an 

employee toward the 

company.     
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a rate based on their ability to develop and apply personal skills. 46  Typically, em-

ployees start at a basic initial rate of  pay; they receive increases as their skills de-

velop. Their pay rates are based on skill levels, no matter which jobs they are 

assigned. 

   In conventional pay systems, the job determines the pay rate and range. In the skill-

based plan, however, the skills developed by employees are the key pay determinants. 

The skill-based pay plan approximates how professionals are compensated. In many 

organizations, professionals who do similar work are difficult to separate in terms of 

contributions made. Thus, surveys of what other firms pay professionals are used to 

establish pay grades and maturity curves. In skill-based plans, pay increases are not 

given at any specific time because of  seniority. Instead, a raise is granted when em-

ployees demonstrate their skills to perform particular jobs. 

   Skill-based pay systems have at least four potential advantages: 47  (1) Since employees 

have more skills, the organization increases its flexibility by assigning workers to differ-

ent jobs. (2) Because pay is not determined on the basis of the classification to which the 

job is assigned, the organization may need fewer distinct job classifications. (3) Fewer 

employees are needed because more workers are interchangeable. (4) The organization 

may experience reductions in turnover and absenteeism. Skill-based pay has worked 

well for a division of  Rohm and Haas in La Porte, Texas. At this plant, employees 

learn all of  the jobs to run a particular operation. The training takes about three 

years, and when it is successfully completed employees make approximately $12,000 a 

year more than when they started. 48  

   A good place to begin the search and identification of key skills to perform well is 

with the already-exceptional performers. LEGO Systems, Inc., identified the skills of 

its top performers: technical skills, team achievement skills, and personal skills. Then, 

through focus groups and interviews with these top performers, the skills were clari-

fied. LEGO used this information to build a competency model that served as the 

basis for linking pay to specific skills/competencies. 49    

 Broadbanding 

 An element of  financial reward that organizations are having problems with is the 

system of  grading. Most systems have a large number of  grades. The multiple grade 

approach is often out of  alignment with the flatter, more team-oriented organiza-

tional designs institutions are moving toward. To counter this poor alignment, 

some firms are adopting what is called a banding or broadbanding approach. 

   Broadbanding    involves reducing numerous pay grades to a relatively few broadband 

grades. 

   An example of  broadbanding would be placing all managers into one band; all 

technicians into a second band; all clerical personnel into a third band; and all part-

time employees into a fourth band. Broadbanding emphasizes titles, grades, and job 

descriptions as presented in  Exhibit 7.5 . 

   Rather than concentrating on moving up a series of pay grades in a vertical system, 

employees could spend most, if  not all, of  their careers in a single band and move 

laterally as they acquire new skills or improve their performance. This type of  pay 

system allows a person who needs to develop new skills to be placed in a lower band, 

but continue to be paid more. 

   How many pay bands are needed? There is no correct answer. Surveys suggest that 

organizations using broadbanding have from 1 to 18 bands. 50  The number of  bands 

might depend on the levels in the firm’s hierarchy, the key areas of accountability, or 

        broadbanding  
 A pay system that 

 reduces the actual 

number of pay grades 

to a relatively few 

broadly based pay 

grades. Places an 

 emphasis on titles, 

grades, and job 

 descriptions.     
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natural job clusters. General Electric has elected to use five bands for managerial per-

sonnel (professional, senior professional, leadership, executive, and senior executive). 

The results of GE’s approach have not been subjected to careful analysis. Some critics 

of broadbanding at GE claim it is too gimmicky and is not as good as a well-designed, 

multiple-grade pay system. 

   At Scottish Bank, broadbanding was introduced with changes initiated by the chief  

executive officer. Fifteen pay grades covering all white-collar staff up to senior manage-

ment were replaced by five broadbands. 51  Incremental pay progression and cost-of-

living reviews were eliminated and totally flexible, merit-based increases were 

introduced. After about one year under the five broadband system, a number of modi-

fications were made. Four distinct job family bands with levels in each were introduced. 

Also, pay progression to the band midpoint was guaranteed for effective performers 

within four years. The band also installed minimum pay increases for a growth in 

responsibilities and for the development of additional competencies. After these modi-

fications, the broadband approach is now well received throughout the bank. 

   Broadbanding can make it easier to pay for skills and simplify the problem of plac-

ing employees and/or a job into a pay grade. It is easier because there are fewer pay 

grades. If  a firm has 70 pay grades, the differences between each grade are small. What 

is the difference between a person being a 42 or a 43 grade? Broadbanding appears to 

have more flexibility for a person to make a lateral career move without punishing him 

or her by reducing pay. Traditional pay systems usually give no credit for the skills a 

person learned in the previous job. The person is simply paid on the basis of the new 

job. Why would someone be interested in moving laterally when everything is not 

 included in the pay calculation?   

 Concierge Services 

 In Seattle, a vice president at the high-tech company Aventail has a tailor in his office 

to fit him for a new suit. Likewise, Baylor Health Care System in Dallas has unveiled 

its “Baylor Butler” concierge program to help its 15,000 employees balance their 

EXHIBIT 7.5
Broadband Categories

Managerial

$20,000 $125,000

$30,000 $140,000

Clerical

$16,000 $50,000

$8,000 $80,000

Technical

Part-Time
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busy lives and schedules. To use the butler, employees visit the Web site or call a toll-

free number to contact a concierge. The concierge helps with a variety of tasks, includ-

ing making restaurant reservations, finding estimates for a home or automotive repair 

person, providing pet care vendors, doing personal shopping before the holidays, or 

picking up dry cleaning. The service is available 24 hours a day and 7 days a week. 52  

This kind of employee benefit reward is not new, but it is attracting attention because 

of labor shortages, the clamor to balance work and life, the evaluation in benefit pro-

grams, and the Internet’s ability to access services. 53  

   The Society for Human Resource Management’s 2008 Benefits Survey found that 

only 5 percent of  employers report that they offer concierge services. Nevertheless, 

 Fortune  magazine’s 100 Best Companies to Work For found 26 offering concierge ser-

vices, including Zappos.com, Boston Consulting Group, AOL, and SC Johnson. 

   In many cases employees still have to pay for the most lavish services such as mas-

sages, but employers underwrite the location of  the concierge. The availability of  a 

concierge service for a wide range of “must do” activities is considered an attractive 

part of working for a particular firm. Freeing the employee to concentrate on perfor-

mance can be considered an employer benefit worth the work and effort.   

 Team-Based Rewards 

 Individual pay-for-performance reward systems do not properly fit an organization 

that is designed around or uses teams. W. Edwards Deming (an originator of  the 

total quality management approach) and other reward experts have clearly warned 

against putting individuals, who need to cooperate, under a reward system that fos-

ters competition. Teams need to cooperate within the team structure and process. It 

is still difficult in a country that prides itself  on individualism, such as the United 

States, to persuade employees to work together, to trust each other, and to be com-

mitted to group goals above individual work-related goals. People with strong indi-

vidualism values become worried and skeptical about the so-called freeloader who 

doesn’t perform well but gets the same rewards as everyone else. 54  It isn’t fair. There 

are ways, however, to encourage poor performers to im-

prove or leave. There are also methods to give special rec-

ognition and show respect to outstanding team leaders and 

performers. 55  

   The design of a team-based reward system should follow 

the groupings in the overall organizational design. In situa-

tions where teams are relatively independent and measurable 

goals can be set and evaluated, rewards can be based on goal 

accomplishment. 

   In situations where teams are interdependent, a plant, divi-

sion, or area reward plan may be the best system. Manage-

ment must carefully analyze the independence–interdependence 

conditions. 

   Providing rewards to project teams is somewhat different. 

Since project team performance is usually short term and a 

onetime occurrence, it seems more appropriate to provide 

members with bonuses instead of  permanent, base-pay 

merit rewards. Managers need to be consistent about how 

these teams are evaluated and should try to unite these 

short-term teams through recognition. 56  

A FEW GUIDELINES TO CONSIDER BEFORE 

JUMPING ON THE TEAM-BASED REWARD 

BANDWAGON

1. Clearly identify the team.

2. Make sure the people on the team get 

along. If not, you will have ongoing 

problems.

3. Recognize individual contributions even in a 

team-based reward plan.

4. Be patient for the team-based approach to 

take hold. It is different than individual-

based pay, and it takes time for the culture 

to change.

5. Clearly set team goals and link rewards to 

their accomplishment.

Management Pointer
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The U.S. steel company, Nucor, which produces about 25 million tons of steel annu-

ally, has been rewarding its employee teams since 1966. Organized into groups of 

between 12 and 20 people (including supervisors and maintenance workers), Nucor pays 

team members based on the team’s performance. HR managers at Nucor are careful to 

make sure the team-based pay supports the company’s business strategy and doesn’t 

undermine the individual employee’s initiative. Nucor’s team-based rewards program 

must be working; the company has been profitable each quarter since 1966 and has 

never laid off an employee. 57   

    Although teams are here to stay, companies need to be careful in how they reward 

teams. Recent research suggests that team members feel strongly about being paid in 

a fair manner vis-à-vis other team members. 58  Companies need to apply team rewards 

consistently across team members and across time. Also, pay is not the only impor-

tant motivator for team members; job security, challenging tasks, leadership style, 

and working with peers in a friendly working environment are important. 59  In sum, 

more research is needed to understand how to develop and manage effective team-

based rewards. 60  Nucor’s methods to reward teams appear to be working. However, 

additional long-term research into how other organizations are using team-based 

rewards is needed. 61  The Management Pointer on page 201 offers sound advice about 

team-based rewards systems.   

 Part-Time Benefits 

 The talent shortage has resulted in more employers relying more on people who 

work part-time. The U.S. Bureau of  Labor Statistics defines “part-time” as working 

less than 35 hours per week. The number of  part-timers (and their share of  the 

workforce) has been growing in recent years. In April 2009, there were about 25.7 million 

part-timers in the U.S. workforce. 62  About 80 percent of  employers provide vaca-

tion, holiday, and sick leave benefits, while about 70 percent offer some form of 

health care benefits. 63  Providing benefits to part-timers can be interpreted as a 

reward that is not mandatory. Companies such as UPS, Freddie Mac, and Starbucks 

are among those firms building a reputation for providing part-time employees with 

generous benefits packages, including health insurance, as a way to attract and retain 

top talent. 

   Most employers prorate benefits to their part-time workers. The most common way 

to calculate the rate for benefits is to divide the employee’s average work hours in a 

full-time week. For example, if  the average workweek in a firm is 40 hours, an employee 

who works 20 hours a week would receive benefits at 50 percent or one-half  of  the 

full-time rate. 

   One fear of smaller firms is that if  a firm provides a full range of benefits to part-

timers, some portion of full-timers will want to reduce their hours. In firms that are 

understaffed, having more full-timers opt for part-time status may result in a major 

operating crisis.   

 Gain-Sharing 

 Gain-sharing plans provide employees with a share of  the financial benefits the 

organization accrues from improved operating efficiencies and effectiveness. 64  Prob-

ably the best-known example of  gain-sharing is the Scanlon plan, named after its 

developer, Joseph Scanlon. 65  A typical Scanlon plan measures the labor costs 

required to produce goods or services during a base period. If  future labor costs are 

less, a portion of  the savings realized is shared with the employees responsible for 
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the cost savings. In some companies, bonuses paid to workers under a Scanlon plan 

can equal or exceed the employee’s usual salary. Scanlon plan companies typically 

rely on elaborate suggestion systems for receiving employee recommendations for 

operating efficiencies. 

   In a typical gain-sharing plan, an organization uses a formula to share financial 

gains with all employees in a single plant or location. 66  The organization establishes a 

historical base period of performance and uses this to determine whether or not gains 

in performance have occurred. Typically, only controllable costs are measured for the 

purpose of  computing the gain. Unless a major change occurs in the organization’s 

products or technology, the historical base figure stays the same over the duration of 

the plan. 67  The organization’s performance is always compared to the time period 

before it implemented the gain-sharing plan. General Electric, Motorola, 3M, and 

TRW are among the thousands of firms using gain-sharing plans. GE has more than 

10 gain-sharing plans in use. 

   Gain-sharing can take many forms. Simple cash awards for suggestions that are 

implemented is a form of gain-sharing. Virtually any program that shares cost reduc-

tions with employees may be considered gain-sharing. For example, Certified Trans-

missions, a chain of  automotive transmission repair shops, faced escalating worker 

compensation costs because of high injury rates to its repairmen (not unusual in the 

automotive repair business). The company instituted a plan where all employees, 

including office staff, received a bonus each month there were no injuries. Bonus pay-

ments come from the money saved in reduced worker compensation costs, which have 

dropped to less than half  of what the company had been paying before implementing 

the bonus plan. 68  

   Successful gain-sharing programs require a strong commitment to operating efficien-

cies from both management and employees. In turn, such a commitment requires open 

communications, information sharing, and high levels of trust between all parties. 

   Goal-sharing is a follow-on to gain-sharing. Gain-sharing rewards employees based 

on financial performance. Goal-sharing has a broader approach. It refers to group 

incentive programs that reward employees for meeting specific goals. These goals often 

reflect job performance, quality, and service within a unit of a firm. 69  

   At Weyerhaeuser in Federal Way, Washington, employees have no direct control 

over many of the financial aspects of  the plant’s success. The employees can make a 

difference in nonfinancial areas such as quality, safety, and efficiency. The employees 

set goals in these areas. By accomplishing the goals, the Weyerhaeuser employees earn 

a bonus. At Corning, Inc., the goal-sharing bonus is paid at the end of the year with a 

check that is separate from the regular paycheck. Corning has calculated that it 

receives $7.87 per each goal-sharing dollar it pays to employees. 

   Sears, Roebuck and Company has used goal-sharing at various stores. The goal-

sharing unit is a specific store. Individual stores set their own goals. The goals relate to 

customer service and satisfaction.   

 Employee Stock Ownership Plans 

 ESOPs, as employee stock ownership plans are commonly called, are a relatively 

recent development in reward systems. They are somewhat like gain-sharing plans, a 

form of group incentive. Under ESOPs, companies make contributions of  stock (or 

cash to purchase stock) to employees. 70  Typically, but not always, individual employee 

allocation is based upon seniority. ESOPs can provide a substantial nest egg for 

employees upon retiring or leaving the company. Organizations can benefit from 
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improved performance from employees who now have a very direct financial stake in 

the company. An increasing number of organizations have instituted ESOPs, includ-

ing Procter & Gamble, Polaroid, Lockheed, Brunswick Corporation, and Anheuser-

Busch. Avis Corporation, one of the country’s largest car rental firms, is wholly owned 

by its employees. 

   To create a more performance-oriented culture, Aquila, Inc. (formerly known as 

UtiliCorp.), a Kansas City–based utility, created a stock ownership plan. The goal of the 

plan is to provide 25 percent employee ownership. The company offers stock at a 15 per-

cent discount and allows employees to buy shares in amounts of up to 20 percent of 

their base compensation. The 6 percent company match in the organization’s 401(k) 

program also is awarded as stock. Even part of the annual incentive bonus for key em-

ployees is in the form of stock. Company officials report higher levels of satisfaction 

with the reward system since  implementing the stock plan. 71  

   Research on the effectiveness of  employee stock ownership plans is mixed. Some 

companies, such as Brunswick, have attributed significant organizational perfor-

mance improvements to the plans. Antioch Publishing Company has seen sales increase 

13-fold since it instituted its ESOP. Company management reports that the ESOP has 

been important to that growth by making it easier to attract and retain good employ-

ees. 72  Other companies, however, see no apparent benefit from their plans. Like any 

other reward system, results will vary as a function of  how well management intro-

duces and implements the plan. Administering rewards is perhaps one of  the most 

challenging and frustrating tasks that managers must perform.   

 Line of Sight: The Key Issue 

 Promotions, increased pay, recognition for a job well done, or the opportunity to own 

a part of  an organization can be motivators if  there is a clear line of  sight between 

what the employee is doing and the reward.  Line of sight  means that the employee 

perceives that there is a “real” linkage between his or her performance and the rewards 

received. In the case of  extrinsic rewards, organizations need to have systems that 

clearly tie rewards to desired performance. 

   Gain-sharing, stock options, and other extrinsic systems must be built around the 

line-of-sight concept. Unfortunately, accomplishing a clear line of  sight is difficult. 

Merit-pay systems claim that they reward performance. Despite the notion of merit, 

employees do not always see or perceive the connection between rewards and perfor-

mance. The practice of  pay secrecy suggests that line of  sight is difficult to achieve. 

Secret pay actions cloud any line-of-sight effort. 

   Intrinsic rewards are personal and come from the employee. However, organiza-

tions can influence intrinsic rewards and employees’ perception of them by providing 

jobs that are challenging and by providing clear feedback on job performance. The 

design of a job should be carefully weighed when considering the line-of-sight issue. 

When jobs are designed with these issues in mind, the intrinsic rewards of working on 

the job become a top priority. Not all jobs can be enriched so that desired intrinsic 

rewards are provided to the employee. However, when jobs can be designed and 

enriched to provide a clear line of  sight for matching intrinsic rewards and perfor-

mance, the results have been positive. For example, the Mary Kay cosmetics company 

has designed jobs by making them autonomous and responsible. Sales representatives 

in most cases have found the jobs intrinsically rewarding and have linked their intrin-

sic rewards with exceptional performance. The line of  sight of  the job, rewards, and 

performance is validated constantly at Mary Kay. 73        
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  •   Performance evaluation serves several major purposes, including (1) providing a 

basis for reward allocation, (2) identifying high-potential employees, (3) validating 

the effectiveness of employee selection procedures, (4) evaluating previous training 

programs, and (5) facilitating future performance improvement.  

  •   Feedback sessions should use objective information to help guide the evaluated 

employee to improve or sustain performance.  

  •   A 360-degree feedback program involves the use of multiple sources of evaluation 

information collected from a full circle of  evaluators (e.g., supervisors, subordi-

nates, peers, and others).   

   •   Reinforcement theory suggests that behavior is influenced by its consequences and 

that it is possible to affect behavior by controlling such consequences. Desired behav-

iors are reinforced through the use of rewards, while undesired behaviors can be ex-

tinguished through punishment. The timing of rewards and punishments is extremely 

critical and is controlled through the use of various  reinforcement schedules.   

  •   A useful model of  individual rewards would include the suggestion that ability, 

skill, and experience, in addition to motivation, result in various levels of individual 

performance. The resulting performance is then evaluated by management, which 

 Summary of 
Key Points  

YOUR REWARD PREFERENCES

It’s safe to say that not all employees are motivated by the same 

rewards. However, decades of employee surveys suggest that 

five factors play a consistently important role when it comes to 

motivating workers: good wages, appreciation for work done, 

job security, promotion and growth within the organization, and 

interesting work. The exact rank order of these factors has 

 varied over the years. For example, a survey conducted in 1946 

showed that “need to be appreciated for work done” was the 

top reward sought from respondents. The centralized decision 

making and hierarchical structures of many U.S. organizations in 

the post–World War II environment may have encouraged 

employees to seek recognition from superiors. In contrast, a 

1992 survey reported that “good wages” was the most impor-

tant motivational factor at work. Given the free market orienta-

tion of many employees in the 21st century and the frequent 

downsizing decisions of many organizations, this increased 

emphasis on extrinsic rewards (e.g., pay, bonuses, profit-

sharing) continues.

Research suggests that the current workforce can be 

motivated in more ways than just good pay. The 5 Rs of 

 motivation are

• Responsibility

• Respect

• Relationships

• Recognition

• Rewards

One more reward needs to be added to the 5 Rs, and that is 

jobs that afford work–life balance and flexibility. For example, 

Gen Y or Millennial workers and employees with child care or 

elder care needs tend to be more motivated (and retained lon-

ger) by jobs that allow them to work hard on their careers but 

also pursue their family and life interests. Companies should 

design jobs that allow employees to “own” them and feel ac-

countable for their results. Respectful organizations not only 

say they value employees, but also show it by having “pro-

people practices” such as continuous learning, extensive 

training, empowered teams, and equity in pay and promotion 

decisions. Relationships such as coaching, teaching, and sup-

porting employees can produce favorable outcomes. Hard work 

and results should be recognized with promotions and public 

accolades. Rewards need to be awarded and allocated to those 

employees who most deserve them.

Sources: Laura Fitzpatrick, “We’re Getting Off the Ladder,” Time, May 25, 

2009, p. 45; Ann Pomeroy, “The Future Is Now,” HR Magazine, 52, no. 9 

(September 2007), pp. 46–52; R. Brayton Bowen, “Today’s Workforce 

Requires New Age Currency,” HR Magazine 49, no. 3 (March 2004), 

pp. 101–7; and Carolyn Wiley, “What Motivates Employees According 

to Over 40 Years of Motivation Surveys,” International Journal of 

 Manpower 18, no. 3 (1997) pp. 263–80.

Y O U  B E  T H E  J U D G E  C O M M E N T



can distribute two types of rewards: intrinsic and extrinsic. These rewards are eval-

uated by the individual receiving them and, to the extent that they result in satisfac-

tion, motivation to perform is enhanced.  

  •   Organizational rewards can be classified as either extrinsic or intrinsic. Extrinsic 

rewards include salary and wages, fringe benefits, promotions, and certain types of 

interpersonal rewards. Intrinsic rewards can include such things as a sense of com-

pletion, achievement, autonomy, and personal growth.  

  •   An effective reward system would encourage the best performers to remain with the 

organization, while causing the poorer performers to leave. To accomplish this, the 

 system must be perceived as equitable. Additionally, the reward system should minimize 

the incidence of absenteeism. Generally, absenteeism will be less if an employee feels 

that attendance will lead to more valued rewards and fewer negative consequences.  

206

Reality Check

Now how much do you know about performance evaluation?

 6. According to the terminology associated with reinforcement theory,  is the 

decline in a response rate because of nonreinforcement.

a. eradication

b. extinction

c. destruction

d. attrition

 7. In the United States, the annual cost of lost productivity due to absenteeism is approximately 

$  billion.

a. 15

b. 58

c. 74

d. 91

 8. True or false: Research suggests that giving extrinsic rewards to an employee who already has 

a high level of intrinsic motivation may result in the employee being less motivated.

a. True

b. False

 9. True or false: Absenteeism in the United States results in more than 500 million lost workdays per 

year.

a. True

b. False

10.  plans provide employees with a share of the financial benefits the organization 

receives from improved operating efficiencies.

a. Variable bonus

b. Cafeteria benefit

c. Continuous suggestion

d. Gain-sharing

Reality Check Answers

Before After

1. a 2. b 3. a 4. c 5. c 6. b 7. c 8. a 9. a 10. d

Number Correct Number Correct

       _________       _________      
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 1. Why is providing feedback on poor performance a dreaded but necessary man-

agement experience?

 2. Who should be included in a person’s 360-degree domain when evaluating his or 

her performance?

 3. What intrinsic rewards are important to you personally on a job and as a student?

 4. From a managerial perspective, why is it impractical to provide continuous reinforce-

ment in work environments? If it were practical, would it be a good idea? Explain.

 5. The degree of  employee satisfaction with the organization’s reward system will 

significantly affect how successful the system is in influencing performance. Based 

on the research literature, what do we know about what influences whether indi-

viduals will be satisfied with the rewards they receive?

 6. What are some problems that must be overcome to successfully administer a merit 

pay plan in an organization? What solutions can you offer for these problems?

 7. The basic purpose of an evaluation is to provide information about work perfor-

mance, but the information can also be used for other purposes. Name five other 

uses for an employee evaluation.

 8. Why are team-based reward systems becoming more widely used?

 9. This chapter discusses a number of  innovative reward systems. Can you suggest 

other innovative approaches organizations might use? Identify potential problems 

with the approaches you suggest and try to find ways of overcoming them.

10. The gap between women’s and men’s pay is still considerable. What steps should 

employers and managers take to close this gap in a fair and consistent manner?

Review and 

Discussion 

Questions

 Background  

 Proper diagnosis is a critical aspect of  effective 

motivation management. Often managers become 

frustrated because they don’t understand the causes 

of  observed performance problems. They might 

experiment with various “cures,” but the ineffi-

ciency of  this trial-and-error process often simply 

increases their frustration level. In addition, the 

accompanying misunderstanding adds extra strain 

to the manager–subordinate relationship. This gen-

erally makes the performance problem even more 

pronounced, which prompts the manager to resort 

  Exercise 

 Exercise 7.1:  Diagnosing a Work Performance Problem   

  •   Both extrinsic and intrinsic rewards can be used to motivate job performance. For this 

to occur, certain conditions must exist: The rewards must be valued by the employee, 

and they must be related to the level of job performance that is to be motivated.    

   •   In addition to standard organizational rewards such as pay, fringe benefits, 

advancement, and opportunities for growth, some organizations are experimenting 

with more innovative reward programs. Examples of such approaches include skill-

based pay, broadbanding, concierge services, team-based rewards, part-time 

 benefits, gain-sharing, and employee stock ownership plans.   
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EXHIBIT 7.6 Performance Diagnosis Model

No

(Go to

5 or 6)

Yes

No

(Go to

4 or 6)

Yes

No

(Go to

4 or 5)

Yes

No

(Go to

8 or 9)

Yes

No

(Go to

7 or 9)

Yes

No

(Go to

7 or 8)

Yes

Yes

Yes

No

(Go

to 3)

No

(Go

to 2)

Yes

No
1

2

3

4

5

6

7

8

9

A

B

C

D

E

F

G

Is the lack of ability due
to inadequate resources
to do the job? 

Is the lack of ability due
to inadequate training? 

Is the lack of ability due
to inadequate aptitude? 

Is the lack of motivation
the result of poorly
understood or unrealistic
expectations?

Is the lack of motivation
the result of rewards not
being linked to job
performance or not
being fairly distributed? 

Is the lack of motivation
the result of rewards
available to high
performers not being
salient to this person? 

Do both the boss and
subordinate agree that
the subordinate’s
performance needs to
be improved?

Does this problem
stem from inadequate
subordinate ability?

Does this problem
stem from inadequate
subordinate motivation?

This is a TRAINING
problem.

This is an APTITUDE
problem.

This is a RESOURCES
problem.

This is an
EXPECTATIONS
problem.

This is an
INCENTIVES
problem.

This is a SALIENCE
problem.

This is a
PERCEPTION
problem.

to more drastic responses, and a vicious, downward 

spiral ensues. 

   The performance diagnosis model in  Exhibit 7.6  

offers a systematic way for managers and subordi-

nates to collaboratively pinpoint the cause(s) of dis-

satisfaction and performance problems. It assumes 

that employees will work hard and be good perform-

ers if  the work environment encourages these 

actions. Consequently, rather than jumping to con-

clusions about poor performance stemming from 

deficiencies in personality traits or a bad attitude, 

this diagnostic process helps managers focus their 
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attention on improving the selection, job design, 

performance evaluation, and reward allocation sys-

tems. In this manner, the specific steps necessary to 

accomplish work goals and management’s expecta-

tions are examined to pinpoint why the worker’s 

performance is falling short. 

   The manager and low-performing subordinate 

should follow the logical discovery process in the 

model, step by step. They should begin by examin-

ing the current perceptions of  performance, as well 

as the understanding of  performance expectations, 

and then proceed through the model until the per-

formance problems have been identified. The model 

focuses on seven of these problems.  

  A.    Perception problem.  “Do you agree your perfor-

mance is below expectations?” A perception 

problem suggests that the manager and subordi-

nate have different views of the subordinate’s cur-

rent performance level. Unless this disagreement 

is resolved, it is futile to continue the diagnostic 

process. The entire problem-solving process is 

based on the premise that both parties recognize 

the existence of  a problem and are interested in 

solving it. If  agreement does not exist, the man-

ager should focus on resolving the discrepancy in 

perceptions, including clarifying current expecta-

tions (problem E).  

  B.    Resources problem.  “Do you have the resources 

necessary to do the job well?” (Ability has three 

components, and these should be explored in the 

order shown in the model. This order reduces a 

subordinate’s defensive reactions.) Poor perfor-

mance may stem from a lack of resource support. 

Resources include material and personnel sup-

port as well as cooperation from interdependent 

work groups.  

  C.    Training problem.  “Is a lack of  training interfer-

ing with your job performance?” Individuals may 

be asked to perform tasks that exceed their cur-

rent skill or knowledge level. Typically this prob-

lem can be overcome through additional training 

or education.  

  D.    Aptitude problem.  “Do you feel this is the right 

job-blend of  work assignments for you?” This is 

the most difficult of  the three ability problems 

to resolve because it is the most basic. If  the 

 resupply  (providing additional resources) and 

 retraining  solutions have been explored without 

success, then more drastic measures may be 

required. These include  refitting  the person’s 

current job requirements,  reassigning  him to 

another position, or, finally,  releasing  him from 

the organization.  

  E.    Expectations problem.  “What are your perfor-

mance expectations for this position? What do 

you think my expectations are?” This problem 

results from poor communications regarding 

job goals or job requirements. In some cases, 

the stated goals may be different from the 

desired goals. In other words, the employee is 

working toward one goal while the supervisor 

desires another. This often occurs when subor-

dinates are not sufficiently involved in the goal- 

or standard-setting process. When this results in 

unrealistic, imposed expectations, motivation 

suffers.  

  F.    Incentives problem.  “Do you believe rewards are 

linked to your performance in this position?” 

Either the individual does not believe that “per-

formance makes a difference” or insufficient per-

formance feedback and reinforcement have been 

given. The manager should also ask, “Do you feel 

rewards are being distributed equitably?” This 

provides an opportunity to discuss subordinates’ 

criteria for judging fairness. Often, unrealistic 

standards are being used.  

  G.    Salience problem.  “Are the performance incen-

tives attractive to you?” Salience refers to the 

importance an individual attaches to available 

rewards. Often the incentives offered to encour-

age high performance simply aren’t highly val-

ued by a particular individual. The salience 

problem points out the need for managers to be 

creative in generating a broad range of  rewards 

and flexible in allowing subordinates to choose 

among rewards.      

 Assignment  

 Option 1: Read the case below, “Joe’s Performance 

Problems,” and privately use the diagnostic model in 

Exhibit 7.6 to pinpoint plausible performance prob-

lems. Next, in small groups discuss your individual 

assessments, and list the specific questions you 

should ask Joe to accurately identify, from his point 

of  view, the obstacles to his high performance. 

Finally, brainstorm ideas for plausible solutions. Be 

prepared to represent your group in role-playing a 

problem-solving interview with Joe.    
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 Joe’s Performance Problems  

 Joe joined your architectural firm two years ago as a 

draftsman. He is 35 years old and has been a drafts-

man since graduating from a two-year technical 

school right after high school. He is married and has 

four children. He has worked for four architectural 

firms in 12 years. 

   Joe came with mediocre recommendations from 

his previous employer, but you hired him anyway 

because you needed help desperately. Your firm’s 

workload has been extremely high due to a local con-

struction boom. The result is that a lot of the prac-

tices that contribute to a supportive, well-managed 

work environment have been overlooked. For in-

stance, you can’t remember the last time you con-

ducted a formal performance review or did any career 

counseling. Furthermore, the tradition of closing the 

office early on Friday for a social hour was dropped 

long ago. Unfortunately, the tension in the office runs 

pretty high some days due to unbearable time pres-

sures and the lack of adequate staff. Nighttime work 

and weekend work have become the norm rather than 

the exception. 

   Overall, you have been pleasantly surprised by 

Joe’s performance. Until recently he worked hard and 

consistently produced quality work. Furthermore, he 

frequently volunteered for special projects, made 

lots of suggestions for improving the work environ-

ment, and demonstrated an in-depth practical 

knowledge of  architecture and the construction 

business. However, during the past few months, he 

has definitely slacked off. He doesn’t seem as excited 

about his work, and several times you have found 

him daydreaming at his desk. In addition, he has 

gotten into several heated arguments with architects 

about the specifications and proper design proce-

dures for recent projects. 

   After one of these disagreements, you overheard 

Joe complaining to his officemate, “No one around 

here respects my opinion; I’m just a lowly drafts-

man. I know as much as these hotshot architects, 

but because I don’t have the degree, they ignore my 

input, and I’m stuck doing the grunt work. Adding 

insult to injury, my wife has had to get a job to help 

support our family. I must be the lowest-paid person 

in this firm.” In response to a question from a 

co-worker regarding why he didn’t pursue a college 

degree in architecture, Joe responded, “Do you have 

any idea how hard it is to put bread on the table, pay 

a Seattle mortgage, work overtime, be a reasonably 

good father and husband, plus go to night school? 

Come on, be realistic!”    

 Objectives   

  1.   To illustrate individual differences in reward pref-

erences.  

  2.   To emphasize how both extrinsic and intrinsic 

rewards are considered important.  

  3.   To enable people to explore the reasons for the 

reward preferences of others.      

 Starting the Exercise  

 Initially individuals will work alone establishing 

their own lists of reward preferences after reviewing 

 Exhibit 7.7 . Then the instructor will set up groups 

of four to six students to examine individual prefer-

ences and complete the exercise. 

    The Facts  

 Presented in a random fashion in Exhibit 7.7 are 

some of the on-the-job rewards that could be avail-

able to employees.    

 Exercise Procedures   

 Phase I: 25 Minutes  

  1.   Each individual should set up from Exhibit 7.7 a 

list of extrinsic and intrinsic rewards.  

  2.   Each person should then rank-order from most 

important to least important the two lists.  

  3.   From the two lists, rank the eight most important 

rewards. How many are extrinsic, and how many 

are intrinsic?     

  Exercise 

 Exercise 7.2:  Making Choices about Rewards   
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 Phase II: 30 Minutes  

  1.   The instructor will set up groups of  four to six 

individuals.  

  2.   The two lists in which the extrinsic and intrinsic 

categories were developed should be discussed.  

  3.   The final rank orders of the eight most important 

rewards should be placed on a board or chart at 

the front of the room.  

  4.   The rankings should be discussed within the 

groups. What major differences are displayed?       

 Every Friday, Max Steadman, Jim Coburn, Lynne 

Sims, and Tom Hamilton meet at Charley’s after 

work for drinks. The four friends work as managers 

at Eckel Industries, a manufacturer of  arc-welding 

equipment in Minneapolis. The one-plant company 

employs about 2,000 people. The four managers 

work in the manufacturing division. Max, 35, man-

ages the company’s 25 quality-control inspectors. 

Lynne, 33, works as a supervisor in inventory 

 management. Jim, 34, is a first-line supervisor in 

the metal coating department. Tom, 28, supervises 

a team of  assemblers. The four managers’ tenure 

at Eckel Industries ranges from 1 year (Tom) to 

12 years (Max). 

   The group is close-knit; Lynne, Jim, and Max’s 

friendship stems from their years as undergraduate 

business students at the University of  Minnesota. 

Tom, the newcomer, joined the group after meeting 

the three at an Eckel management seminar last year. 

Weekly get-togethers at Charley’s have become a 

comfortable habit for the group and provide an 

opportunity to relax, exchange the latest gossip 

heard around the plant, and give and receive advice 

about problems encountered on the job. 

   This week’s topic of discussion: performance ap-

praisal, specifically the company’s annual review 

process, which the plant’s management conducted in 

the last week. Each of the four managers completed 

evaluation forms (graphic rating scales) on all of his 

or her subordinates and met with each subordinate 

to discuss the appraisal.  

      Tom:     This was the first time I’ve appraised 

my people, and I dreaded it. For me, 

it’s been the worst week of the year. 

Evaluating is difficult; it’s highly 

subjective and inexact. Your emotions 

creep into the process. I got angry at 

one of my assembly workers last week, 

and I still felt the anger when I was 

filling out the evaluation forms. Don’t 

tell me that my frustration with the guy 

  Case 

 Case 7.1:  The Politics of Performance Appraisal  

EXHIBIT 7.7

Some Possible 

Rewards for 

Employees

Company picnics Smile from manager Manager asking for advice

Watches Feedback on performance Informal leader asking for advice

Trophies Feedback on career progress Office with a window

Piped-in music Larger office The privilege of completing a job 

  from start to finishJob challenge Club privileges 

Achievement opportunity More prestigious job 

Time off for performance More job involvement 

Vacation Use of company recreation facilities 

Autonomy Participation in decisions 

Pay increase Stock options 

Recognition Vacation trips for performance
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didn’t bias my appraisal. I think it did. 

And I think the technique is flawed. 

Tell me—what’s the difference between 

a five and a six on “cooperation”? 

   Jim:    The scales are a problem. So is mem-

ory. Remember our course in human 

resources in college? Dr. Philips said 

that, according to research, when we sit 

down to evaluate someone’s perfor-

mance in the past year, we will only be 

able to actively recall and use 15 per-

cent of the performance we actually 

observed. 

   Lynne:    I think political considerations are 

always a part of the process. I know 

I consider many other factors besides 

a person’s actual performance when 

I appraise him. 

   Tom:    Like what? 

   Lynne:    Like the appraisal will become part of 

his permanent written record that 

affects his career. Like the person 

I evaluate today, I have to work with 

tomorrow. Given that, the difference 

between a five and a six on cooperation 

isn’t that relevant, because frankly, if  a 

five makes him mad and he’s happy 

with a six . . . 

   Max:    Then you give him the six. Accuracy is 

important, but I’ll admit it—accuracy 

isn’t my primary objective when I eval-

uate my workers. My objective is to 

motivate and reward them so they’ll 

perform better. I use the review process 

to do what’s best for my people and my 

department. If  that means fine-tuning 

the evaluations to do that, I will. 

   Tom:    What’s an example of fine-tuning? 

   Max:    Jim, do you remember three years ago 

when the company lowered the ceiling 

on merit raises? The top merit increase 

that any employee could get was 4 per-

cent. I boosted the ratings of my folks 

to get the best merit increases for them. 

The year before that, the ceiling was 

8 percent. The best they could get was 

less than what most of them received 

the year before. I felt they deserved the 

4 percent, so I gave the marks that got 

them what I felt they deserved. 

   Lynne:    I’ve inflated ratings to encourage 

someone who is having personal 

problems but is normally a good 

employee. A couple of  years ago, 

one of  my better people was going 

through a painful divorce, and it was 

showing in her work. I don’t think it’s 

fair to kick someone when they’re 

down, even if  their work is poor. I 

felt a good rating would speed her 

recovery. 

   Tom:    Or make her complacent. 

   Lynne:    No, I don’t think so. I felt she realized 

her work was suffering. I wanted to 

give her encouragement; it was my way 

of telling her she had some support 

and that she wasn’t in danger of losing 

her job. 

   Jim:    There’s another situation where I think 

fine-tuning is merited—when some-

one’s work has been mediocre or 

even poor for most of the year, but it 

improves substantially in the last two, 

three months or so. If  I think the guy is 

really trying and is doing much better, 

I’d give him a rating that’s higher than 

his work over the whole year deserves. 

It encourages him to keep improving. 

If  I give him a mediocre rating, what 

does that tell him? 

   Tom:    What if  he’s really working hard, but 

not doing so great? 

   Jim:    If  I think he has what it takes, I’d 

boost the rating to motivate him to 

keep trying until he gets there. 

   Max:    I know of one or two managers who’ve 

inflated ratings to get rid of a pain in 

the neck, some young guy who’s trans-

ferred in and thinks he’ll be there a 

short time. He’s not good, but thinks he 

is and creates all sorts of problems. Or 

his performance is OK, but he just 

doesn’t fit in with the rest of the 

department. A year or two of good 

ratings is a sure trick for getting rid 

of him. 
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   Tom:    Yes, but you’re passing the problem on 

to someone else. 

   Max:    True, but it’s no longer my problem. 

   Tom:    All the examples you’ve talked about 

involve inflating evaluations. What 

about deflating them, giving someone 

less than you really think he deserves? 

Is that justified? 

   Lynne:    I’d hesitate to do that, because it can 

create problems. It can backfire. 

   Max:    But it does happen. You can lower a 

guy’s ratings to shock him, to jolt him 

into performing better. Sometimes, you 

can work with someone, coach him, try 

to help him improve, and it just doesn’t 

work. A basement-level rating can tell 

him you mean business. You can say 

that isn’t fair, and for the time being, it 

isn’t. But what if  you feel that if  the 

guy doesn’t shape up, he faces being 

fired in a year or two, and putting him 

in the cellar, ratings-wise, will solve his 

problem? It’s fair in the long run if  the 

effect is that he improves his work and 

keeps his job. 

   Jim:    Sometimes, you get someone who’s a 

real rebel, who always questions you, 

sometimes even oversteps his bounds. 

I think deflating his evaluation is mer-

ited just to remind him who’s the boss. 

  Lynne:    I’d consider lowering someone’s true 

rating if  they’ve had a long record of 

rather questionable performance, and 

I think the best alternative for the per-

son is to consider another job with an-

other company. A low appraisal sends 

him a message to consider quitting and 

start looking for another job. 

   Max:    What if  you believe the situation is 

hopeless, and you’ve made up your 

mind that you’re going to fire the guy 

as soon as you’ve found a suitable re-

placement? The courts have chipped 

away at management’s right to fire. 

 Today, when you fire someone, you’d 

better have a strong case. I think once 

a manager decides to fire, appraisals 

 become very negative. Anything good 

that you say about the subordinate can 

be used later against you. Deflating the 

ratings protects you from being sued 

and sometimes speeds up the termina-

tion process. 

   Tom:    I understand your points, but I still 

believe that accuracy is the top priority 

in performance appraisal. Let me play 

devil’s advocate for a minute. First, 

Jim, you complained about our mem-

ory limitations introducing a bias into 

appraisal. Doesn’t introducing politics 

into the process further distort the 

truth by introducing yet another bias? 

Even more important, most would 

agree that one key to motivating people 

is providing true feedback—the facts 

about how they’re doing so they know 

where they stand. Then you talk with 

them about how to improve their 

 performance. When you distort an 

 evaluation—however slightly—are you 

providing this kind of feedback? 

   Max:    I think you’re overstating the degree of 

fine-tuning. 

   Tom:    Distortion, you mean. 

   Max:    No, fine-tuning. I’m not talking about 

giving a guy a seven when he deserves a 

two, or vice versa. It’s not that extreme. 

I’m talking about making slight 

changes in the ratings when you think 

that the change can make a big differ-

ence in terms of achieving what you 

think is best for the person and for 

your department. 

   Tom:    But when you fine-tune, you’re manipu-

lating your people. Why not give them 

the most accurate evaluation and let 

the chips fall where they may? Give 

them the facts and let them decide. 

   Max:    Because most of good managing is psy-

chology. Understanding people, their 

strengths and shortcomings. Knowing 

how to motivate, reward, and act to do 

what’s in their and your department’s 

best interest. And sometimes, total 

accuracy is not the best path. Some-

times, it’s not in anybody’s best interest. 
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   Jim:    All this discussion raises a question. 

What’s the difference between fine-

tuning and significant distortion? 

Where do you draw the line? 

   Lynne:    That’s about as easy a question as 

what’s the difference between a five and 

a six. On the form, I mean.  

  Questions  

  1.   Based on your view of the objectives of perfor-

mance evaluation, evaluate the perspectives about 

performance appraisal presented by the managers.  

  2.   In your opinion, at what point does “fine-tuning” 

evaluations become unacceptable distortion?  

  3.   Assume you are the vice president of  human re-

sources at Eckel Industries and that you are aware 

that fine-tuning evaluations is a prevalent prac-

tice among Eckel managers. If  you disagree with 

this perspective, what steps would you take to re-

duce the practice?          
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 Managing 
Misbehavior   
 Learning Objectives 

 After completing Chapter 8, you should be 

able to: 

 •      Explain  why the management of misbehav-

ior is an important responsibility that 

managers must address. 

 •      Describe  some of the outcomes of misbehav-

ior in terms of property, politics, interpersonal 

relations, and intrapersonal relations. 

 •      Explain  the different types of sexual 

 harassment. 

 •      Discuss  why sexual harassment can be 

interpreted to be a form of violence. 

 •      Identify  why some consider the invasion of 

privacy rights to be a moral issue. 

 •      Discuss  how an organization’s culture can 

impact what is referred to as the manage-

ment of misbehavior norms. 

 •      Explain  why organizational researchers are 

now more willing to acknowledge that 

 misbehavior is an important issue.    

 Managers often face problem behaviors in the work setting that must be solved to 

prevent additional negative consequences. An understanding of managing workers is 

incomplete without studying, discussing, anticipating, and addressing what we refer to 

in this chapter as managing employee misbehavior (MEM). This chapter recognizes 

that the majority of  employee behavior is positive and directed toward the accom-

plishment of  meaningful goals. However, occasionally managers need to deal with 

MEM in an organized, systematic manner. 

 The chapter will explore some of the available theory and increasing research con-

cerning negative behavior in work settings. Obviously misbehavior is costly, reduces 

performance, and can impact the entire organization negatively. 1  Some organizational 

scientists have made recommendations regarding the management and analysis of 

misbehavior and its consequences. The chapter will explore a range of  misbehavior 

from the minor to the most destructive; many forms will be omitted because of space 

limitations.  

 The Management of Misbehavior  

 Managing employee misbehavior requires an active posture in that managers are re-

sponsible for identifying, solving, and correcting problems. Some observers refer to 

workplace misbehavior as a serious form of antisocial behavior.  Exhibit 8.1  lists mis-

behaviors in an organizational setting. 

   The list is only a partial presentation of  misbehavior that needs management 

 intervention. The popular press contains many stories and analyses of  violent acts 

   C H A P T E R  E I G H T 
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(e.g., shootings) in the workplace, financial fraud and malfeasance (e.g., Bernie Madoff, 

Parmalat, Enron, and National Century Financial), and lawsuits filed and settled 

(e.g., Texaco, Mitsubishi, and Fox News) involving sexual harassment, identity theft, 

and discrimination. 2   

    A number of  major reviews of the organizational behavior literature suggest that 

organizational researchers tend to focus primarily on positive descriptions of  what 

occurs at work. 3  The positive aspects, of which there are many, of leadership, motiva-

tion programs, and change projects are studied and discussed. Fewer scholars address 

employee misbehavior as an important concern. 

Reality Check

  How much do you know about managing misbehaving employees?  

  1.   True or false: An employee’s work environment has no influence on whether he or she will engage 

in substance abuse.  

  a.   True  

  b.   False    

  2.   Sexual harassment is a specific type of misbehavior. Some refer to sexual harassment as a form 

of .  

  a.   white-collar crime  

  b.   business organization problem  

  c.   violence  

  d.   manufacturing policy issue    

  3.   Employee theft losses to employers are at least  more than the total cost of street 

crime annually.  

  a.   3 times  

  b.   10 times  

  c.   50 times  

  d.   100 times    

  4.   True or false: Employers can read e-mails sent over their computer systems even if employees are 

not informed of the policy.  

  a.   True  

  b.   False    

 5.   A heuristic framework for helping managers cope with theft is called . 

  a.   crime stopper  

  b.   audit check  

  c.   steal  

 d.  honesty

 EXHIBIT 8.1
 Examples of 

Misbehavior 

at Work 

           Arson       Fraud    Sabotage

   Blackmail       Incivility    Sexual harassment

   Bribery       Intimidation   Spying on co-workers 

   Bullying    Kickbacks   Substance abuse 

   Cheating     Lying  Theft    

   Discrimination     Misinformation     Threats 

  Dishonesty    Privacy violations  Withholding information (concealment)  

  Espionage    Revenge     Withholding job effort           
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   Although the majority of  management researchers have largely ignored misbehav-

ior in organizations, 4  other disciplines have studied it for years. Studies of  the impact 

of  an occupational structure on criminal workplace behavior, embezzlement, vandal-

ism, sabotage, restriction of  output, and goldbricking have been conducted by soci-

ologists, occupational psychologists, criminologists, and anthropologists. 5  In a 

presidential address to the American Sociological Society, Sutherland introduced the 

notion of  white-collar crime, defining it as “crime committed by a person of  respect-

ability and high social status in the course of  his occupation.” 6  Coleman proposed 

that white-collar crimes involve illegal acts, the identification of  a beneficiary of  the 

acts, and the social status of  the actor (criminal). He further differentiated between 

 occupational  crime, or crimes to benefit the criminal conducted without organiza-

tional support, and  organizational  crime, which is conducted with the support of  an 

organization. 7     

 The Emergence in Management of the Study of Misbehavior  

 The concept of MEM has a cross-disciplinary theme. That is, a number of disciplines 

offer theories, research findings, and frameworks to examine MEM and its conse-

quences. Vardi and Weitz discuss in detail a number of misbehavior categories includ-

ing deviance, aggression, and political behavior. In their framework, employee deviance 

is concerned with the social conditions under which certain behaviors are considered 

deviate. Workplace aggression includes harmful and damaging behaviors. Political be-

havior is the misuse of  power and influence. These three categories of  misbehavior 

overlap and are interrelated in their framework. 

   The Vardi and Weitz framework has been adapted here to fit the goals of the chap-

ter. 8  It is multidisciplinary, thorough, empirically supported, and can be examined 

through further testing, which will likely result inevitability in some modification. 

  Exhibit 8.2  presents an adaptive, yet representative version of  the Vardi and Weitz 

comprehensive model of organizational misbehavior. 9  

         The discussion that follows will focus primarily on selected outcomes and selected 

interventions. Exhibit 8.2 suggests that misbehavior is a purposeful action on the part 

of individuals that is mediated by a person’s beliefs and an organization’s expectations. 

The intention to misbehave can result in a number of financially and socially costly 

outcomes.  

 Antecedents 

 Exhibit 8.2 displays four types of  antecedents to misbehavior—individual, job, 

group, and organizational. The selection of  characteristics displayed is based on 

available studies, frameworks, and discussions previously established on each of  the 

factors. For example, when individuals perceive they are being mistreated by a man-

ager, their preference for misbehaving may increase. 10  This attitude can then be-

come internalized and impact co-workers. If, for example, co-workers agree that 

mistreatment has occurred, they can join in with their own misbehavior. Hackett 

found a relationship between employee dissatisfaction and increased absenteeism. 11  

The intentional work misbehavior of  the individual who perceives himself  to be 

mistreated could have negative consequences for the person (dissatisfaction), the 

work group (dissatisfaction), and the organization (increased absenteeism). The 

model displayed in Exhibit 8.2 assumes that all misbehaviors (outcomes) are volun-

tarily committed.   
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Individual
• Values
• Attitudes
• Personality
• Emotion
• Stress

Financial
• Reduced
   productivity
• Lawsuits
• Loss of image

Social
• Mental and
   physical injuries
• Job dissatisfaction

Normative
Force

• Organizational
   pressure and
   expectations

Instrumental
Force

• Personal
   interests and
   beliefs

Focus on
Antecedents
• Selection
• Education
• Training

Focus on
Outcomes

• Sanctions
• Suspension
• EAPs
• Termination

Interpersonal
Misbehavior

• Sexual
   harassment
• Violence
• Discrimination
• Bullying

Intrapersonal
Misbehavior

• Substance
   abuse
• Fraud

Performance
Misbehavior

• Cyberslacking
• Social loafing
• Absenteeism

Property
Misbehavior

• Theft
• Sabotage
• Espionage

Political
Misbehavior

• Impression
   management
• Favoritism

Job
• Task identity
• Task variety
• Task
   significance
• Emotion
• Stress

Organizational
• Strategy
• Goals
• Culture
• History
• Systems
• Ethics

Group
• Norms
• Development
• Cohesiveness
• Leadership

Intention
to misbehave

Management Interventions

Antecedents Mediators Outcomes Costs

A B C

 EXHIBIT 8.2  A Model of Organizational Misbehavior

 Source: Adapted from Yoav Vardi and Ely Weitz,  Misbehavior in Organizations: Theory, Research, and Management  (Mahwah, NJ: Lawrence Erlbaum, 2004), p. 251 

with modifications. 

 Mediators 

 A core concept in the model presented in Exhibit 8.2 is the “intention to misbehave.” 

Accidental behaviors on the part of individuals are excluded. The intention to misbe-

have is defined as the behavior exhibited by an individual or group that is purposeful 

(intentional) and can be harmful to the person and others, as well as financially and 

socially costly. 
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   The intention to misbehave is posited to mediate the relationship between anteced-

ents and the outcomes that are expressions of  the misbehavior. 12  Intentions are as-

sumed to be the result of a normative force, or the person’s expectations of how he or 

she is supposed to behave, and an instrumental force, which represents the individual’s 

personal interests and beliefs. These two forces can influence a person’s intention to 

misbehave as well as what type of  misbehavior will be engaged in. For example, an 

angry employee may attempt to hurt the organization by hiding a crucial set of data to 

satisfy his need to retaliate (instrumental force), restrict his attendance (normative 

force), or misbehave in both ways.   

 Outcomes 

 The examples of  misbehaviors (outcomes) presented in Exhibit 8.2 are some of  the 

more researched, reported, and analyzed misbehaviors, but more examples exist. Five 

specific categories that are discussed in the literature are interpersonal, intrapersonal, 

performance, property, and political. 13  Some specific misbehaviors in these categories 

will be discussed later in the chapter.   

 Costs 

 The potential costs of  employee misbehavior to individuals, groups, organizations, 

and other societal groups can be substantial. For example, the financial costs of  the 

Enron debacle to employees (lost pensions), executives (imprisonment, lost careers), 

the community (Houston’s economic and business infrastructure), and society (legal 

expenses) have not yet been calculated. 14  However, losses will reach billions of dollars. 

In addition to the financial costs of the Enron and other similar cases are substantial 

social costs (premature illness, depression, suicide, family instability). Are managers 

responsible for these costs? Some believe that managers have been given a “free ride” 

in the social cost responsibility area. The Organizational Encounter on page 220 

illustrates examples of misbehavior in a number of organizations.   

 Management Interventions 

 Management interventions are the actions taken by managers (representing the organiza-

tion) to prevent, control, or respond to harmful misbehavior. Exhibit 8.2 displays three 

specific points for management intervention—A, B, and C. At point A, management can 

carefully screen and refuse to hire “risky” individuals. Management can also intervene at 

other antecedent points: job, group, and organization. The problem with interventions 

at these points is that the person is already employed. The most efficient intervention 

point is during the preemployment phase. 15  

   The intervention at B requires affecting the normative force, as well as the instru-

mental force. The goal of this intervention point is to reduce the possibility of a job, 

group, or organizational antecedent to trigger misbehavior. For example, some organi-

zations use mentor programs to provide a role model of proper (normative) attitudes 

and behavior and communicate through mentor–mentee discussions the consequences 

of misbehaving (instrumental). 

   The intention of  an intervention at C shifts from prevention to deterrence. The 

manager works to reduce the possibility of the intention to misbehave. A member of 

a team who values being part of the team may learn that misbehavior could mean be-

ing transferred (control) to another unit. She may decide that staying with the pre-

ferred unit is important and elect to behave properly. The threat of a transfer may be 

powerful enough to evoke a change in behavior. 
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 MISBEHAVIOR: A FEW EXAMPLES 
 The reports of corporate crimes, fraud, and malfeasance con-

tinue to make headlines years after the Enron scandals hit news-

wires and television screens. Misbehavior is not gender, industry, 

country, or date specific. Managers and nonmanagers keep mak-

ing headlines because they are alleged to have committed, have 

pleaded to committing, or have been convicted of a crime. A few 

samples of the carnage and misbehavior are:

   •    Bernard L. Madoff Investment Securities : The Securities and 

Exchange Commission (SEC) accused Madoff of deceiving 

investors to the tune of $65 billion. Engaging in a “Ponzi 

scheme,” he traded and lost investor money but still paid 

these investors a certain return on investment with the money 

given by other investors. In 2009, the 70-year-old Madoff was 

found guilty of fraud and sentenced to 150 years in jail.  

  •    Rite Aid Corporation:  Federal prosecutors charged that the 

drugstore’s former general counsel “tried to line his pocket 

with millions.” Former CEO Martin Grass also pleaded guilty to 

conspiracy to defraud Rite Aid and its shareholders by inflat-

ing profits by $1.6 billion. He will serve up to eight years in 

federal prison and was fined $500,000.  

  •    Siemens Corporation : Europe’s largest engineering firm 

pleaded guilty in 2008 to charges of bribery and corruption 

and agreed to pay fines of $800 million in the United States 

and $540 million in Germany. Cash payments were made to 

foreign officials to help the company win lucrative contracts. 

It was alleged that three cash desks were set up at Siemens 

offices where managers could take out large sums of cash in 

suitcases to pay off officials.  

  •    Xerox Corporation:  The SEC alleged that Xerox, in an effort to 

hide deteriorating performance results, doctored its books 

using many fraudulent schemes, among them “cookie jar” 

reserves that could be dipped into when times were tough and 

manipulating office equipment leases to accelerate the book-

ing of revenue and profit. Xerox paid the SEC a $10 million 

penalty to settle civil charges. Four top Xerox executives 

agreed to pay $22 million in fines and interest.  

  •    ImClone Systems Inc.:  This company claimed it had discov-

ered a wonder drug for colorectal cancer called Erbitux. The 

Food and Drug Administration (FDA) refused to review the 

drug, citing missing evidence. Authorities proved Samuel 

Waksal, co-founder and CEO, tipped off family members and 

friends (e.g., Martha Stewart) that the FDA was refusing to 

conduct a review. This “tip” allowed individuals to sell the 

stock. Waksal was sentenced to 87 months in prison after 

pleading guilty to charges of securities fraud. He will also pay 

$4 million in fines and back taxes and is banned for life from 

leading a public company. Martha Stewart served five months 

in prison, two years probation, and for five months after her 

release she was confined to her home.    

  Sources:  Adapted from Amir Efrati, Tom Lauricella, and Dionne Searcey, 

“Top Broker Accused of $50 Billion Fraud,”  The Wall Street Journal , Decem-

ber 12, 2008, p. A1; “Business: Bavarian Baksheesh: The Siemens Scandal,” 

 The Economist  389, no. 8611 (December 20, 2008), p. 112; “Martha Stewart,” 

 www.wikipedia.org/Martha_Stewart  (accessed April 10, 2006); and Robert 

Franks et al., “Scandal Scorecard,”  The Wall Street Journal,  October 3, 

2003, pp. B1, B4. 

O R G A N I Z A T I O N A L  E N C O U N T E R

   These intervention points offer managers different opportunities to reduce the inci-

dence or at least consequences or costs of misbehavior. Since every possible misbehav-

ior can’t be discussed, we select only a few. These have been selected because of the 

available literature and current discussion of them in the academic and popular press.  

 Selected Misbehaviors  

 The list of potential employee misbehaviors faced by managers is extensive. As stated 

earlier, Exhibit 8.1 represents only a partial list of  misbehaviors. We now discuss a 

number of significant and widely publicized and researched misbehaviors.  

 Sexual Harassment 

    Sexual harassment    is an important topic and has been the subject of  a considerable 

amount of  research in recent years. 16  More than 70 percent of  female employees re-

port they have been the objects of sexually harassing behaviors while working. Sexual 

harassment is a form of aggression as well as unethical behavior. 17  Broadly defined, 

  sexual harassment  
 Unwelcome advances, 

requests for sexual fa-

vors, and other types 

of verbal, psychologi-

cal, or physical abuses. 
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this misbehavior is characterized by unwelcome advances, requests for sexual favors, 

and other types of verbal, psychological, or physical abuses. From a legal perspective, 

there are several types of sexual harassment, including: 18   

  1.    Quid pro quo . This form of sexual harassment occurs when an employee’s compli-

ance with requests for sexual favors are linked to employment decisions (e.g., pro-

motion or hiring).  

  2.    Hostile work environment . This sexual harassment occurs when sex-related behavior 

interferes with an employee’s work performance or creates an intimidating, hostile, 

or offensive working environment.  

  3.    Psychological . This sexual harassment occurs when an employee “feels harassed” 

regardless of whether or not the sex-related behavior is illegal.      

      Sexual harassment occurs because of power differences, lust, and reasons that are 

not entirely understood. It occurs across gender lines and across sexual orientations. 19  

It is not only misbehavior but is also illegal. Sexual harassment is a form of discrimina-

tion, but in addition, harassed employees can file claims for battery and defamation. 

   Flirting, joking, bantering, and other sexual interactions are daily occurrences in 

work settings. Not all of these interactions constitute sexual harassment. Consensual 

sexual interactions are those that reflect positive expressions of workers’ sexual choices 

and desires. However, some workplace relationships can have a host of negative rami-

fications, including accusations of  favoritism, decreased productivity, gossip, and in 

the case of  a bad breakup, a strained work environment and even workplace vio-

lence. 20  Some companies ask employees to sign a “consensual relationship agreement” 

or “love contract.” This agreement has to be signed by both dating employees and 

typically includes the following provisions: 21   

•   The relationship is consensual.  

•   What the dating employees will do if  the relationship stops being consensual.  

•   Both dating employees verify that they are aware of the company’s policies on sex-

ual harassment.  

•   The dating employees are told what happens if  one or both of the dating employees 

break the contract.   

   O’Leary-Kelly and colleagues reviewed the research conducted on sexual harass-

ment from 1995 to 2008. 22  They summarized sexual harassment research in terms of 

the various definitions of sexual harassment, predictors (personal, situational, and or-

ganizational) of sexual harassment, responses to sexual harassment (target, organiza-

tional, and observer), and the consequences of  sexual harassment (turnover, work 

group productivity, job withdrawal). These researchers made the following conclusions 

about the evolution of sexual harassment research over the past 13 years: (1) There 

have been advances in theoretical models that guide research and empirical testing; (2) 

research is taking a broader focus to examine different types of harassers (e.g., clients) 

and a broader range of conduct (e.g., sexual assault); and (3) more has been learned 

about how sexual harassment is facilitated or inhibited by the organizational culture. 23  

   Some individuals consider sexual harassment to be only of minimal concern or im-

portance, not recognizing the damage done by sexually harassing misbehavior. Pryor 

and Stoller found that men who scored high on a characteristic designated “likelihood 

to sexually harass (LSH)” hold adversarial sexual beliefs, have difficulty understanding 

others’ perspectives, and endorse traditional male sex stereotypes. 24  These high-LSH 

men view many harassing behaviors as only expressions or hints of  attraction and 
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 sexual interest. Convincing men with LSH tendencies that sexual harassment hurts an-

other person is difficult because of their hardened view about others’ perspectives. For 

example, a recent study reported that males with high levels of LSH tend to give attrac-

tive females higher scores on performance appraisals. 25  These upwardly biased ratings 

can create fairness issues in relation to less attractive females who perform as well or 

better than their more attractive peers. Theory and research have proposed that men 

and women often view alleged sexual harassment behavior differently. Research shows 

that some behavior men consider friendly women interpret as sexual. Women tend to 

classify a wider range of behavior as sexually harassing than do men. 26  This stream of 

research suggests a basis for why men tend to be harassers more often than do women. 

   How can a manager recognize a behavior as sexual harassment? 27  There are a few 

tests for focusing on and categorizing particular behaviors:

      The Family IQ Test . Would this occur if  the sexual harasser’s child were present? 

Would it be occurring if  the spouse of the victim were present? Would you as an 

observer want the behavior or allow the actions to be done to your daughter?  

     The Public Forum Test . Is this a behavior you would like to see in the newspaper 

or hear about in a radio broadcast or on a television news program?  

     Dual Treatment . Is this done to other people, of both sexes, frequently?    

   These are general rules to help managers assess the behaviors of others, as well as 

their own behaviors. Considering the responses to these kinds of questions can help a 

manager govern his or her own behavior and decide how and when to intervene.   

 Aggression and Violence 

 The word  aggression  is used to describe many forms of  behavior. Concisely put, 

    aggression     at work  is the effort of an individual to bring harm to others with whom the 

person has worked or currently works at an organization (i.e., current or past). The 

attempt to bring harm is intentional and includes psychological as well as physical in-

jury. There are over 2 million workplace physical assaults annually. Workplace violence 

accounts for about 18 percent of the violent crimes committed annually. According to 

the Occupational Safety and Health Administration (OSHA), workers who do the fol-

lowing activities are at an increased risk of being victims of workplace violence: ex-

change money, make deliveries, work alone, work late nights, or work in settings/homes 

with extensive contact with the public. High-risk occupations include: visiting nurses, 

psychiatric evaluators, phone and cable TV installers, retail workers, and taxi drivers. 28     

      A review of  the organization science literature suggests that aggression has only 

recently been considered worthy of study. Buss has categorized aggression along phys-

ical, verbal, active, passive, direct, and indirect dimensions. 29   Exhibit 8.3  shows his 

framework for classifying aggression. The Buss framework addresses interpersonal 

forms of aggression. Buss asserts that the aggressor consciously intends to bring harm 

to another person or the organization. Physical forms of aggression could involve an 

attack with fists, pushing, slapping, or use of a weapon. Verbal aggression is inflicted 

by words, gossip, or innuendo. 

   Active aggression brings harm through a specific behavior, while passive aggression 

is accomplished through withholding of something desired (e.g., deserved praise, in-

formation, resources). See Exhibit 8.3. 

   The direct form of aggression is found when the aggressor delivers harm personally. 

In indirect aggression another person produces the harm. Spreading a damaging  rumor 

that harms an employee’s chance to be promoted is an example of indirect aggression. 

  aggression  
 In the work setting this 

is behavior that brings 

harm to others with 

whom the aggressor 

works or has worked. 
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   O’Leary-Kelly, Griffin, and Glew suggest that individual differences play a role in 

aggression at work; however, they discourage investigating individual differences. 30  

They contend that the best predictors of  violence are demographic data, which are 

prohibited by law from being collected. Organizations rarely share information about 

worker aggression. The lack of individual-level research on aggression at work makes 

it difficult to determine with any confidence the role of  individual differences in ex-

plaining workplace violence. 

   In the research attempting to find a link between individual differences and aggres-

sion, some of the individual differences studied include trait anger, negative affectivity, 

Type A behavior, attitude toward revenge, emotional reactivity, gender, and anxiety. 31  

For example, studies report that males are more aggressive than females and score 

higher on attitude toward revenge than females. 

   Other studies on workplace violence, physical or emotional, report it can occur 

between colleagues, customers, and management. It includes, but is not limited to, 

threats, bomb scares, obscene phone calls or e-mail messages, sexual and verbal ha-

rassment, beatings, and shootings. Data from the Bureau of Labor Statistics’ Census 

of Fatal Occupational Injuries reported that 11,613 workplace homicides occurred in 

the United States between 1992 and 2006 and averaged about 800 per year. 32  Unfortu-

nately, in 2007, there was a substantial increase in homicides involving police officers 

and supervisors of retail sales workers. 33  

 EXHIBIT 8.3  Eight Types of Workplace Aggression Categorized by Buss 

 Source: A.H. Buss,  The Psychology of Aggression  (New York: John Wiley & Sons, 1961).   

                Physical–Verbal  Active–Passive  Direct  Indirect 

Dimension     Dimension   Dimension         Dimension  

                       Physical     Active      (Cell I)       (Cell 2)    

             Homicide     Theft   

             Assault     Sabotage    

             Sexual assault     Defacing property   

             Dirty looks     Consuming needed resources   

             Interrupting others        

             Obscene gestures        

        Passive      (Cell 3)       (Cell 4)    

             Intentional work slowdowns     Showing up late for meetings   

             Refusing to provide needed resources Delaying work to make target look bad       

             Leaving area when target enters     Failing to protect the target’s welfare   

             Preventing target from expressing self  Causing others to delay action        

   Verbal     Active      (Cell 5)       (Cell 6)    

             Threats     Spreading rumors   

             Yelling     Whistle-blowing   

             Sexual harassment     Talking behind target’s back   

             Insults and sarcasm     Belittling opinions   

             Flaunting status     Attacking protégé   

             Unfair performance evaluation     Transmitting damaging information   

        Passive      (Cell 7)       (Cell 8)    

             Failing to return phone calls     Failing to transmit information   

             Giving target the silent treatment     Failing to deny false rumors   

             Damning with faint praise     Failing to defend target   

             Refusing target’s request     Failing to warn of impending danger     
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   Nonfatal assaults result in millions of lost workdays and productivity and cost mil-

lions of dollars in compensation. Approximately 1 million people are assaulted annu-

ally while at work or on duty (including police officers and prison guards). 

   Although these data are alarming, they should not be exaggerated. The sensational-

ism of a disgruntled employee or ex-employee returning with a weapon and shooting 

people implies that there is an uncontrollable amount of rage and aggression in work-

places. There are surely too many misbehaving workers who resort to violence, but the 

majority of workplace homicides are the result of robberies and related crimes as op-

posed to co-workers settling differences. 34  

   The increase in nonfatal violence and acts of aggression may be the result of down-

sizing, poor management observation and anticipation skills, increased insecurity, in-

creased pressure for more productivity, and longer work hours. Employees now put in 

more time at work than they did 20 years ago. This extra push to work longer is as-

sumed to be necessary to keep up with the competition. Management pressure to work 

harder and longer appears to be associated with increased levels of  stress, burnout, 

frustration, anxiety, and fatigue. The possible implication is that employees resort to 

aggression and violence as the result of such pressures.   

 Bullying 

 The notion of workplace bullying is being discussed and studied more frequently; how-

ever, still only a limited number of studies focus on bullying as misbehavior.     Bullying    is 

defined as repeated actions that are directed toward another worker, which are un-

wanted, which may be done deliberately or unconsciously, but clearly cause humiliation 

and distress, and create an unpleasant work setting. The behaviors of a bully are in-

tended to be hostile actions or are considered by the victim to be hostile. Bullying dif-

fers from “normal” conflict with peers in that bullying is characterized by an imbalance 

of power, strong emotional reactions from the victim, a tendency to blame the victim, 

no effort to resolve the conflict, and an attempt to gain control through conflict. 35     

      Organizational research on workplace bullying generally falls into two types: stud-

ies of  the characteristics of  victims and bullies; and studies that focus on the social 

context in which bullying occurs. 36  Researchers have found that many victims perceive 

envy as the reason for the hostility directed at them; they also have inadequate coping 

skills, are introverted, and have low self-esteem. Other researchers have found that 

overachievers are bullied more frequently than average performers. 

   Bullies have been known to possess high levels of  aggression, but the research to 

develop a bully profile is sketchy, incomplete, and inconclusive. 

   Researchers have begun to consider the role of  the social context and organiza-

tional structure of  the workplace to see how they influence bullying behavior. 37  For 

example, lack of  proper supervision, jobs done in isolation, social inequities in the 

workplace, and departments with low morale all provide a social context for bullying 

to occur. 38  Some believe that when high uncertainty exists, bullying is more likely to be 

present. The victim is the recipient of hostile acts more because of being a convenient 

target in a situation of uncertainty. 

   The role of  an organization’s culture or climate in nurturing a bully’s behavior is 

captured by a number of examples of managers using intimidation, threats of firing, 

and promising disciplinary action “if  performance is not improved.” This form of bul-

lying can become expected since it is a part of accepted behavior in the organization. 

Before its collapse, Enron’s CEO Jeffrey Skilling was thought to use bullying tactics to 

obtain higher performance ratings (and higher pay/bonuses) for his key people. 39  

  bullying  
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   Einarsen suggests that bullying is an evolving process, with humiliating or punitive 

behaviors over time becoming an accepted pattern. In this view, bullying can thrive 

only when it is supported by an organization’s culture. 40  Victims in a culture that sup-

ports bullying accept their fate through fear. Those victims who can’t tolerate the con-

tinual bullying leave the organization through retirement, illness, or choice. 

   Some researchers believe that the proportion of bullied versus nonbullied employ-

ees acts as a measure of the mental health of an organization. 41  The unhealthier the 

organization, the higher the proportion of bullied versus nonbullied employees.   

 Incivility 

 Workplace    incivility    involves acting rudely, discourteously, or in a demeaning manner 

toward others. It is on the low end of the continuum of abuse. Incivility isn’t violence 

or harassment, but it is a lack of respect for others. Incivility appears to be proliferating 

outside and inside the workplace. 42  It is important for individuals who are interacting, 

working together, to conduct themselves in a civil way. It is also important for employ-

ees to treat customers or external individuals interacting with an organization with 

respect. Being civil or polite with regard to others in an organization constitutes what 

is called  organizational citizenship behavior  (OCB). 43     

      Incivility includes condescending remarks, being disruptive in meetings, ignoring 

others, insulting another person, being abrupt, giving negative eye contact, not an-

swering when asked a question, refusing to say “thank you” or “please,” interrupting 

others when speaking, and sending “flaming” e-mails. 

   Co-workers are incivil at work for a number of reasons. Some have become so alien-

ated that they feel no loyalty to their work, colleagues, or the organization. 44  In addi-

tion, there may be fears of what the future holds. Will I even have a job tomorrow? Or 

the workload may be overwhelming. Downsizing, managerial expectations, and pres-

sure to work harder and longer create an increased workload. 

   As will be illustrated in Chapter 9, workplace stress is at a significant level. Individu-

als attempt to better manage stress but sometimes fail. The result is more rudeness, 

impoliteness, and improper etiquette. The concept of etiquette is ignored frequently 

(e.g., reading a fax addressed to someone else, interrupting a colleague when it is not 

necessary, ignoring someone in your space or area, and simply bad manners). 

   When incivility is prevalent or becomes a part of the work culture, the effects can be 

costly. Conflict emerges, which detracts from productivity. According to recent research, 

employees who are the recipients of uncivil behavior experience the following: 45  

•   Increased job stress and dissatisfaction.  

•   Lower levels of creativity.  

•   Cognitive distraction and psychological distress.  

•   Disrupted relationships at work.  

•   Lower commitment to the organization.  

•   Higher turnover.    

   An Accountemps survey of  executives from the largest 1,000 firms in the United 

States found that 13 percent of their time, or about six weeks a year, is spent resolving 

conflicts, many of which have a beginning in incivility. 46  

   Some workers, after repeated incidents of incivility in the form of rudeness, become 

physically ill or suffer depression. These kinds of problems become costly in the form 

of increased sick days and high health insurance premiums. 

  incivility  
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   To combat incivility problems, a growing number of  firms are using training and 

education programs to involve participants in practicing civility and proper etiquette. 

Managers also practice better role, assignment, and scheduling etiquette with their 

employees. Some firms have gone to what they refer to as a “zero-tolerance” policy 

regarding incivility. 47  The policy is posted and communicated on the intranet explain-

ing that poor behavior (e.g., incivility, rudeness) will not be tolerated. Infractions are 

linked to specific sanctions and these are part of the policy. 48  

   A low-intensity form of incivility between colleagues can escalate to aggression or 

violence. For this and other reasons, incivility should not be permitted. The notion of 

“spiraling” from a slight, or something that was said, to violence has been studied by 

organizational researchers. 49  There has, however, been relatively little empirical atten-

tion to why some forms of incivility escalate (spiral) into something more serious and 

other forms do not. Even with limited research available it appears to be important for 

organizations to put a stop to incivility quickly and fairly. Some recommendations for 

stopping incivility include implementing a zero-tolerance policy (described above), 

managing proactively the climate of the organization, having leaders serve as role mod-

els, educating employees as to what is acceptable (and what’s unacceptable) behavior, 

and punishing those individuals who engage in uncivil behaviors. 50  To ignore incivility 

because it is at the low end of the abuse scale is to allow it to become a part of the or-

ganization’s norms and culture. 51  Neglecting incivility increases the chance that it will 

become more intense and perhaps more costly. Employees who indulge in incivility 

must be accountable regardless of their position and history in the organization.   

 Fraud 

 Accounts of alleged and proven criminal fraud and unethical behavior involving orga-

nizations such as Enron, Tyco, and Arthur Andersen and individuals such as Bernard 

Madoff, Andrew Fastow, Martha Stewart, and Dennis Koslowski have flooded the 

media. 52     Fraud    is defined as the intentional act of  deceiving or misrepresenting to in-

duce another individual or group to give up something of value. Managers and non-

managers have been indicted and convicted of fraud. A study of over 12,000 employees 

found that 90 percent engaged at some time in workplace misbehaviors such as gold-

bricking, sick time abuses, and fraud. Surprisingly, about 33 percent of the employees 

actually stole money or merchandise on the job. 53  The researchers concluded the most 

common reason for committing fraud was  motivation .    

      The concept of “wages in kind” suggests the more dissatisfied the employee is, the 

more motivated the individual will be to engage in fraud. 54  If  an employee believes 

that fair treatment is not occurring at work or that compensation programs are unjust, 

he or she will take more risks to balance the scales. 

   Opportunity is another precondition of  fraud. Research based on interviews of 

nearly 200 incarcerated embezzlers, including high-level business executives, revealed 

the majority committed fraud to meet their financial obligations. 55  The opportunity to 

 commit  and  conceal  the fraud was thought to be present (incorrectly as it turned out) 

by the incarcerated embezzlers. Such opportunity may partially explain the actions of 

Beazer Homes U.S.A., Inc. The Securities and Exchange Commission accused the for-

mer chief accounting officer of understating the company’s income in filings between 

2000 and 2005. Also, the company was accused of engaging in mortgage fraud activi-

ties. Beazer Homes will pay $53 million to settle these charges; $5 million is expected to 

be paid to the federal government and $48 million to victimized homeowners. 56  As de-

scribed earlier in the chapter, Bernie Madoff thought he could conceal his $65 billion 
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Ponzi scheme from the SEC and his investors indefinitely. He was found guilty of fraud 

and will spend the rest of his life in jail. 57  

   In a climate in which executive fraud appears daily in the media, experts believe that 

some degree of  the big-stakes fraud engaged in by CEOs is caused by envy and 

 jealousy, the thinking being, when a CEO considers a colleague is making $10 million 

annually there is inequity if  he or she is making less. 58  The perceived inequity, the lack 

of discipline, and the ineffective application of laws encourage some CEOs to engage 

in fraudulent behaviors. 

   Thus, fraud is a combination of motive and opportunity. The opportunity to com-

mit fraud is typically addressed through internal control systems. If  the proper checks 

and balances exist, it is more difficult to defraud an organization. To deter opportu-

nity, there should be a clear division of responsibility. If  one person or group controls 

the financial and accounting books and the assets, the ability to behave fraudulently is 

limited only by the imagination. 59  

   The use of internal controls is fine, but they can be overcome by strongly motivated 

people. Ensuring fairness, good working conditions, and sound leadership reduces the 

motivation to resort to fraud. The disgruntled, dissatisfied, and hopeless employee is 

a ready candidate for creating fraudulent schemes.   

 Substance Abuse at Work 

 Substance abuse among workers represents billions of dollars in organizational finan-

cial loss. Research in the U.S. workplace suggests that alcohol use directly impacts 

approximately 19 million people; and illicit drug use at work affects an estimated 4 

million individuals. 60  Illicit drug use costs over $200 billion annually because of  lost 

productivity, premature and preventable health problems, increased workers’ compen-

sation claims, and behavioral problems. 61   

        A survey of full-time workers reported illicit drug users were more likely than nonus-

ers to have worked for three or more employers in the past year, taken unexcused absences 

from work, and either voluntarily left an employer or been terminated in the past year. 

   Some substances not only are addictive, but also may be dangerous to associated 

nonusers. Assembly-line workers, transportation workers (e.g., drivers, pilots, ship 

captains), and various professionals (e.g., physicians, pharmacists) are singled out for 

 IS TONY A SAFE EMPLOYEE? 

 Tony works as an in-plant technician in a chemical plant in Gary, 

Indiana. He has worked exceptionally well after his release from 

a three-year prison sentence five years ago. As an ex-drug 

abuser and user who served his time, he thoroughly enjoys his 

job. In the past three months, for the first time in his work history, 

he has had a number of flashback seizures and interpersonal 

problems with a few colleagues. The flashbacks are a result of 

his use of the drug PCP years ago. The company’s medical staff 

states that flashbacks are experienced by some ex-addicts. 

 As a technician Tony mixes and tests various chemicals 

according to procedures that must be carefully and correctly 

performed. A life-threatening mistake in mixing and testing 

could harm Tony or his co-workers. Tony’s last seizure lasted 

a few minutes at the testing table. He had to be escorted from 

the test room. 

 The testing job is the only one available for which Tony is 

qualified. Should Tony be suspended? Fired? Are there other 

options that may be safe to take with regard to Tony? 

Y O U  B E  T H E  J U D G E
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 DRUG AND DRUG SWAB TESTING: IS IT GOOD 

PREVENTIVE MANAGEMENT OR SNEAKY? 

 One evening at Robert M. Sides, Inc., a music company in 

 Williamsport, Pennsylvania, a team of testers swept through the 

firm’s office after hours testing for the presence of drugs. They 

dragged and brushed a tool across telephone receivers, computer 

keyboards and mouses, doorknobs, armrests, and coffeepot han-

dles. They also wiped or swabbed light switches. In the restrooms 

they dragged the tool across hot and cold fixtures on the sink. 

 These drug testers were hired by the firm to find out about on-

the-job substance abuse and use. Organizations use drug-wipe 

testing because it is less invasive and costly than traditional drug 

testing. It costs about $10 per employee to test for five drugs in-

cluding cannabis and cocaine. In comparison, a urine screen test 

performed by a laboratory costs about $35 per employee test. 

 According to the law, Robert M. Sides, Inc., has the right to 

perform such drug and swab tests. If drugs are being used at 

work, the employer has the right to examine its premises. 

 Not all firms want to engage in this type of after-hours tests 

because of their consideration for developing trust between em-

ployees and the firm. These firms consider the drug and swab 

approach to be sneaky. Also, the test can find that drugs were 

present but cannot identify who is the responsible party. 

 If the drug tests are used to acquire a general picture of the 

presence of drugs, it may be more acceptable to some firms. 

However, identifying a single or specific person is difficult. 

 Buchanan Brodsky Enterprises, a firm that operates 19 car deal-

erships, uses drug and swab tests, but takes it one step further. 

It spot-tests employees. The employees are aware of the pos-

sibility that spot tests can be used. When employees are hired 

they receive a copy of the firm’s spot-check policy and its 

 rationale. 

  Source:  Adapted from Kris Maher, “Armchair Drug Detection,”  The Wall 

Street Journal,  January 20, 2004, pp. B1, B8. 

O R G A N I Z A T I O N A L  E N C O U N T E R

study because of  their impact on others. The majority of  research on these subjects 

focuses on how organizations can detect and intervene to treat any substance abuse 

among these classes of employees. 

   Some researchers have investigated the work context in alleviating the substance 

abuse problem. 62  Is there a set of  job-related stressors that contribute to substance 

abuse on and off the job? The results of investigating whether alcohol, marijuana, and 

cocaine use were related to working conditions or occupations were inconclusive. 

These researchers concluded that workers’ substance use and abuse is a personal char-

acteristic and has less to do with working conditions. 

   However, another study analyzed data collected from 2,790 U.S. workers to explore 

whether two work stressors—work overload and job insecurity—contribute to em-

ployee alcohol and illicit drug use before work. 63  The study found that these stressors 

do influence alcohol and illicit drug use before work, during the workday, and after 

work. This lends some support to the idea that the work environment can also con-

tribute to employees’ substance abuse. 

   Supporting the notion that the work environment can influence substance abuse, 

Bacharach and colleagues used survey data from employees to identify drinking prob-

lems. 64  It was found that a permissive workplace culture is the single most significant 

risk factor that drives employees to drink. When employees believe the organization 

will tolerate social drinking during work hours, there is a greater possibility that drink-

ing will become a problem. 

   A study of experienced pharmacists provides an interesting view on the potential for 

substance abuse by knowledgeable professionals. 65  Despite being knowledgeable about 

addiction and abuse, pharmacists may become prescription-drug abusers. Interviews with 

50 recovering drug-addicted pharmacists revealed a picture of how abuse occurred. The 

researchers propose that drug knowledge and familiarity may have contributed to the 

pharmacists’ progressive prescription drug abuse. The pharmacists were deluded into be-

lieving they could overcome the addictive and harmful effects of the prescription drugs. 
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   Organizations need to attempt to identify predictors of substance abuse before indi-

viduals become employed. However, no test can accurately predict future substance 

abuse. Drug testing for prospective employees and employees under suspicion of impair-

ment and postaccident tests are used. 66  The Department of Defense requires noncom-

mercial contractors to test some employees. The U.S. Department of Transportation 

requires drug testing for drivers in interstate commerce, airline personnel, and railroad 

employees. 67  These requirements cover preemployment, for-cause, postaccident, and 

random tests for sensitive positions. Improperly administered drug-testing programs can 

spell trouble for a company. The Federal Aviation Administration (FAA) plans to fine 

AMR Corp.’s American Airlines for allegedly violating employee drug- and alcohol-

testing procedures. Between 2005 and 2007, the FAA claims that the airline “failed to 

properly oversee drug tests for flight attendants and a smaller number of mechanics. In 

some cases, the FAA said, employees knew beforehand that they would be tested.” 68  

   Some firms use drug swab testing to learn about their employees’ substance abuse. 

One approach to drug swabbing is presented in the nearby Organizational Encounter.   

 Cyberslacking 

 The Internet has provided a technology feature that has enabled many employees to 

slack off their regular work. Employees have used the Internet for prohibited nonwork 

usage. Surfing the Internet for personal reasons is apparently widespread, 69  and some 

estimates put the cost to businesses of  such Internet misuse at $85 billion per year. 70  

Personal e-mails, online shopping, recreational surfing, listening to music, vacation 

planning, and house or apartment hunting are performed during working hours.    

      The use of the Internet for personal reasons is a form of “virtual goldbricking” or 

   cyberslacking   . This costs organizations in lost time and energy being devoted to non-

organization matters. Personal cyberslacking can also burden an organization’s com-

puter network. Employees who access pornography sites in offices may also contribute 

inordinately to sexual harassment behaviors. 

   Cyberslacking has increased, and so has workplace surveillance of employees. Many 

U.S. organizations now practice electronic monitoring of employees on the job. 71  E-mail, 

computer files, and interactions with customers are popular areas of monitoring. Elec-

tronic monitoring allows managers to review everything said, written, or read. 

 Organizations have used electronic monitoring information to fire employees who mix 

personal and organizational business. A recent survey sponsored by the American Man-

agement Association and the ePolicy Institute reported that more than one-quarter of 

employers have fired employees for the misuse of e-mail, and about one-third have fired 

employees for misusing the Internet. 72  Misuse of the Internet was defined as:

•      Viewing, uploading, or downloading offensive content.  

•     Violation of company policy.  

•     Excessive personal use.    

   Some organizations have barred the transmittal of  pornography on their comput-

ers by using blocking software. Many organizations allow employees to send e-mail 

for some personal issues. These firms ease up on implementing a zero-tolerance policy 

because it appears to be too restrictive. Employees tend to respond coldly to zero-

tolerance policies. 

   Lockheed Martin posts over 40 million e-mails per month. The firm’s system crashed 

after an employee sent 60,000 co-workers an e-mail with an e-receipt requested about a 

national prayer day. Sending this kind of personal e-mail was prohibited. 73  Lockheed 

  cyberslacking  
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Martin spent hundreds of thousands of dollars to prevent any Lockheed Martin em-

ployee from sending an e-mail time bomb ever again. The cyberslacking employee was 

fired. 74  In addition to e-mail and Internet abuse, companies are increasingly monitoring 

employee blogs and online diaries that discuss organization or job-related informa-

tion. 75  Some employees are under the mistaken belief that what they write in their blog 

is private and protected by the First Amendment right to free speech. In most states, 

employers can fire workers “at will” except for discriminatory reasons. 76  

    Exhibit 8.4  shows how cyberslackers use their surfing time. Being able to eliminate 

all cyberslacking is not possible. However, having regulations, communicating them, 

and using them are needed to discourage this type of misbehavior. 

   Sabotage 

 A potentially costly form of misbehavior is    sabotage    that involves damaging or de-

stroying an organization’s or colleague’s equipment, workspace, or data. Sabotage is a 

tangible expression of  aggression or violence. Increasingly, co-workers are purpose-

fully erasing databases and destroying other items. Employee sabotage can range from 

simple, pranklike behaviors to vandalism to computer bombs. 77  A former employee 

of an Eden Prarie, Minnesota–based company, Wand Corporation, used his company-

issued password to introduce malicious software code that 

disrupted the company’s IT infrastructure and destroyed data. 

The “logic bomb” attack destroyed 25 computers that ended 

up costing about $49,000 to replace. The saboteur pleaded 

guilty in federal court and may receive up to 10 years in pris-

on. 78  Angry employees (and ex-employees) like this one co-

vertly and overtly resort to sabotage to get even, to correct a 

perceived wrong, to take revenge, or to make a statement to 

others. 79     

          Sabotage at its extreme is a form of violence. It has been 

described as misbehavior that includes a bit of revenge. The 

person resorting to sabotage is attempting to disrupt, de-

stroy, or dismiss the organization. 

   Three types of sabotage targets exist: people, equipment, 

and operations. 80  In sabotaging people, the objective is to de-

stroy the person’s career, progress, reputation, or work area. 

The sabotage of equipment or operations involves physically 

destroying something. 

    The use of  sabotage is usually the method of  choice of 

people who are bored and not challenged, believe that some-

thing in their work history was very unfair to them, or want 

to gain an advantage over a colleague. 

  sabotage  
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 EXHIBIT 8.4
 Where Do 

Cyberslackers Surf? 

            Area of Surfing     Amount of Time (%)      

   General news     29.1%    

   Investment     22.5    

   Pornography     9.7    

   Travel     8.2    

   Entertainment     6.6    

   Sports     6.1    

   Shopping     3.5    

   Other     14.3        

 SUGGESTIONS FOR BUILDING TRUST AND 

RESPECT  

  1.   Listen attentively to what an individual is 

saying about work conditions, your style, 

fairness of rewards, and needs.  

  2.   Work to help employees improve 

themselves and grow.  

  3.   Lead by being an exceptional role model in 

terms of integrity, ethical behavior, and 

civility.  

  4.   Display courtesy toward individuals at every 

level, status, and location.  

  5.   Never lose your temper.  

  6.   Never angrily reprimand, bully, or intimidate 

an employee privately or publicly.  

  7.   Emphasize employee strengths, not 

weaknesses.   

Management Pointer
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   There are no available centralized data collected on incidents of sabotage. Reports 

suggest an increase in computer-related sabotage. The list of successful sabotage now 

includes lost information, replacing equipment, and increases in health care costs. It is 

estimated that employee fraud and abuse cost $400 billion annually. 81    

 Theft 

    Theft    is defined as the unauthorized taking, consuming, or transfer of money or goods 

owned by the organization. This definition of theft should indicate that stealing is not lim-

ited to tangible property. Data, information, and intellectual property can and are stolen.    

      A few recent examples of theft in the workplace include: 82  A Maryland man recently 

stole 32 laptops from his nonprofit employer and tried to sell them on eBay. A chief fi-

nancial officer changed the numbers on a spreadsheet to give himself a larger bonus. A 

regional vice president used his corporate credit card for $4,000 worth of Victoria’s Se-

cret lingerie. Theft by employees in any size organization is a serious issue that managers 

need to address. Theft costs money, is a specific act, and should be dealt with as soon 

as it is discovered. According to the National Retail Security Survey (NRSS), annual 

loss for the retail industry was a staggering $40.5 billion in 2008. 83  It is estimated that 

U.S. employee theft costs the equivalent of 7 percent of organizational revenue 84  and at 

least 10 times more than all of the nation’s street crime annually. 85  

   The Association of Certified Fraud Examiners and other experts have identified a 

number of  trends and facts that managers should consider. 86   Exhibit 8.5  presents a 

few of these. The cost of theft points to the need for managers to intervene to attempt 

to control it through various programs. Electronic surveillance is increasingly used to 

stop or catch thieves. Organizations have also increased their use of honesty or integrity 

tests to point out theft-prone job candidates before hiring them. 

        The range of references to theft in both the law and research literature includes terms 

such as  misappropriation, stealing, petty larceny, grand theft,  and  embezzling . 87  In many 

cases the employees in question do not use these terms for describing their behavior. 

Circumstances may be ambiguous. For example, an employee may make a long-distance 

telephone call on company time, equipment, and credit card. What is the motivation? 

Should this behavior be punished? Perhaps it was an emergency call and because of 

circumstances had to be made at the time. This may be hard to refute or establish. 

   Why do employees steal anything from their employers? This is a difficult question 

to answer. Some believe that people steal simply because they have an opportunity to 

do so. This perspective offers the employer the course of action to eliminate opportu-

nities (e.g., implement inventory control systems, lock up merchandise, and install sur-

veillance cameras). The elimination of  all opportunities is problematic and likely 

impossible. The individuals who have the same opportunities as thieves and never steal 

are subjected to the same controls and surveillance. 88  Is this fair? Employees are different 
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 EXHIBIT 8.5
 Trends and Facts 

about Employee 

Theft 

                 Percentage 

Facts and Amount     

   The number of employees who steal are first-time offenders.     68.6%   

   Most employees that steal are men.     53.5%   

   As an employee’s education increases, the incidence of theft declines. 

Thieves with a high school education. 56.9%       

   Tips received from colleagues that led to the discovery of thieves.     26 tips   

   U.S. retailers lose billions annually from theft.     Over $40 billion   

   Estimate of number of employees that steal something (e.g., pencil,

paper) at least once.      75%       
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and should be treated fairly. Eliminating all opportunities for theft across the board 

may violate basic fairness. 

   Another perspective focuses on individual differences and developing, testing, and 

using profiling of  individuals who are “prone” to steal. Employee theft is assumed to 

be better controlled at the entry point or when a person is selected for employment. 89  

Although some promising research is being developed on integrity testing, the impact 

of  trying to control the entry of  individuals with a high propensity to steal is still 

debatable. 90    Additional suggestions for reducing negative behaviors such as theft are 

discussed in the Global OB on page 233.

 The STEAL Model 

 Greenberg and associates believe that the motives underlying theft misbehavior are 

complex. These researchers categorize the motives behind theft as being prosocial or 

helpful and antisocial or harmful. The STEAL acronym refers to four motives behind 

theft behavior—S(upport), T(hwart), E(ven the score), and A(pprova)L. 91   Exhibit 8.6  

presents these four motives and the intentions of the person. 

      S upport motive: A work group with deviant norms about theft can have a power-

ful influence on theft behavior. Through its behaviors the group can display what, 

when, and where to steal. The group establishes the plan, shows how to execute it, 

and rewards participating members. The colleagues participating in the thefts are 

considered members in good standing. 

   The art of stealing and participating displays an allegiance to the group. The thief, 

by being recognized as a good group member, has his or her stealing behavior rein-

forced. Stealing is supported by the group and consequently more stealing occurs. The 

thief, under this type of support, considers the stealing behavior as accepted and good.  

     T hwart motive: The thwart motive opposes group norms that regulate theft. The 

rationale is to harm the employer by striking out at members of one’s work group. 

It is an attempt to thwart the group’s attempt to control theft. 

   By challenging group norms, a person who steals is likely to create strong pressure. 

The pressure can involve isolation, being chastised, having work flow disrupted, or 

being rudely treated. The responses from the challenged group members may be 

sullen or severe.  

     E ven the score motive: An antisocial behavior is designed to inflict some form of 

harm on the organization. Evening the score is a way of attempting to harm an 

organization for something it has done (e.g., rejected a request, passed over for a 

promotion, reprimanded someone for not completing a job on time). Stealing is 

an attempt to bring about equity or balance in the mind of an aggrieved employee 

who acts to get even. 

 EXHIBIT 8.6
 The Four STEAL 

Motives 

              Person’s Intentions     Organization      Colleagues     

   Prosocial (Helpful)      A pprova L Support 

   Follows manager’s lead and   Follows work group norms 

 norms condoning theft       condoning theft   

   Antisocial (Harmful)      E ven the score  Thwart 

  Wants to harm the   Opposes work group norms 

 organization       regarding theft     

 Source: Adapted from J. Greenberg, “The STEAL Motive: Managing the Social Determinants of Employee Theft,” in  Antisocial 

Behavior in Organizations,  R.A. Giacalone and J. Greenberg, eds. (Thousand Oaks, CA: Sage Publications, 1997), pp. 85–108. 



233

   In field studies researching the “evening the score” motive, Greenberg found 

that, consistent with Adam’s equity motivation theory, theft rates were signifi-

cantly higher in organizations in which employees’ compensation was reduced 

than in comparison control groups. He also found that theft rates were low in 

organizations before compensation cuts and after regular rates of  pay were 

reestablished.  

     A pprova L  motive: Most managers work to prevent theft. However, in some cases, 

an unwritten code of conduct permits (approves) some theft. For example, some 

managers permit the theft as a part of the worker’s reward or may even participate 

in the stealing. 

   The impact of managerial approval can be significant. This efficient and conve-

nient “looking the other way” is less troublesome than funding more traditional 

reward packages.   

 Greenberg offers suggestions that focus on managerial action to weaken the four 

STEAL motives. 92  He recommends rotating group membership, communicating the 

personal costs of  theft, and treating employees equitably. The STEAL model pro-

vides a reasonable, but not complete, heuristic framework for helping managers cope 

with theft. There is no complete solution to employee theft. Recognizing the prob-

lem, attempting to understand the motives behind theft behavior, establishing a 

 culture of  trust and respect, and using fair, predictive selection tools to minimize the 

entry of  those candidates with poor integrity and high dishonesty tendencies are 

some of  the legal actions managers can take.  

 WHAT CAN ORGANIZATIONS DO TO PREVENT 

MISBEHAVIOR? 

 How can such misbehaviors as sexual harassment, violence, bul-

lying, incivility, theft, fraud, substance abuse, and cyberslacking 

be prevented in organizations in the United States and around 

the globe? There’s no “magic bullet” solution, but organizations 

can take steps to at least reduce the incidence of these counter-

productive behaviors:

     Step 1:  Lead by example . Top leaders and managers should 

set the example by behaving in a fair, ethical, and courteous 

manner.  

    Step 2:  Create an ethical climate . Ethical organizational 

 climates can reduce certain workplace behaviors like bully-

ing and increase positive outcomes such as organizational 

commitment.  

    Step 3:  Develop a companywide policy . A zero-tolerance 

 policy that prohibits violence, fraud, and so on needs to be 

communicated to all employees.  

    Step 4:  Train managers/employees . Training should focus 

on how to identify and report inappropriate workplace 

 behaviors.  

    Step 5:  Develop a crisis plan . To be prepared to react to cer-

tain misbehaviors, the organization needs to develop a plan 

that will allow rapid response and damage control.    

 In addition to these five steps above, managers and leaders can 

also prevent many misbehaviors by being nice to employees. This 

commonsense advice is based on the extensive research on or-

ganizational justice (see Chapter 5). Positive behaviors can be 

enhanced in organizations when their leaders and managers do 

the following: distribute rewards (e.g., pay raises and promotions) 

in a fair manner; use procedures to make decisions that are unbi-

ased and allow for corrections; are respectful and civil when in-

teracting with and communicating decisions to employees; and 

reduce bureaucracy and increase the level of resources that em-

ployees need to do their jobs well.  

 Sources: Adapted from Fusun Bulutlar and Ela Unler Oz, “The Effects of 

Ethical Climates on Bullying Behavior in the Workplace,”  Journal of Busi-

ness Ethics  86 (2009), pp. 273–95; Lynn Lieber, “Workplace Violence—

What Can Employers Do to Prevent It?”  Employment Relations Today  34, 

no. 3 (Fall 2007), pp. 91–100; and Wendi J. Everton, Jeffrey A. Jolton, and 

Paul M. Mastrangelo, “Be Nice and Fair or Else: Understanding Reasons 

for Employees’ Deviant Behaviors,”  Journal of Management Develop-

ment  26, no. 2 (2007), pp. 117–31. 

 G L O B A L  O B  
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       Privacy  

 Privacy in the workplace is an important issue facing managers and employees. The 

managerial perspective on privacy includes the right to do drug testing, electronic 

workplace searches, surveillance by tape recording or video, and monitoring off-duty 

conduct. 93  The emergence and growth of  the Internet have created the issue of  how 

technology at work can blur the lines between personal and professional behaviors. 

Surveys suggest that a majority of employers use some form of electronic monitoring 

and/or surveillance to track employee activity. 

   Privacy rights for public employees are found in the U.S. Constitution and are gen-

erally broader than the privacy rights of employees in the private sector. Privacy rights 

stem from different parts of  the Bill of  Rights. The First Amendment protects an 

employee’s freedom of  speech and association. The Fourth Amendment prohibits 

unreasonable searches and seizures. The Fifth Amendment ensures against self- 

incrimination, and the Fourteenth Amendment guarantees due process and equal pro-

tection. Various state constitutions also include a right to privacy. 

   Privacy violation through computer hacking is a worldwide problem.  

 E-Mail Privacy 

 Electronic mail is used widely in organizations. Groupware, instant messaging, and 

e-mail allow employees to share information in real time. 94  It has become a communi-

cation tool of choice. However, the proliferation of e-mail systems has brought about 

a number of  issues that can create management–employee tensions. Pillsbury, UPS, 

and Intel have reserved the right to routinely inspect e-mail messages of employees. 

   The Fourth Amendment of the Constitution protects written communications from 

unreasonable searches and seizures. E-mail has the same immediacy as a telephone 

conversation, yet it has the permanence of a written document since these messages can 

be saved. These qualities have led the courts to regard e-mail as not being entitled to the 

same Fourth Amendment protection as telephone calls and written documents. 

   The courts have reaffirmed that employers can read e-mails sent over their computer 

systems even if employees are uninformed of the policies. 95  Preventing misbehavior and 

unprofessional messages takes precedence over an employee’s privacy rights. 

   Despite its legality, some believe managerial review of e-mails is morally unaccept-

able. That is, management is misbehaving by snooping. Managers who indiscriminately 

inspect e-mails are violating the employee’s moral right to privacy. 

   Privacy is not an easy concept. It can be defined broadly as the right to be left alone 

and to have some solitude. A more focused view of workplace    privacy    is that it is a con-

dition that limits others’ access to an individual’s words, writings, opinions, and atti-

tudes. Without privacy a person has no psychological solitude to plan, dream, or think.    

      The Organizational Threshold 

 A controversial question is whether employees give up all civil liberties once they cross 

into the organization. Are there any workplace rights, and shouldn’t privacy be a top 

one? This question is more than a philosophical issue. There is a reciprocal aspect to 

privacy rights. The relationship between the employee and employer is reciprocal. 96  

An employer expects employees not to share proprietary secrets, yet unless the em-

ployer respects employee privacy the reciprocal relationship is broken or damaged. 

   Routine examination of employee e-mails damages confidentiality. The e-mail is no 

longer confidential since a third party (e.g., management) reads the message and knows 
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who is involved. Is it worth it to access e-mails if  confidentiality and the reciprocal 

relationship is damaged or broken? Some firms say yes and others no. Those in favor 

believe that proprietary secrets will not be given up if  employees know they may be 

monitored. Also, the use of e-mails for fraudulent purposes is reduced because of the 

fear of being caught. 97  

   Those who oppose contend that a strict e-mail privacy policy provides employees with 

a sense of autonomy, self-confidence, and empowerment. Many employees value these 

factors, and they show it with higher morale and more loyalty to the organization.   

 Testing Policy 

 Organizations can utilize testing (e.g., medical, drug, psychological, or lie detector) if  

the test is designed to predict a person’s ability to perform, is relatively noninvasive, 

and the results are private. 98  For example, the Americans with Disability Act (ADA) 

limits the use of medical testing. Employers can require a medical test only after a job 

offer is made. Also, the medical test results may not be passed on wholesale to the 

employer. Only the medical practitioner’s conclusion about the person’s ability to work 

without restrictions can be provided. Data on the medical test must be reviewed only 

by those with a “need to know.” 

   Once a person becomes employed, the employer can conduct a medical examina-

tion only to determine “fitness-to-perform.” Again only the examiner’s general con-

clusion is provided. 

   Testing of any form should be carefully weighed in terms of costs and benefits. The 

key rule of  thumb is that there be a strong work-related reason to require employees 

to be tested. If  the reason is not apparent and significant, then testing should not be 

conducted.  

 IS TONY A SAFE EMPLOYEE?
Tony is doing exceptionally well, but there is a risk that one 

of his seizures may hurt someone. Tony should be reassigned 

until the seizures are brought under control. Endangering 

others is not an option for managers. Firing or suspending 

Tony is not a choice for a fair-minded, sensitive manager 

either. Find a job that he can accomplish until the seizure 

activity is corrected or stopped. 

 Y O U  B E  T H E  J U D G E  C O M M E N T 

  •   Misbehavior in organizations is exhibited in many different forms. In general, the 

management of employee misbehavior (MEM) is the responsibility of managers in a 

formal sense. The groups to which misbehaving employees belong also have an 

informal role to play correcting or sanctioning misbehavior of colleagues.  

  •   The MEM has a cross-disciplinary theme. A number of theories, studies, and mod-

els are available to trace antecedents, mediators, outcomes, and costs of organiza-

tional misbehavior.  

  •   The intention to misbehave is proposed to mediate the relationship of antecedents 

and outcomes. These intentions are considered normative or instrumental.  

  •   Management has a number of  choices to intervene and correct or stop misbe-

havior. Included in the manager’s choice set are interventions at the hiring point 

        Summary of 
Key Points  
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(before entry), to impact normative or instrument behaviors, and to bring about 

deterrence.  

  •   The possible misbehaviors confronted by managers and nonmanagers range from 

cyberslacking to sexual harassment to violence. If  permitted to go unchecked, these 

misbehaviors result in lost productivity, higher costs, and lower morale.  

  •   The consequences of  misbehavior also include damaged, destroyed, or harmed 

equipment, information, and data. There can also be significant health costs.  

  •   There is no “one best way” remedy for misbehavior. Individual differences, different 

goals, varied organizational cultures, and managerial knowledge and skill are all 

important factors to consider in coping with and attempting to correct misbehavior.     

   1.   A scholar commented, “Workplace aggression is wasteful in terms of human and 

financial resources.” What is meant by this statement?  

   2.   What roles do frustration, stress, and emotional disturbances play in the increase 

in incivility in organizations?  

   3.   Some claim that white-collar crime is not as bad or harmful as nonmanagerial 

theft or sabotage of property. Do you agree? Why or why not?  

   4.   What types of things might an employee do when seeking revenge against an orga-

nization? Against a co-worker?  

   5.   There are three specific points or phases at which management has the opportu-

nity to head off  workplace violence. What are the points, and what actions can 

management take?  

   6.   Can a person be required to take medical tests to be considered for a new role or 

job? What restrictions, if  any, are placed on use of the test data?  

   7.   As a manager, why would you be interested in learning how to deal with misbe-

havior?  

   8.   Can Enron-type managerial misbehavior be stopped or eliminated? How?  

   9.   What legal protections does an employee have against the employer’s use of elec-

tronic surveillance?  

  10.   In the near future, will organizations have at their disposal tests that can precisely 

identify job candidates with a high propensity to misbehave? Explain.     

 Review and 

Discussion 

Questions  

    The U.S. Bureau of Labor Statistics’ Census of  Fatal 

Occupational Injuries reported that 11,613 work-

place homicides occurred in the United States 

between 1992 and 2006 and averaged about 800 per 

year. The on-the-job homicide toll amounts to more 

than 10 percent of  all fatal work injuries. There are 

many theories about why there is so much violence, 

but it is difficult to acquire an accurate and worth-

while prescription of how to stop the violence. 

   An example of  the difficulty faced by managers 

involves the case of  software tester Michael 

 McDermott, who killed seven people at a Wakefield, 

    Case 

Case 8.1:  Dealing with Violence at Work   
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Massachusetts, Internet consulting company, 

Edgewater Technology, Inc. He is now serving a 

sentence of  life without parole. 

   According to eyewitnesses, McDermott arrived 

at the Wakefield office of  Edgewater Technology 

armed with a semiautomatic assault rifle, a 12-gauge 

shotgun, and a pistol. By the time the police cap-

tured him in the reception area, seven employees lay 

dead from gunfire. 

   What could have caused McDermott to “go 

crazy,” as one witness described his behavior? What 

could have made him snap? Or did he snap? 

   The widespread belief  that gunmen, like 

 McDermott, erupt suddenly into an uncontrollable, 

murderous rage is deeply grounded in the popular 

vernacular often used to characterize these events: 

expressions like “going berserk,” “going ballistic,” or 

even “going postal” (a code word for workplace mas-

sacres coined after a string of post office shootings in 

the mid-1980s and early 1990s). The prevailing view is 

that mass killers are totally out of touch with reality 

(that is, psychotic) and select their victims randomly. 

   On the contrary, however, most workplace avengers 

do not just explode and start shooting spontaneously 

 Reality Check 

  Now how much do you know about managing misbehaving employees?   

   6.   Sabotage often targets equipment, operations, and .  

  a.   people  

  b.   files  

  c.   systems  

  d.   work products    

   7.   Research suggests that employees who are the target of uncivil behavior may react in each of 

the following ways except for .  

  a.   Lower levels of creativity  

  b.   Increased violence against the harasser  

  c.   Higher turnover  

  d.   Increased job dissatisfaction    

   8.   The opportunity to commit fraud in an organization is typically addressed through .  

  a.   polygraph testing  

  b.   internal controls  

  c.   workshops  

  d.   strict budgetary modeling    

   9.   Workplace bullies have been known to possess high levels of .  

  a.   self-confidence  

  b.   aggression  

  c.   sleep deprivation  

  d.   social problems    

  10.   Studies have found that managers spend about  percent of their time resolving 

workplace conflicts.  

  a.   2  

  b.   9  

  c.   13  

  d.   25      

 Reality Check Answers          

   Before     After   

1. b 2. c 3. b 4. a 5. c 6. a 7. b 8. b 9. b 10. c

    Number Correct   Number Correct      

       _________       _________      
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at anything that moves. Typically, these murderers act 

with calm deliberation, often planning their assault 

for days, if not weeks or months. Their preparations 

involve assembling the arsenal of weaponry as well as 

determining the most effective means of attack. 

   In his exit interview from Edgewater Technology, 

McDermott was assured that if  he ever wanted to 

return, a position would be made for him. It was clear 

that he was held in high regard by management and 

staff alike. A huge party was thrown to send him off. 

   In addition, workplace mass murderers tend to 

be quite selective in targeting their victims. Rather 

than an act of  sheer insanity, their homicide is an 

act of  controlled revenge. Victims are chosen spe-

cifically because of  the perceived harm that they 

have caused the perpetrator, who may himself  feel 

like a victim of injustice. 

   It may be difficult to consider many of the slain 

employees of  the Wakefield massacre to be in any 

way responsible for McDermott’s adversities, no 

matter how paranoid his perceptions may have been. 

But if  McDermott’s motive was to strike back at 

Edgewater Technology, then executing anyone em-

ployed there would have fulfilled his mission. 

   In many instances, profoundly disgruntled work-

ers imagine a wide-ranging network of  unfairness 

on the job implicating nearly everyone. In effect, 

they seek to kill the company to harm the organiza-

tion for not being fair, honest, and communicative. 

Innocent workers, although uninvolved with the 

killer’s grievance, may be targeted as proxies for the 

corporate enterprise. 

   While still employed at the firm, McDermott was 

upset that Edgewater Technology was about to gar-

nish his wages to pay back taxes he owed to the IRS. 

In his mind, conceivably, the company had gone 

from ally to enemy, joining hands with the federal 

government to ruin him financially. He apparently 

saw in mass murder his opportunity to make a pre-

emptive strike against the firm. 

   Typically, the workplace avenger is a middle-aged 

white male who feels his job and financial well-being 

are in jeopardy. Facing yet another disappointment 

or failure at work, he senses that his career is slip-

ping away. He also believes that he is not to blame 

for his employment troubles. Rather, it’s the man-

ager who gave him poor assignments or doesn’t ap-

preciate his hard work; it’s his co-workers who get 

all the credit when profits go up; it’s the human 

resources staff  that is out to get him. 

   In support of  his conspiratorial thinking, the 

workplace avenger before his deadly rampage typi-

cally suffers a catastrophic event, which, in his mind, 

represents the final straw. 

   For McDermott, the triggering episode may have 

involved the scheduled reduction in his take-home 

check for payment of back taxes as well as the news 

that his automobile was about to be repossessed. 

His financial woes had apparently grown too large 

for him to tolerate. 

   Reports from neighbors describe McDermott as 

a loner. Most mass killers are indeed isolated, 

socially and psychologically. Importantly, they lack 

the companionship of friends and family who might 

help ease them through the hard times and place 

employment troubles in perspective. Holidays like 

Christmas can sometimes intensify feelings of lone-

liness, especially for those individuals who lack sup-

port systems the rest of the year. 

   Unfortunately, the grieving families of the Edge-

water Technology victims share a tragedy that too 

many others have suffered. For every incident of 

workplace homicide, thousands of  workers are as-

saulted or threatened by an associate. When middle-

aged workers face downsizing or major changes that 

disrupt their security, confidence, and routine, there 

is an increased probability that violence will be con-

sidered as a means to correct the wrong, the pain, 

and the perceived unfairness. 

   In response to rising levels of workplace violence, 

a wide range of  books, seminars, and consultants 

have surfaced to help companies cope with the fear-

ful threat of  violence on the job. Some specialists 

focus on security concerns, others on promoting 

effective employee screening techniques or channels 

of  communication to alert management to trouble-

some workers. 

   The term  profiling  has become a catchword for 

those who would search for telltale clues for identify-

ing potential murderers before they strike. If there is 

indeed a profile of typical workplace avengers, can we 

spot them before they take matters and guns into their 

own hands? Regrettably, such prediction strategies are 

not very effective. There are likely tens of thousands 

of disgruntled employees in workplaces large and 

small who are frustrated, never smile, and live alone, 

yet very few will ever translate their inner feelings of 

anger into outward expressions of violence. 

   Yet in the aftermath of a mass killing, everyone 

becomes a psychologist when it comes to identifying 
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murderous behavior. With the benefit of hindsight, 

neighbors and co-workers suddenly find all of  the 

warning signs that they ignored beforehand—when 

they might have used such information possibly to 

prevent a massacre. As one of  McDermott’s co-

workers suggested upon hearing about the shooting 

in Wakefield: “I knew right away it was McDermott.” 

Of course, just like everybody else, the co-worker 

“knew” only after the tragic act had occurred. 

   Moreover, if  management is too proactive and 

aggressive in trying to spot the so-called “ticking 

time bomb,” they may do much more harm than 

good. If  this employee perceives that he is being sin-

gled out in a negative way—even if  it is to coerce 

him into counseling—his resentment and feelings of 

persecution can actually intensify. Although manag-

ers may not be able to predict the next Michael 

  McDermott,   they can strive to enhance the work-

place climate for everyone. 

   If  human assets are the major element in an orga-

nization’s life, managers need to manage employee 

misbehavior promptly and in a calm, professional 

manner. Did McDermott display the “ticking time 

bomb” signs that co-workers identified? Retrospec-

tively analyzing what occurred and what managers 

did or didn’t do may have to become a top priority 

until worker rage, revenge, and violence are better 

understood and coped with as a part of  manage-

ment’s responsibility.  

 Questions  

  1.   Should managers be held accountable and liable 

for workplace violence such as what occurred at 

Edgewater Technology? Why or why not?  

  2.   Why is it so difficult to develop a precise “profil-

ing” strategy and approach to pinpoint violent 

employees like Michael McDermott before they 

commit such tragic, violent acts?  

  3.   What should managers do if  they suspect an 

employee has the potential to become violent?      

  Sources:  James A. Fox,  The Will to Kill: Making Sense of Senseless 

Murder  (Boston, MA: Allyn and Bacon, 2001); Jeff R. Hearn and 

Wendy Parkin,  Gender, Sexuality, and Violence in Organizations: The 

Unspoken Forces of Organization Violations  (Thousand Oaks, CA: 

Sage Publications, 2002); and  www.cdc.gov/niosh/topics/violence/  

(accessed July 16, 2009).                
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 Managing 
Individual Stress   
 Learning Objectives 

 After completing Chapter 9, you should be able to: 

  •   Define  what is meant by the term  stress . 

  •   Describe  the components of the organiza-

tional stress model. 

  •   Explain  the differences in a problem-

f ocused versus an emotion-focused strategy 

for coping with stress. 

  •   Discuss  how body systems are affected by 

stress. 

  •   Identify  some variables that moderate the 

stress process. 

  •   Describe  several different organizational 

and individual approaches to stress preven-

tion and management.    

 The experience of work and life stress is certainly not new. Our cave-dwelling ances-

tors faced stress every time they left their caves and encountered their enemy, the 

 saber-toothed tigers. 1  The tigers of yesteryear are gone, but they have been replaced by 

other predators—work overload, a nagging boss, computer problems, deadlines, 

downsizing, mergers, poorly designed jobs, marital disharmony, financial crises, 

 accelerating rates of change. These work and nonwork predators create stress for indi-

viduals on and off  the job. 

 Most economists and experts agree that in 2007 the world entered the worst eco-

nomic recession since the Great Depression. 2  In the United States, the housing market 

collapsed and home foreclosures reached record levels, the banking system experi-

enced tumultuous change and contraction, and companies laid off  workers in the 

thousands. 3  For example, General Motors, Coca-Cola, Merck, and Chrysler all an-

nounced layoffs. The size of  the layoffs worried many people. Xerox announced it 

would cut 5 percent or 3,000 employees from its workforce, Hewlett-Packard said it 

would release 7.5 percent or 24,600 of its employees, and Dell let go of 10 percent or 

8,900 members of its worldwide workforce. 4  The federal government responded to the 

banking and financial crisis with a $787 billion stimulus package, a restructuring plan 

for the financial system, a housing recovery initiative, and an expansion of the role of 

the Federal Reserve. 5  Even with this attempt to stabilize the economy, there was still a 

great deal of uncertainty on the part of businesses, consumers, homeowners, and em-

ployees as to when things would turn around. Such economic uncertainty, combined 

with the real threat of losing one’s job or home, left a lot of people feeling stressed and 

anxious. The saber-toothed tigers of  yesterday have been replaced by new financial 

and job uncertainties, stress, and pressures. 

 This chapter focuses primarily on the individual at work in organizations and on 

the stress created in this setting. Much of  the stress experienced by people in our 
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 industrialized society originates in organizations; the stress that originates elsewhere 

often interacts with and affects our behavior and performance in these same organiza-

tions. One of the complicating issues in understanding stress is that it has been defined 

in many ways. We begin this chapter with our definition of stress.  

 What Is Stress?  

 Stress means different things to different people. From a layperson’s perspective, stress 

can be described as feeling tense, anxious, or worried. Scientifically, these feelings are 

all manifestations of  the stress experience, a complex programmed response to per-

ceived threat that can have both positive and negative results. The term  stress  itself  has 

been defined in hundreds of ways in the literature. Virtually all of the definitions can 

be placed into one of two categories, however; stress can be defined as either a  stimu-

lus  or a  response.  

   A stimulus definition of  stress is some event or characteristic of  something that 

results in a disruptive consequence. It is, in that respect, an engineering definition of 

stress, borrowed from the physical sciences. In physics, stress refers to the external 

force applied to an object, for example, a bridge girder. The response is “strain,” which 

is the impact the force has on the girder. 

   In a response definition, stress is seen partially as a response to some stimulus, 

called a stressor. A  stressor  is a potentially harmful or threatening external event or 

situation. Stress is more than simply a response to a stressor, however. In the 

Reality Check

How much do you know about managing stress?

1. Stress of a short duration is often referred to as .

a. random

b. prolonged

c. acute

d. hassle-free

2. A pioneer researcher who introduced the hardiness factor is .

a. Rosenman

b. Selye

c. Kobasa

d. Richards

3. True or false: Karoshi is what the Japanese refer to as working oneself to death.

a. True

b. False

4. Emotional exhaustion is a major concept in discussing .

a. Type A behavior

b. burnout

c. depersonalization

d. eustress

5. True or false: There are four different ways to categorize person–environment fit.

a. True

b. False
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 response definition, stress is the consequence of  the  interaction between  an environ-

mental stimulus (a stressor) and the individual’s response. That is, stress is the result 

of  a unique interaction between stimulus conditions in the environment and the in-

dividual’s predisposition to respond in a particular way. Using a response definition, 

we will define    stress    as an adaptive response, moderated by individual differences, 

that is a consequence of  any action, situation, or event that places special demands 

on a person. 

   We thus think it is useful to view stress as the response of a person to certain stimu-

lus conditions (actions, situations, events) or    stressors   . This allows us to focus atten-

tion on aspects of the organizational environment that are potential stress producers. 

Whether stress is actually felt or experienced by a particular individual will depend on 

that person’s unique characteristics. Furthermore, note that this definition emphasizes 

that stress is an adaptive response. 

   Stress is the result of  dealing with something (e.g., a person, an event, a problem) 

placing special demands on us.  Special  here means unusual, physically or psychologi-

cally threatening, or outside our usual set of experiences. Starting a new job assignment, 

changing bosses, having a flat tire, missing a plane, making a mistake at work, having 

a performance evaluation meeting with the boss—all of  these actions, situations, or 

events may place special demands on us. In that sense, they are potential stressors. We 

say  potential  because not all stressors will always place the same demands on people. 

For example, having a performance appraisal meeting with the boss may be extremely 

stressful for Lynn and not the least stressful for her co-worker, Sabrina. Such a meet-

ing makes special demands of Lynn; for Sabrina it does not. For Lynn the meeting is 

a stressor; for Sabrina it is not. 6  

   For an action, situation, or event to result in stress, it must be perceived by the 

individual to be a source of threat, challenge, or harm. If  there are no perceived 

consequences—good or bad—there is no potential for stress. Three key factors determine 

whether an experience is likely to result in stress: importance, uncertainty, and duration. 

    Importance  relates to how significant the event is to the individual. For example, 

suppose you are facing a job layoff. The more significant that layoff  is to you, the 

more likely you are to find it stressful. If  you expect the layoff  to be followed by a 

      stress  

 An adaptive response, 

moderated by individ-

ual differences, that is 

a consequence of any 

action, situation, or 

event that places 

 special demands on 

a person.     

      stressor  

 An external event or 

situation that is 

potentially harmful to 

a person.     

IS THE ORGANIZATION RESPONSIBLE FOR AN 

EMPLOYEE’S STRESS?

The text refers to stress as an adaptive response to a situa-

tion that places special demands on a person. If those spe-

cial demands are related to an employee’s job, should the 

employer be responsible? One employee thought so. Here’s 

what happened.

James Carter was an automobile assembly-line worker 

employed by General Motors Corporation. At work he was 

having a difficult time keeping up with the speed of the pro-

duction line. The line moved past his workstation faster than 

he was sometimes able to perform the operations for which he 

was responsible. Making the situation even more stressful for 

James was the fact that his manager frequently criticized him 

for his failure to keep up with line speed. Eventually the stress 

became more than he could cope with and he suffered a psy-

chological breakdown. He wanted to be compensated for his 

“mental injury” and receive worker’s disability payments. GM 

argued that it wasn’t the job that caused the problem; thou-

sands of workers perform essentially the same job in assem-

bly plants without problems. It was Carter’s reaction to the job, 

the company said, and thus GM was not responsible.

Was Carter’s stress an injury? Was GM liable? You be 

the judge!

Y O U  B E  T H E  J U D G E
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period of  prolonged unemployment, you will probably view it as a more important 

event than if  immediate reemployment is assured. 

    Uncertainty  refers to a lack of  clarity about what will happen. Rumors of  an im-

pending layoff  may be more stressful to some people than knowing for certain they 

will be laid off. At least in the latter case, they can make plans for dealing with the 

situation. Frequently,  not  knowing places more demands on people than does know-

ing, even if  the known result is perceived as negative. 

   Finally,  duration  is a significant factor. Generally, the longer special demands are 

placed on us, the more stressful they are. Being given a distasteful job assignment 

that lasts only a day or two may be mildly upsetting, while the same assignment last-

ing for six months could be excruciating. Most people can endure short periods of 

strenuous physical activity without tiring; prolong the duration, however, and even 

the fittest among us will become exhausted. The same holds true for stress and stres-

sors. Stress of  short duration is sometimes referred to as  acute stress.  It may last a 

few seconds, a few hours, even a few days. Long-duration stress, on the other hand, 

is sometimes referred to as  chronic stress . Chronic stress may last for months and 

years. It is the ongoing tension experienced by the people of  the Middle East or the 

turmoil that ethnic rivalries have brought to the people of  Chechnya and Russia. It 

is the unrelenting pressure of  a job one finds unsatisfying, the constant demands 

made by an unreasonable boss, or the never-ending struggle to advance in one’s cho-

sen career.    

 Stress Model  

 For most employed people, work and work-related activities and preparation time 

represent much more than a 40-hour-a-week commitment. Work is a major part of 

our lives, and work and nonwork activities are highly interdependent. The distinction 

between stress at work and stress at home has always been an artificial one. With the 

explosive increase of  dual-career couples in the latter part of  the 20th century, even 

this artificial distinction has become blurred. Our primary concern here, however, is 

with direct work-related stressors. 

   The model shown in  Exhibit 9.1  is designed to help illustrate the link among orga-

nizational stressors, stress, and outcomes. Recall from our earlier definition that stress 

is a response to an action, situation, or event that places special demands on an indi-

vidual. These occurrences are represented in Exhibit 9.1 as  stressors,  divided into four 

main categories: individual, group, organizational, and nonwork or extraorganiza-

tional. The first three stressor categories are work-related. 

   The experience of work-related and extraorganizational stress produces outcomes: 

behavioral, cognitive, and physiological. The model in Exhibit 9.1 suggests that the 

relationship between stress and outcomes (individual and organizational) is not neces-

sarily direct; similarly neither is the relationship between the stressors and stress. These 

relationships may all be influenced by stress moderators. Individual differences such 

as age, social support mechanisms, and personality are potential moderators. A  mod-

erator  is a valuable attribute that affects the nature of a relationship. While numerous 

moderators are extremely important, we focus our attention on three representative 

ones: personality, Type A behavior, and social support. 

   The stress model provides managers with a framework for thinking about stress in 

the workplace. Consequently, it suggests that interventions may be needed and can be 

effective in improving negative stress consequences. Stress prevention and management 
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can be initiated by individuals or the organization. The intention of most preventive 

programs is to reduce the occurrence, intensity, and negative impact of  stress. The 

management of  stress attempts to eliminate or minimize negative consequences of 

stress. Prevention and the management of  stress are challenging, however, as will be 

illustrated later in this chapter.    

EXHIBIT 9.1 A Model of Stressors, Stress, and Outcomes

• Increased blood
 pressure
• Immune system
• High cholesterol
• Coronary heart
 disease
• Gastrointestinal
   system

Individual Level

Stressors

• Role conflict
• Role overload
• Role ambiguity
• Responsibility
 for people
• Harassment
• Pace of change

Group Level

• Managerial behavior
• Lack of cohesiveness
• Intragroup conflict
• Status incongruence

Organizational Level

• Culture
• Technology
• Management styles
• Organizational design
• Politics
• Culture

Nonwork

• Elder and child care
• Economy
• Lack of mobility
• Volunteer work
• Quality of life

Behavioral

Outcomes

• Satisfaction
• Performance
• Absenteeism
• Turnover
• Accidents
• Substance abuse
• Health care claims

Cognitive

• Poor decision making
• Lack of concentration
• Forgetfulness
• Frustration
• Apathy

Physiological

Moderators
Individual Differences

• Heredity, age, sex, diet,
 social support, Type A
   personality traits

Cognitive
Appraisal

Stress

Problem-
focused
coping
Emotion-
focused
coping
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 Work Stressors: Individual, Group, and Organizational  

 As we have said, stressors are those actions, situations, or events that place special 

demands on a person. Since, in the right circumstances, virtually any occurrence can 

place special demands on a person, the list of potential stressors is almost infinite. We 

will limit our examination to a small number of stressors that are relatively common 

in each of our model’s three work-specific categories. 

  Individual Stressors 

 Stressors at the individual level have been studied more than any other category pre-

sented in Exhibit 9.1 Role conflict is perhaps the most widely examined individual 

stressor. 7     Role conflict    is present whenever compliance by an individual to one set of 

expectations about the job conflicts with compliance to another set of  expectations. 

Facets of  role conflict include being torn by conflicting demands from a supervisor 

about the job and being pressured to get along with people with whom you are not 

compatible. Regardless of whether role conflict results from organizational policies or 

from other persons, it can be a significant stressor for some individuals. A recent anal-

ysis of  137 research studies that gathered information from 35,265 employees found 

that role conflict has a negative effect on employee performance. 8  Role conflict also 

leads to other problems for employees and organizations. A study at Goddard Space 

Flight Center determined that about 67 percent of employees reported some degree of 

role conflict. The study further found that Goddard employ-

ees who experienced more role conflict also experienced 

lower job satisfaction and higher job-related tension. 9  The 

researchers also found that the greater the power or author-

ity of the people sending the conflicting messages, the greater 

was the job dissatisfaction produced by role conflict. 

   An increasingly prevalent type of  role conflict occurs 

when work and nonwork roles interfere with one another. 

The most common nonwork roles involved in this form of 

conflict are those of  spouse and parent. Balancing the de-

mands of work and family roles is a significant daily task for 

a growing number of  employed adults. 10  Pressure to work 

late, to take work home, to leave work early to care for a sick 

child, to spend more time traveling, and to frequently relo-

cate in order to advance are a few examples of  potential 

sources of role conflict between work and family.  

    Virtually everyone has experienced work overload, an-

other common individual stressor, and the incidence rate is 

increasing. 11  Overload may be of  two types: qualitative or 

quantitative. Qualitative overload occurs when people feel 

they lack the ability needed to complete their jobs or that 

performance standards have been set too high. Quantitative 

overload results from having too many things to do or insuf-

ficient time to complete a job. As organizations attempt to 

increase productivity, while decreasing workforce size, quan-

titative overload increases (and so does stress). 12  The New 

York law firm Cleary, Gottlieb, Steen, and Hamilton was 

sued by the father of an associate at the firm. The associate, 

      role conflict  
 Arises when a person 

receives incompatible 

messages regarding 

appropriate role 

behavior.     

RECOGNIZING THE WARNING SIGNS OF 

STRESS IN EMPLOYEES

As a manager you should be alert to warning signs 

of stress in your subordinates. One indicator is 

change in behavior. Some of the more common 

changes include:

1. A normally punctual employee develops a 

pattern of tardiness (or a pattern of 

absences in a usually reliable worker).

2. A normally gregarious employee becomes 

withdrawn (or, less typically, a loner 

suddenly becomes a social butterfly).

3. An employee whose work is normally neat 

and demonstrates attention to detail submits 

messy, incomplete, or sloppy work.

4. A good decision maker suddenly starts 

making bad decisions (or seems to be 

unable to make decisions).

5. An easygoing employee who gets along well 

with others becomes irritable and 

discourteous.

6. A normally well-groomed employee neglects 

his or her appearance.

Management Pointer
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unable to cope with workload, committed suicide by jumping off the roof of the firm’s 

building. 13  

   From a health standpoint, numerous studies have established that quantitative 

overload can cause biochemical changes, specifically, elevations in blood cholesterol 

levels. One study examined the relationship of overload, underload, and stress among 

1,540 executives. Those executives on the low and high ends of  the stress ranges re-

ported more significant medical problems. This study suggests that the relationships 

among stressors, stress, and disease may be curvilinear. That is, those who are under-

loaded and those who are overloaded represent two ends of a continuum, each with a 

significantly elevated number of  medical problems. 14  The underload–overload con-

tinuum is presented in  Exhibit 9.2 . The optimal stress level provides the best balance 

of challenge, responsibility, and reward. The potential negative effects of overload can 

be increased when overload is coupled with low ability to control the work demand. 15  

Research suggests that when individuals experience high work demands with little or 

no control over these demands, the physiological changes that occur persist even after 

the individual has left work. 16  

   Perhaps the most pervasive individual stressor of  all is the unrelenting pace of 

change that is part of life today. At no other point in the history of industrialized so-

ciety have we experienced such rapid change in the world around us. The last third of 

the 20th century included the advent of  such wonders as communications satellites, 

moon landings, organ transplants, laser technology, nuclear power plants, interconti-

nental ballistic missiles, supersonic transportation, artificial hearts, and many other 

space-age developments. The pace of  change within organizations has been no less 

remarkable at the start of the 21st century with two economic recessions, a global fi-

nancial crisis, a major terrorist attack on U.S. soil, technological advances, and Internet-

based phenomena like the explosion of social networking sites. 

   Many people who experience a great deal of  change at work or in life show abso-

lutely no negative effects or health problems. For some reason, these people can with-

stand the negative consequences of large doses of change that others cannot. Why this 

is so is an intriguing question. One organizational researcher, Suzanne Kobasa, has 

• Boredom
• Decrease in motivation
• Absenteeism
• Apathy

• High motivation
• High energy
• Sharp perception
• Calmness

• Insomnia
• Irritability
• Increased errors
• Indecisiveness

Underload Optimal
Performance

Overload

Optimal
Stress

Low
Performance

Low
Performance

EXHIBIT 9.2

The Underload–

Overload Continuum
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proposed that individuals who experience high rates of change without consequently 

suffering health problems might differ in terms of  personality from those who are 

negatively affected. She refers to the personality characteristic in question as 

   hardiness   . 17  People with the hardiness personality trait seem to possess three impor-

tant characteristics. First, they believe that they can control the events they encounter. 

Second, they are extremely committed to the activities in their lives. Third, they treat 

change in their lives as a challenge. In a longitudinal study to test the three-characteristic 

theory of hardiness, managers were studied over a two-year period. It was found that 

the more managers possessed hardiness characteristics, the smaller the impact of life 

changes on their personal health. Hardiness appeared to offset, or buffer, the negative 

impact of change. 

   It is proposed that hardiness is a factor that reduces stress by changing the way 

stressors are perceived. The hardy person is able to work through and around stres-

sors, while the less hardy person becomes overwhelmed and unable to cope. The hardy 

respond by coping, attempting to control, and taking on the stressors as a challenge. 18  

This type of response typically results in better behavioral, cognitive, and physiologi-

cal consequences. 19  

   Individual stressors abound. Not only can they cause stress but a number of other 

negative consequences as well. As we will see later in the chapter, stress consequences 

can affect not only health but a variety of job performance variables as well.   

 Group, Organizational, and Nonwork Stressors 

 The list of  potential group and organizational stressors is a long one. In the next 

chapter, a number of  group characteristics are discussed, including group norms, 

leadership, and the status hierarchy. Each of  these can be a stressor for some group 

members, as can the different types of  group conflict discussed in Chapter 10. One 

problem in discussing group and organizational stressors is identifying which are the 

most important. The paragraphs that follow briefly highlight the more significant 

stressors.  

 Participation 

 Participation refers to the extent that a person’s knowledge, opinions, and ideas are 

included in the decision-making process. It is an important part of working in organi-

zations for some people. Groups and organizations that do not encourage or allow 

participation will be a source of frustration to those who value it. Likewise, others will 

be frustrated by the delays often associated with participative decision making. Others 

may view shared decision making as a threat to the traditional right of a manager to 

have the final say. Participation will act as a stressor for these people.   

 Intra- and Intergroup Relationships 

 Poor relationships within and between groups can be a source of  stress. Poor rela-

tionships may include low trust, lack of  cohesion, low supportiveness, and lack of 

interest in listening to and dealing with the problems that confront a group or group 

member.   

 Organizational Politics 

 High levels of  political behavior in organizations can be a source of  stress for many 

employees. Office politics are consistently cited as a primary stressor in organizations. 

        hardiness  
 A personality trait that 

appears to buffer an 

individual’s response 

to stress. The hardy 

person assumes that he 

or she is in control, is 

highly committed to 

lively activities, and 

treats change as a 

challenge.     
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Political activity, game playing, and power struggles can create friction, heighten dys-

functional competition between individuals and groups, and increase stress.   

 Organizational Culture 

 Like individuals, organizations have distinct personalities. The personality of an orga-

nization is shaped largely by its top executives. A tyrannical and autocratic executive 

team can create a culture filled with fear. Ernest Gallo is credited with being the stress 

producer at Gallo Winery because of  the culture he has established with his hard-

driving style, unrelenting insistence on superior performance, and low tolerance for 

failure. 20    

 Lack of Performance Feedback 

 Most people want to know how they are doing and how management views their 

work. All too often, however, meaningful performance evaluation information is lack-

ing, or the information is provided in a highly authoritarian or critical manner. Perfor-

mance feedback information must be provided, and to minimize stress, it must occur 

in an open, two-way communication system.   

 Inadequate Career Development Opportunities 

 Career development opportunity stressors are those aspects of  the organizational 

environment that influence a person’s perception of  the quality of  his or her career 

progress. Career variables may serve as stressors when they become sources of  con-

cern, anxiety, or frustration. This can happen if  an employee is concerned about 

real or imagined obsolescence, believes that promotion progress is inadequate, or is 

generally dissatisfied with the match between career aspirations and the current 

position.   

 Downsizing 

 Downsizing is the reduction of  human resources by layoffs, attrition, redeployment, 

or early retirement. 21  As some organizations strive to cut costs, increasing numbers 

of  employees are either downsized or fear being downsized. In either case, it is a 

potent stressor that can have negative effects for both individuals and organizations. 

Studies have shown, for example, that disability claims increase dramatically in com-

panies that have recently downsized. 22  This increase comes both from employees 

who have been dismissed and from those who remain. That is probably why many 

companies have followed the lead of  ReliaStar Bankers Security Life Insurance Co., 

which established a program to help employees cope with the stress of  reorganiza-

tion and layoffs.  

    Nonwork Stressors 

 Stress is also caused by factors outside the organization. Although the emphasis in 

this chapter is on work, nonwork stressors should not be ignored because they affect 

work. Raising children, caring for elders, volunteering in the community, taking col-

lege courses, and balancing family and work life are stressful for numerous people. 

The stress produced outside work is likely to impact a person’s work behavior and 

performance. The distinction between work and nonwork is blurred, and overlapping 

stressors are significant in any discussion or analysis of stress. 

 The Global OB on page 250 illustrates nonwork stress referred to as work–life 

balance that management commuters face around the world.    
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 Cognitive Appraisal 

 As presented earlier in the model of stress in Exhibit 9.1, individuals using their own 

view of the situation conduct a perceptual evaluation. This is their interpretation of 

the situation or stressors. This perceptual process explains why one person’s interpre-

tation of stressors may be different from another person’s. 

   The appraisal process occurs in two steps: primary and secondary. 23  A primary ap-

praisal leads to categorizing a stressor as positive, negative, or meaningless. For ex-

ample, a manager of  a large retail store observes a 20 percent reduction in sales in 

November leading up to the holiday season. This is not good news given that many 

retailers earn the lion’s share of  their sales and profits during the holidays. The sec-

ondary appraisal involves a determination of  whether something can be done to 

 reduce the stress. 24  That is, is there some way I can fix the problem? The manager can’t 

change consumer confidence but can certainly decrease hiring, control wasteful 

spending, increase advertising, and run storewide sales.   

 Coping with Stress 

 Through the primary and secondary appraisal, a coping approach is decided upon 

and applied. The two types of  coping are: problem-focused and emotion-focused. 

   Problem-focused coping    is the actions taken to deal directly with the source of  the 

stress. For example, workers facing a disrespectful manager may deal with his harass-

ing style by being absent from work. This absenteeism enables the workers to be 

 removed, some of the time, from the disrespectful manager. 

  problem-focused 

coping  
 The actions taken by 

an individual to cope 

with a stressful person, 

situation, or event. 

A STRESS BALANCING ACT: HOPPING FROM THE 

HOME TO THE JOB AGAIN
The pressure of globalization and the changing nature of the work 

is forcing more and more managers from Europe, Asia, and North 

America to take a close look at their expectations about employee 

performance. As jobs around the world are becoming more stress-

ful, complex, and challenging, a renewal or regeneration time be-

comes an issue for managers to consider. Even the travel part of 

global jobs has to be carefully evaluated in terms of stress.

Gone are the days when a manager assigned or transferred to 

work in another country (e.g., expatriate manager) has the family 

automatically packed up and shipped out. With many significant 

others and spouses now having their own careers and the impor-

tance of schooling for children, an overseas transfer introduces a 

form of stress trying to balance family life and work.

In Europe, the “eurocommuter” has emerged. That is, the 

transferred manager may be from Madrid, Spain, and is assigned 

for a period to Warsaw, Poland. To minimize stress, the eurocom-

muter travels on Monday morning to the job location, the family 

stays at the permanent residence, and the manager returns home 

for the weekend.

The stress of relocation is assumed by eurocommuters to be 

more significant than the stress of travel and being away from 

the family during the week. Not having to relocate means less 

disruption for the family. However, this does not eliminate the 

stress. Some experienced eurocommuters contend that about 

12 months is the maximum time a manager should be expected 

to commute back and forth.

Whether this is a viable arrangement in other global locations 

such as Africa, Asia, Latin America, or North America is not 

known as yet.

The “eurocommuting” arrangement could be a positive ap-

proach for a short assignment. Individual managers have to 

decide for themselves whether it is best for them, their families, 

and their companies. Clearly, having managers who are willing 

to lead this type of lifestyle and travel back and forth can be 

beneficial to organizations. The stress of back and forth, being 

away from the family, and performing well on the job has to be 

compared to the stress of uprooting the family and relocating. 

There are no simple answers, but the “eurocommuter” ap-

proach is one choice that some managers and companies are 

considering.

Sources: Adapted from L. Dixon and M. Sim, “Short-Term Assignments 

Growing in Popularity,” Canadian HR Reporter 21, no. 5 (March 2008), 

p. 17; “Have Job Will Travel—The Life of the Eurocommuter,” MWorld 

(Europe), December 2002, pp. 1–3; “Balancing Act—All Work and No 

Play Makes Jack and Jill Look Elsewhere,” MWorld (Europe), December 

2003, pp. 8–10; see http://mworld.mce.be.

G L O B A L  O B
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              Emotion-focused coping    is the steps a person takes to address or alleviate stressful 

feelings and emotions. For example, employees who travel frequently as part of  the 

job may alleviate their stressful feelings and emotions by exercising regularly or by 

reading light, nonwork-oriented fiction or poetry. If  these coping activities are suc-

cessful, the frequent travelers’ feelings and emotions are kept in check. 

   Research illustrates that individuals use both kinds of  coping approaches to deal 

with stressors. Some of the more popular problem-focused coping strategies include 

time management, working with a mentor, and training to improve competencies. A 

few of the more popular emotion-focused coping strategies include meditation, bio-

feedback, exercise, joining a work support group, and personal days off.     

 Stress Outcomes  

 The effects of  stress are many and varied. Some effects are positive, such as self- 

motivation and stimulation to satisfy individual goals and objectives. Some stress 

 consequences are disruptive, counterproductive, and even potentially dangerous. 

 Additionally, as was suggested earlier (see again Exhibit 9.2), there are consequences 

associated with  too little  stress as well as too much. Not all individuals will experi-

ence the same outcomes. Research suggests, for example, that one of  many factors 

influencing stress outcomes is type of  employment. In one study, conducted at the 

Institute for Social Research at the University of  Michigan, a sample of  2,010 em-

ployees was  chosen from 23 occupations to examine the relationship between stress 

and stress  consequences. The occupations were combined into four specific groups—

blue-collar workers (skilled and unskilled) and white-collar workers (professional 

and nonprofessional). 

   Blue-collar workers reported the highest subjective effects, including job dissatisfac-

tion; white-collar workers, the lowest. The unskilled workers reported the most bore-

dom and apathy with their job conditions. They specifically identified a number of 

major stressors that created their psychological state: underutilization of skills and 

abilities, poor fit of the job with respect to desired amounts of responsibility, lack of 

participation, and ambiguity about the future. Skilled blue-collar workers shared some 

of these stressors and consequences with their unskilled counterparts, but not all; they 

reported above-average utilization of their skills and abilities but less responsibility and 

more ambiguity. White-collar professionals reported the fewest negative consequences. 

In all groups, however, there were indications that job performance was affected. 25  

   In examining stress outcomes, the distinction in our model between organizational 

and individual outcomes is somewhat arbitrary. For example, a decrement in job per-

formance due to stress is clearly an individual outcome; it is the individual’s perfor-

mance that is being affected. Just as clearly, however, the organization experiences 

important consequences from stress-related performance decrements.  

   Individual Outcomes 

 The emergence or evolution of stress outcomes takes time to identify or pinpoint. For 

example, a promoted employee develops an uncharacteristic pattern of  Friday and 

Monday absences. A salesperson begins to lose repeat business; nonrenewing custom-

ers complain that he has become inattentive and curt in his dealings with them. A 

formerly conscientious nurse forgets to administer medications, with potentially seri-

ous patient consequences. An assembly worker experiences a significant increase in the 

percentage of her production rejected by the quality-control unit. A software designer 

  emotion-focused 

coping  
 The actions taken by 

a person to alleviate 

stressful emotions. 

The actions center on 

avoidance or escape 

from a person, prob-

lem, or event. 
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displays sudden, apparently unprovoked outbursts of anger. Each of these individuals 

is experiencing the effects and consequences of excessive stress. 

   Stress can produce  psychological consequences —anxiety, frustration, apathy, low-

ered self-esteem, aggression, and depression. With respect to depression, a compre-

hensive survey of American workers concluded that a third of them experienced job 

stress–related depression. 26  Nor are such consequences restricted to American work-

ers, as the Global OB demonstrates. 

   There is a stigma associated with depression. 27  Part of  the stigma comes because 

most people lack an understanding of  depression and its frequency. Unfortunately, 

most managers are not aware of these facts:  

  •   According to the National Mental Health Association, the cost of  depression is 

$44 billion a year in medical bills, lost productivity, and absenteeism. 28   

  •   Research suggests that depression is one of the most powerful conditions in the 

United States that leads to higher absenteeism and decreased worker productivity. 29   

  •   The World Health Organization predicts that by 2020, depression will be the sec-

ond most common disability, after heart disease. 30   

  •   Depression is difficult to detect, especially within the present health care system. 31    

   The Diagnostic and Statistical Manual of Mental Disorders (DSM-IV) is the diag-

nostic tool used to detect depression. The DSM-IV indicates that the diagnosis of 

depression requires the presence of either a depressed mood or diminished interest in 

all or most activities, marked psychomotor retardation, significant appetite or weight 

change, changes in sleep, fatigue or loss of  energy, problems thinking or concentrat-

ing, feelings of  worthlessness, excessive feelings of  guilt, or thoughts of  suicide or 

death. These signs must be persistent over the course of two weeks. 

   Managerial understanding of these symptoms can help the organization, especially 

when the manager asks professional counselors to intervene. It would be unwise for 

managers to ignore depression or to attempt to counsel workers suspected of  being 

STRESS AND DEATH IN JAPAN

Have you ever felt or heard someone express the feeling, “This job 

is going to kill me!” Chances are you—or the person you heard—

didn’t literally believe that. If you were a Japanese worker, how-

ever, you might be very serious. Polls indicate that over 40 percent 

of Japanese workers aged 30 to 60 believe they will die from the 

stress of overwork, what the Japanese call karoshi. The victims of 

karoshi are known in their companies as moretsu shain (fanatical 

workers) and yoi kigyo senshi (good corporate soldiers).

In 1990, the average Japanese worker put in 2,124 hours a 

year—over 500 hours more than the Germans and French and 

about 250 hours more than Americans. Following the passage of 

two laws aimed at reducing the average number of hours worked 

by an employee, the Japanese figure had fallen to about 1,843 

hours per year; however, this average is still above most other 

countries. At the same time, however, the nation’s economic 

slump heightened the level of workplace anxiety. Many firms 

have been forced to downsize for the first time since 1945.

A Japanese Health Ministry report called karoshi the second-

leading cause of death among workers (the first is cancer). Fierce 

competition among employees, as well as a strong sense of re-

sponsibility to their companies, leads many workers to stay at the 

office well into the night. When they do go home, they are tense 

and anxious because they feel that they should really be back at 

work. Some workers deal with the pressure by disappearing. As 

many as 10,000 men disappear each year, choosing to drop out 

rather than face the pressure of their jobs. Reports indicate over 

140 cases of karoshi per year.

A karoshi hotline includes contact numbers, doctor and lawyer 

names, and a brief history of the concept of “death from overwork.”

Sources: Adapted from A. Kanai, “Karoshi (Work to Death) in Japan,” 

Journal of Business Ethics 84 (2009), pp. 209–16; Daniel Gross, “Why 

‘Steady’ Lost,” Newsweek, July 20, 2009; “Karoshi Hotline,” http://karoshi.

jp\english\index.html (accessed May 14, 2006); and Boye Lafayette de 

Mente, “Karoshi: Death from Overwork,” Japan’s Cultural Code Words, 

May 2002, pp. 1–6.

G L O B A L  O B
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depressed. Being aware of  depression symptoms and situations that precipitate it is 

the first line of intervention. Unfortunately, the stigma of depression results in a lack 

of understanding of its pervasiveness, costs, and treatment possibilities. 32  

   Some stress outcomes may be  cognitive.  Cognitive outcomes would include poor 

concentration, inability to make sound decisions or any decisions, mental blocks, and 

decreased attention spans. Other effects may be  behavioral.  Such manifestations as ac-

cident proneness, impulsive behavior, alcohol and drug abuse, and explosive temper 

are examples. 

   Finally,  physiological outcomes  could include increased heart rate, elevated blood 

pressure, sweating, hot and cold flashes, increased blood glucose levels, and elevated 

stomach acid production. One way to envision the physiological impact of stress is to 

imagine oneself  in a traumatic situation—your car is stalled on a railroad track and 

you hear the whistle of an oncoming train. This is the kind of sequence that occurs: 33  

  •   Steroid hormones and stress hormones are released by a signal to the brain area 

called the hypothalamic–pituitary adrenal (HPA) system. Cortisol is very impor-

tant in marshalling systems through the body—heart, lungs, circulation, immune 

system—to deal with the stalled car and oncoming danger.  

  •   The HPA releases neurotransmitters (chemical signals) called catecholamine. The 

catecholamine triggers an emotional response to the stressful situation—most likely 

fear of the danger.  

  •   During the crisis, the catecholamine suppresses parts of  the brain dealing with 

memory, concentration, and rational thought.  

  •   Heart rate and blood pressure increase.  

  •   The digestive system shuts down.    

   These are only a few of the physiological effects of the stress caused by the stalled 

car and the oncoming train. Once the threat has passed and the car is moved safely off  

the tracks, the stress hormones return to normal. Other body systems also normalize. 

   Stress-related work conditions that can possibly produce physiological effects simi-

lar to the stalled car episode include:

   •   Pressure in front of colleagues from a manager to work harder, faster, and longer.  

  •   Poor, hostile relationships with colleagues.  

  •   An accident or violence at work that injures friends or other employees.  

  •   Being required to complete work for which you know you do not have the skills or 

competencies.  

  •   Making an extremely important presentation to a group.    

   Some research shows that repeated release of stress hormones eventually produces 

hyperactivity in the HPA, and this can result in long-term sleep, anxiety, and depression 

problems. 34  The physiological stress response is like a rocket ready to be launched. Virtu-

ally all systems (e.g., heart, blood vessels, lungs, immune system, and brain) are altered 

to meet the perceived problem (e.g., danger, uncertainty, work-related problems). 

   Some stress outcomes combine effects from several of  the categories of  conse-

quences described above. Consider, for example, the following two scenarios:

  Bob is a teacher in an inner-city high school. He barely remembers the time when he 

could not wait for the start of each school day; now he cannot wait until each day ends. 

As much as he could use the money, he quit teaching optional summer school three 

summers ago. He needs that break to recharge his batteries, which seem to run down 
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earlier with each passing school year. Many of his students are moody, turned off  to so-

ciety, and abusive to others.   

    Paula works as an air traffic controller in the second-busiest airport in the country. 

Every day, the lives of literally thousands of people depend on how well she does her 

job. Near misses are an everyday occurrence; avoiding disasters requires quick thinking 

and a cool head. At 31 years of age, Paula is the third oldest controller in the tower. She 

knows there are few controllers over the age of 40, and she is certain she will never be 

one. To make matters worse, she is in the final stages of a divorce. Paula was told after 

her last physical that she had developed a stomach ulcer. She is thinking of going into 

the nursery business with her sister; having responsibility for the well-being of shrubs 

and trees, rather than people, is very attractive to her. 

           Bob and Paula are both experiencing job burnout.    Burnout    is a psychological process, 

brought about by unrelieved work stress, that results in emotional exhaustion, deperson-

alization, and feelings of decreased accomplishment. 35   Exhibit 9.3  displays some indica-

tors of these three burnout outcomes. A recent research study found that burnout is 

linked to several aspects of ill health, including sleep disturbances, systematic inflamma-

tion, impaired immunity functions, and blood coagulation. 36  Burnout tends to be a par-

ticular problem among people whose jobs require extensive contact with and/or 

responsibility for other people. Indeed, much of the research that has been conducted on 

burnout has centered on the so-called helping professions: teachers, nurses, physicians, 

social workers, therapists, police, and parole officers. 37  The nearby Organizational 

 Encounter presents some of the myths that surround the burnout concept. 

   A very important idea implicit in this conceptualization of burnout relates to job in-

volvement. A high degree of involvement in, identification with, or commitment to one’s 

job or profession is a necessary prerequisite for burnout. It is unlikely that one would be-

come exhausted without putting forth a great deal of effort. Thus, the irony of burnout is 

that those most susceptible are those most committed to their work; all else being equal, 

lower job commitment equals lower likelihood of burnout. Various individual variables 

also affect the likelihood of developing burnout. For example, women are more likely to 

burn out than men, younger employees are more susceptible than older ones (particularly 

beyond age 50), and unmarried workers are more likely to burn out than married ones. 

   Organizations contribute to employee job burnout in a variety of  ways. Research 

identifies four factors that are particularly important contributors to burnout: high 

levels of  work overload, dead-end jobs, excessive red tape and paperwork, and poor 

communication and feedback, particularly regarding job performance. In addition, 

factors that have been identified in at least one research study as contributing to burnout 

include role conflict and ambiguity, difficult interpersonal relationships, and reward 

systems that are not contingent upon performance. 38   

  burnout  
 A psychological pro-

cess, brought about by 

unrelieved work stress, 

resulting in emotional 

exhaustion, deperson-

alization, and feelings 

of decreased accom-

plishment. 

 EXHIBIT 9.3  Burnout Indicators 

Source: John M. Ivancevich, Michael T. Matteson, Sara M. Freedman, and James S. Phillips, “Worksite Stress Management Interventions,” American Psychologist, 

February 1990, p. 253.

              Emotional Exhaustion     Depersonalization     Low Personal Accomplishment     

   Feel drained by work     Have become calloused by job     Cannot deal with problems effectively   

   Feel fatigued in the morning     Treat others like objects     Do not have a positive influence on others   

   Frustrated     Do not care what happens  Cannot understand others’ problems 

 to other people     or identify with them      Do not want to work with 

 Feel other people blame you No longer feel exhilarated by your other people  

      job        
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    Organizational Consequences 

 As illustrated in Exhibit 9.1, a number of  the behavioral, cognitive, and physiologi-

cal outcomes that are individually linked also have organizational consequences. 

While the organizational consequences of  stress are many and varied, they share 

one common feature: stress costs organizations money. Although precise figures 

are lacking, based on a variety of  estimates and projections from government, 

 industry, and health groups, we place the costs of  stress at about $250 billion annu-

ally. This estimate, which probably is conservative (some estimates are as high as 

$300 billion annually), 39  attempts to consider the dollar effects of  reductions in 

operating effectiveness resulting from stress. The effects include poorer decision 

making and decreases in creativity. The huge figure also reflects the costs associ-

ated with mental and physical health problems arising from stress conditions, 

 including hospital and medical costs, lost work time, turnover, sabotage, and a host 

of  other variables that may contribute to stress costs. Because employers pay about 

80 percent of  all private health insurance premiums, and workers’ compensation 

laws increasingly include provisions for awarding benefits for injuries stemming 

from stress in the workplace, it is clear that organizational consequences are 

 significant. 

MYTHS AND BURNOUT
Christina Maslach is a leading expert on job burnout and author 

of the Maslach Burnout Inventory (MBI), the most widely used 

survey measure used in the field. The Wall Street Journal used 

its own survey to examine the concept Maslach clearly pre-

sented years ago. The Wall Street Journal interviewed managers 

in an attempt to understand managerial behavior that seems to 

push employees over the edge into job burnout. In the process, 

three myths were uncovered that organizations need to dispel if 

they are to reduce incidents of burnout among their staff.

Myth One: When a Client Says Jump, the Only 

Answer Is “How High?”

Lawyers, accountants, and management consultants are particu-

larly vulnerable to believing in this myth even when it appears to re-

sult in high levels of burnout and turnover within their staffs. 

However, the study reported that a few professional firms are taking 

steps to integrate personal needs and concerns with the work lives 

of their employees. For example, Deloitte & Touche has implemented 

a policy that limits employees’ travel time. It is no longer company 

policy for employees to spend all five working days of the week at 

clients’ offices. At a maximum, employees are to spend only three 

nights (four working days) away from home and work the fifth day in 

their own offices each week, even when on lengthy assignments.

Myth Two: Reining in Employees’ Workloads Will Turn 

Them into Slackers

Managers often behave as though a reduction in work overload 

will cause productivity to drop. Yet, studies often show the 

 opposite result. Ernst & Young has a committee that monitors its 

staff accountants’ workloads to head off burnout situations. 

The company says that its policies are raising retention rates 

and improving client service. A senior manager at Ernst 

 observed that employees typically won’t admit to burning out; 

thus having some compassionate, objective overview is useful.

Myth Three: If Employees Are Working Themselves into the 

Ground, It’s Their Own Fault

Although this attribution may sometimes be true for some peo-

ple, it is far from true for most. At the International Food Policy 

Research Institute, a nonprofit research organization in Wash-

ington, D.C., consultants discovered that a “crisis mentality” 

was driving scientists and support staff to work incredibly long 

hours. Management of the institute assumed that either (1) em-

ployees wanted to work these hours or (2) employees were 

managing their time poorly. Neither of these assumptions was 

valid. Rather, a shift in research focus coupled with an in-

creased emphasis on using research teams allied with groups 

from other agencies and organizations had created an ineffi-

cient pattern of work for many people. Meetings, phone calls, 

and other forms of coordinated activity were eating up the 

workday, driving more productive  research and writing into the 

evening hours.

Sources: Adapted from Christina Maslach, “How to Prevent Burnout,” 

New Zealand Management, April 2005, pp. 43–48; and Sue Schel-

lenbarger, “Three Myths That Make Managers Push Staff to the Edge of 

 Burnout,” The Wall Street Journal, March 17, 1999, p. B1.

O R G A N I Z A T I O N A L  E N C O U N T E R
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   Excessive stress increases job dissatisfaction. As we saw in Chapter 3, job dissatis-

faction can be associated with a number of  dysfunctional outcomes, including 

 increased turnover, absenteeism, and reduced job performance. If  productivity is re-

duced just 3 percent, for example, an organization employing 1,000 people would need 

to hire an additional 30 employees to compensate for that lost productivity. If  annual 

employee costs are $40,000 per employee including wages and benefits, stress is cost-

ing the company $1.2 million just to replace lost productivity. This doesn’t include 

costs associated with recruitment and training. Nor does it consider that decreases in 

quality of  performance may be more costly for an organization than quantity de-

creases. Customer dissatisfaction with lower-quality goods or services can have sig-

nificant effects on an organization’s growth and profitability. 

   Further examples of organizational costs associated with stress include:  

  •   The American Medical Association claims that stress was the cause of 80 to 85 per-

cent of all human illness and disease or at the very least had a detrimental effect on 

individuals’ health. 40   

  •   Stressed workers smoke more, eat less well, have more problems with alcohol and 

drugs, have more family problems, and have more problems with co-workers. 41   

  •   American businesses lose an estimated $200 billion to $300 billion per year to 

stress-related productivity decrease and other costs. This is higher than the total 

cost related to all strikes and the net profit from all Fortune 500 companies. 42   

  •   In Canada stress-related costs are estimated at $16 billion and in Great Britain 

costs are $7.3 billion annually. 43   

  •   Forty percent of employee turnover is due to excessive stress. 44   

  •   Over 500 million workdays are lost annually due to stress-related absenteeism.   

   Estimates and projections such as these (including our own estimate of  annual 

stress-related costs) should be treated cautiously. There are simply too many variables 

to measure costs precisely. There is no doubt, however, that the consequences of exces-

sive stress are significant in both individual and organizational terms.     

 Stress Moderators  

 Stressors evoke different responses from different people. Some people are better able 

to cope with a stressor than others. They can adapt their behavior in such a way as to 

meet the stressor head-on. On the other hand, some people are predisposed to stress; 

that is, they are not able to adapt to the stressor. 

   The model presented in Exhibit 9.1 suggests that various factors can moderate the 

relationships among stressor, stress, and consequences. A  moderator  is a condition, 

behavior, or characteristic that qualifies the relationship between two variables. The 

effect may be to intensify or weaken the relationship. The relationship between the 

number of gallons of gasoline used and total miles driven, for example, is moderated 

by driving speed. At very low and very high speeds, gas mileage declines; at intermedi-

ate speeds, mileage increases. Thus, driving speed affects the relationship between 

gasoline used and miles driven. 

   Many conditions, behaviors, and characteristics may act as stress moderators, in-

cluding such variables as age, gender, and the hardiness construct discussed earlier in 

the chapter. In this section, we will briefly examine three representative types of mod-

erators: (1) personality, (2) Type A behavior, and (3) social support.  
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 Personality 

 As discussed in Chapter 3, the term  personality  refers to a relatively stable set of 

characteristics, temperaments, and tendencies that shape the similarities and differ-

ences in people’s behavior. The number of  aspects of  personality that could serve 

as stress moderators is quite large. We will confine our attention to those aspects of 

personality previously identified in Chapter 3: the Big Five model, locus of  control, 

and self-efficacy. 

   As you may recall from Chapter 3, the Big Five model of personality is made up of 

five dimensions: extroversion, emotional stability, agreeableness, conscientiousness, 

and openness to experience. Of these,  emotional stability  is most clearly related to 

stress. Those high on this dimension are most likely to experience positive moods and 

feel good about themselves and their jobs. While they certainly experience stress, they 

are less likely to be overwhelmed by it and are in a better position to recover from it. 

To a somewhat lesser degree, those high on  extroversion  are also more predisposed to 

experience positive emotional states. Because they are sociable and friendly, they are 

more likely to have a wider network of  friends than their introverted counterparts; 

consequently, they have more resources to draw upon in times of distress. 

   If  you are low on  agreeableness  you tend to be antagonistic, unsympathetic, and 

even rude, toward others. You are also probably somewhat mistrusting of  others. 

These attributes increase the likelihood you will find other people to be a source of 

stress, and since others are more likely to find interacting with you stressful as well, an 

interpersonal relationship environment full of stressful situations is created. 

    Conscientiousness  is the Big Five dimension most consistently related to job perfor-

mance and success. To the extent that good performance leads to satisfaction and 

other rewards, those high on conscientiousness are less likely to experience stress with 

respect to these aspects of their jobs. Those low on this dimension, however, are more 

likely to be poorer performers, receive fewer rewards, and generally be less successful 

in their careers—not a recipe for low stress levels! 

   Finally, those high on  openness to experience  are better prepared to deal with stres-

sors associated with change because they are more likely to view change as a chal-

lenge, rather than a threat.   

 Type A Behavior Pattern 

 In the 1950s, two medical cardiologists and researchers, Meyer Friedman and Ray 

Rosenman, discovered what they called the    Type A behavior pattern.    45  They searched 

the medical literature and found that traditional coronary risk factors such as dietary 

cholesterol, blood pressure, and heredity could not totally explain or predict coronary 

heart disease (CHD). Coronary heart disease is the term given to cardiovascular dis-

eases that are characterized by an inadequate supply of  oxygen to the heart. Other 

factors seemed to the two researchers to be playing a major role in CHD. Through in-

terviews with and observation of patients, they began to uncover a pattern of behavior 

or traits. They eventually called this the Type A behavior pattern (TABP). 

             The person with TABP has these characteristics:

   •   Chronically struggles to get as many things done as possible in the shortest time 

period.  

  •   Is aggressive, ambitious, competitive, and forceful.  

  •   Speaks explosively, rushes others to finish what they are saying.  

  •   Is impatient, hates to wait, considers waiting a waste of precious time.  

  Type A behavior 

pattern  
 Associated with 

 research conducted on 

coronary heart disease. 

The Type A person is 

an aggressive driver 

who is ambitious, 

 competitive, task- 

oriented, and always 

on the move. 
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  •   Is preoccupied with deadlines and is work-oriented.  

  •   Is always in a struggle with people, things, events.  

  •   Displays or hides anger and hostility toward others.    

   Supporting the pioneering research of Rosenman and Friedman, who suggested that 

Type As have more heart attacks than do Type Bs, a recent analysis of data from 161 

research studies conducted over the past 30 years found that Type A behavior (hostility 

and aggression) was associated with increased cardiovascular (heart rate or blood 

 pressure) reactivity. 46  

   In contrast, the    Type B behavior pattern    individual mainly is free of the TABP char-

acteristics and generally feels no pressing conflict with either time or persons. The 

Type B may have considerable drive, wants to accomplish things, and works hard, but 

the Type B has a confident style that allows him or her to work at a steady pace and 

not to race against the clock. The Type A has been likened to a racehorse; the Type B, 

to a turtle. 

   Two major components of Type A behavior pattern are impatience and hostility. A 

study of 3,308 black and white men and women supported by the National Institutes 

of Health studied the effects of Type A, depression, and anxiety on long-term physical 

risk. Type A components were assessed at a baseline period and 15 years later. After 

15 years, participants in the highest quartile of hostility had an 84 percent higher risk 

of  hypertension. 47  No significant relationships were shown for the other factors. 

 Results were similar for white and black participants. 

   A study of patients who underwent diagnostic coronary arteriography for suspected 

coronary heart disease illustrated involvement of hostility. Analysis showed that hos-

tility was related to the presence of arteriosclerosis more than other Type A behavior 

pattern dimensions. 48    

 Social Support 

 Both the quantity and quality of  the social relationships individuals have with others 

 appear to have a potentially important effect on the amount of  stress they experience 

and on the likelihood that stress will have adverse effects on their mental and physical 

health. Social support can be defined as the comfort, assistance, or information one 

receives through formal or informal contacts with individuals or groups. A number 

of  studies have linked social support with aspects of  health, illness, burnout, and 

stress. 49  

   Social support may take the form of emotional support (expressing concern, indi-

cating trust, boosting esteem, listening); appraisal support (providing feedback and 

affirmation); or informational support (giving advice, making suggestions, providing 

direction). People who can serve as sources of social support at work include supervi-

sors, co-workers, subordinates, and customers or other nonorganizational members 

with whom an employee might have contact. Nonwork support sources include family 

members (immediate and extended), friends, neighbors, caregivers (ministers, for ex-

ample), health professionals (physicians, psychologists, counselors), and self-help 

groups (Alcoholics Anonymous, Weight Watchers). 

   A co-worker listening to a friend who failed to receive a desired promotion, a group 

of  recently laid-off  workers helping each other find new employment, or an experi-

enced employee helping a trainee learn a job are all examples of  providing support. 

Social support is effective as a stress moderator because it buffers the negative impact 

of  stressors by providing a degree of  predictability, purpose, and hope in upsetting 

and threatening situations. 

        Type B behavior 

pattern  
 The Type B person is 

relaxed, patient, steady, 

and even-tempered. 

The opposite of the 

Type A person.     
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   A number of  studies reinforce what we know to be true for our own experiences. 

Social support has been shown to reduce stress among employed individuals ranging 

from unskilled workers to highly trained professionals; it is consistently cited as an 

effective stress coping technique, and it has been associated with fewer health com-

plaints experienced during periods of high stress. 50      

 Stress Prevention and Management  

 An astute manager never ignores a turnover or absenteeism problem, workplace drug 

abuse, a decline in performance, hostile and belligerent employees, reduced quality of 

production, or any other sign that the organization’s performance goals are not being 

met. The effective manager, in fact, views these occurrences as symptoms and looks 

beyond them to identify and correct the underlying causes. Yet most managers likely 

will search for traditional causes such as poor training, defective equipment, or inad-

equate instructions regarding what needs to be done. In all likelihood, stress will not 

be on the list of possible problems. Thus, the very first step in any attempt to deal with 

stress so that it remains within tolerable limits is recognition that it exists. Once that is 

accomplished, a variety of  approaches and programs for preventing and managing 

organizational stress are available.  

     Exhibit 9.4  presents how organizational stress management programs can be tar-

geted. Programs are targeted to (1) identify and modify work stressors, (2) educate 

employees in modifying and understanding stress and its impact, and (3) provide 

EXHIBIT 9.4 Organizational Stress Management Program Targets

Source: John M. Ivancevich, Michael T. Matteson, Sara M. Freedman, and James S. Phillips, “Worksite Stress Management Interventions,” American Psychologist, 

February 1990, p. 253.
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Outcome of Stress

• Physiological
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• Behavioral
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 employees support to cope with the negative impact of stress. 

In a rapidly changing work environment, this type of target-

ing is difficult to accomplish. However, a trained, educated, 

and knowledgeable workforce can make modifications with 

the help of management in how work is performed. Some of 

the targeted, corrective programs include: 

   •   Training programs for managing and coping with stress.  

  •   Redesigning work to minimize stressors.  

  •    Changes in management style to one of  more support 

and coaching to help workers achieve their goals.  

  •    More flexible work hours and attention paid to work–life 

balance and needs such as child and elder care.    

  •   Better communication and team-building practices.  

  •    Better feedback on worker performance and management 

expectations.   

   These and other efforts are targeted to prevent and/or 

manage stress. The potential for success of any prevention or 

management-of-stress program is good if  there is a true com-

mitment to understanding how stressors, stress, and out-

comes are linked. 

   There is a very important distinction between preventing stress and managing it. 

Stress prevention focuses on controlling or eliminating stressors that might provoke 

the stress response. Stress management suggests procedures for helping people cope 

effectively with or reduce stress already being experienced. In this concluding section 

of the chapter, we will examine organizational programs and individual approaches to 

stress prevention and management, with the emphasis on management. First, how-

ever, we will look at a way of thinking about organizational stress prevention.  

 Maximizing Person–Environment Fit 

 In defining stress earlier in the chapter, we emphasized that stress is the consequence 

of the interaction between an environmental stimulus (a stressor) and the individual’s 

response. From this perspective, stress may be viewed as a consequence of the relation-

ship between the individual and the work environment. While there are many ways of 

thinking about individual–organizational relationships and stress, the concept of 

 person–environment fit is the most widely used. 51  

   Person–environment fit occurs when there is compatibility between individuals and 

their work environments. When an employee perceives that he or she fits well with the 

organization, the employee is more likely to have higher levels of organizational com-

mitment, job satisfaction, and adjustment, while experiencing lower levels of stress. 52  

Although originally thought of  as a single dimension, researchers have identified 

 several different types of P–E fit, including: 53   

  1.    Person–organization fit : Degree to which employees/applicants and organizations are 

compatible and meet each others’ needs. An employee who doesn’t fit with the orga-

nizational culture will experience stress and may end up leaving the organization.  

  2.    Person–job fit : Extent to which an employee’s/applicant’s skills, abilities, and experi-

ence match the demands and requirements of the organization. To the extent that 

the individual’s talents don’t match the job requirements, stress results.  

SOCIAL SUPPORT

Developing Social Support

As a manager, you can take actions to help create 

a supportive work environment. These include:

1. Set an example by being a source of support 

for others, particularly subordinates.

2. Encourage open communication and 

maximum exchange of information.

3. Make certain you provide subordinates with 

timely performance feedback, presented in 

an encouraging, nonthreatening manner.

4. Provide for mentoring of the less experienced 

by more senior members of the work group.

5. Work to maintain and increase work group 

cohesion (see Chapter 10 for specifics 

regarding how to do this).

Management Pointer
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  3.    Person–vocation fit : Degree to which an individual has chosen a compatible career. 

People pursue careers for a variety of  reasons—financial, interest, parental pres-

sure, luck, etc. When an individual questions a career choice and regrets it, he or 

she is likely to experience stress.  

  4.    Person–group fit : Extent to which there’s interpersonal compatibility between individu-

als and their work groups. An employee can perceive a good fit with the organization, 

job, and career, but can’t stand working with a certain group of co-workers, customers, 

or vendors. This misfit with the group will create stress for the employee.   

   By improving the quality of, or maximizing, the fit between the employee and the 

organizational environment, potential stressors are eliminated and stress is prevented. 

This P–E fit approach is somewhat similar to—and very consistent with—the concept 

of the psychological contract that was developed in Chapter 5. Violations of the psy-

chological contract represent breakdowns in P–E fit. 

   There are numerous strategies for maximizing P–E fit. Ideally, the process begins 

before an individual even joins the organization. Employee recruitment programs that 

provide realistic job previews help potential employees determine whether the reality 

of the job matches their needs and expectations. Selection programs that are effective 

in ensuring that potential employees possess the requisite skills, knowledge, experi-

ence, and abilities for the job are key elements in maximizing fit. 

   Job skills and knowledge are not the only important factors to consider in em-

ployee selection, however. Fit can be maximized by closely linking personal predispo-

sitions to relevant aspects of  the work environment as well. For example, as was 

suggested earlier, individuals with a low tolerance for ambiguity who find themselves 

in jobs or organizational environments in which there is little structure will very likely 

experience stress. Other examples include: An individual who is by nature authoritar-

ian will experience stress in a participative organization; those who value intrinsic sat-

isfaction will be frustrated by an environment that provides only extrinsic rewards; 

those wishing autonomy will be distressed by tight controls; and individuals with a 

high need for performance feedback will be stressed by supervisors who never com-

municate performance information. 

   Once a person is working in the organization, a critical variable in maximizing fit 

and preventing stress is effective socialization. Socialization is the process by which the 

individual learns and internalizes the values, expected behaviors, and social knowledge 

that are important for becoming an effective organizational member. The stages and 

characteristics of effective socialization were discussed in detail in Chapter 2, and you 

may wish to refer to that discussion in the present context of maximizing P–E fit.   

 Organizational Stress Prevention and Management Programs 

 In addition to the variety of activities that may be undertaken to improve person– 

environment fit, an increasing number of organizations have developed very specific 

stress prevention and/or management programs. Some of these programs focus on a 

specific issue or problem, such as alcohol or drug abuse, career counseling, job reloca-

tion, or burnout. Clark Nuber, a $25 million accounting and consulting firm near  Seattle, 

has created a people-oriented culture that encourages its tax specialists to limit the 

amount they work each week to 55 hours (low for the accounting industry). 54  The com-

pany’s stress-lowering approach to managing its people has led to it being named one of 

the Best Companies to Work For in America in 2008 and 2007. Circles, a  Boston-based 

marketing firm, allows employees who have been with the firm for at least five years to 

take a 30-day paid sabbatical to avoid burnout and recharge their batteries. 55  
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   A variety of organizations such as Verizon Communications, Accenture, Ernst & 

Young, IBM, Dow Chemical, and Microsoft are also helping employees avoid burnout 

(and in so doing increase retention) by helping them to change careers without leaving 

the firm. 56  Verizon offers employees career-related courses and résumé-writing tips. IBM 

offers a skills-evaluation assessment to recommend career paths for which the employee 

might fit. Accenture assigns employees a career counselor and has a Web page for em-

ployees who are considering an internal career change. The Web page even has video clips 

of individuals who have made career changes within the firm. Such career-assistance 

programs are designed to reduce employee turnover and increase productivity. 

   Still other programs may target a specific group within the organization. An ex-

ample is the Resident Assistance Program in place at Baylor College of Medicine. This 

program was designed to help medical residents cope successfully with the multitude 

of  stressors they encounter. 57  Some programs may focus on a particular technique, 

such as developing relaxation skills. (For an example of a somewhat unusual focus, see 

the nearby Organizational Encounter on laughter.) Others are more general in nature, 

using a variety of approaches and geared to a cross-section of employees, such as the 

Employee Assistance Program at B. F. Goodrich, the Coors Brewing Company Well-

ness Program, and the Emotional Health Program at Equitable Life. Two specific 

types of  organizational programs have become particularly popular during the last 

two decades: employee assistance programs and wellness programs.  

 Employee Assistance Programs (EAPs) 

 Originally conceived as alcohol abuse programs, most    employee assistance programs    

(EAPs) are designed to deal with a wide range of stress-related problems, both work 

and nonwork related, including behavioral and emotional difficulties, substance abuse, 

family and marital discord, and other personal problems. B. F. Goodrich, IBM, Xe-

rox, and Caterpillar have such programs. EAPs have been based on the traditional 

medical approach to treatment. General program elements include: 

           •    Diagnosis . Employee with a problem asks for help; EAP staff  attempts to diagnose 

the problem.  

  •    Treatment . Counseling or supportive therapy is provided. If in-house EAP staff is un-

able to help, employee may be referred to appropriate community-based professionals.  

  •    Screening . Periodic examination of employees in highly stressful jobs is provided to 

detect early indications of problems.  

  •    Prevention . Education and persuasion are used to convince employees at high risk 

that something must be done to assist them in effectively coping with stress.   

 An increasing number of employers believe that good health among employees is 

good for the organization. Blue Cross/Blue Shield determined that every dollar spent 

on the psychological care of employees with breast cancer saved $2.50 to $5.10 in over-

all medical expenses. The public school system of Orange County, Florida, found that 

the cost of medical claims dropped by 66 percent over five years for employees who 

used the EAP. At the end of five years, the same employees were taking 36 percent 

fewer sick leaves. At McDonnell Douglas (now Boeing), workers treated for alcohol 

and drug problems missed 44 percent fewer days of work after the EAP was set up. 58  

 In addition to these health- and medical-oriented services offered through EAPs, the 

recent economic recession, where layoffs, salary reductions, home foreclosures, and 

other financial stresses have affected employees, has led some companies to offer a vari-

ety of  support services aimed at helping them through these difficult times. 59  For 

  employee assistance 

program  
 An employee benefit 

program designed to 

deal with a wide range 

of stress-related prob-

lems, including behav-

ioral and emotional 

difficulties, substance 

abuse, and family and 

marital discord. 
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 example, Telemundo Network (a division of NBC Universal) offers on-site financial 

planning and stress management workshops throughout the country via EAPs and 

employee groups. Blue Cross and Blue Shield of North Carolina believes that sharing 

information about the health of the company is important to reduce employee stress; 

the firm holds town hall meetings and an executive blog shares “top level” information 

and invites employee feedback. Alcoa also believes in keeping employees in the loop 

and uses e-mail, daily management notes, a biweekly employee publication, and an 

internal TV system to communicate with employees about the state of the company. 60   

  Crucial to the success of  any EAP is trust. Employees must trust that (1) the pro-

gram can and will provide real help, (2) confidentiality will be maintained, and (3) use 

of  the program carries no negative implications for job security or future advance-

ment. If  employees do not trust the program or company management, they will not 

participate. EAPs with no customers cannot have a positive effect on stress prevention 

and management.   

 Wellness Programs 

    Wellness programs,    sometimes called health promotion programs, focus on the 

 employee’s overall physical and mental health. Simply stated, any activity an organiza-

tion engages in that is designed to identify and assist in preventing or correcting 

specific health problems, health hazards, or negative health habits can be thought of 

as wellness-related. This includes not only disease identification but lifestyle modifica-

tion as well. Among the most prevalent examples of such programs are those empha-

sizing hypertension identification and control, smoking cessation, physical fitness and 

exercise, nutrition and diet control, and job and personal stress management. 

  wellness program  
 An employee program 

focusing on the individ-

ual’s overall physical 

and mental health. 

Wellness programs may 

include a variety of 

 activities designed to 

identify and assist in 

preventing or correcting 

specific health prob-

lems, health hazards, or 

negative health habits. 

DEALING WITH STRESS CAN BE A LAUGHING MATTER
Stressed individuals have higher levels of the hormone cortisol. 

Laughter lowers cortisol levels. Children laugh about 400 times 

a day, while adults laugh about 15 times a day. Is it possible to 

get adults to laugh more at work and reduce those cortisol 

 levels?

While passengers were preparing to board a Southwest Air-

lines flight, a Southwest customer service agent came over the 

public address system to announce, “Southwest Airlines would 

like to congratulate one of our first-time fliers who is celebrating 

his 89th birthday.” This was a nice and fun announcement, typical 

of what the airline’s employees try to do on a daily basis. South-

west Airlines also established a Belly Laugh Day; at 1:24 p.m. on 

January 24, people are supposed to laugh out loud to celebrate 

the joy of laughter.

The above typifies the Southwest Airlines culture, where it is 

believed that if employees are having fun they are going to do 

their jobs better and be less likely to experience dissatisfaction, 

stress, and burnout. Increasingly, companies are turning to hu-

mor as a way of improving employee morale and combating 

stress. A growing number of “humor consultants” are being hired 

by companies nationwide to lighten up an overworked, anxious 

workforce. Research supports the conclusion that humor boosts 

the human immune system, reduces stress, and helps keep peo-

ple well. Other research shows decreases in production of stress 

hormones while people are laughing.

One group of humor consultants is developing a program 

called Subjective Multidimensional Interactive Laughter Evalua-

tion (SMILE), which will survey humor preferences and coping 

styles and help tailor a personalized humor approach to stress 

reduction. What kind of organization would use such a program, 

or hire a humor consultant? The answer seems to be companies 

suffering from low morale, cutbacks, or buyouts. Corporations 

undergoing downsizing are major users.

The rationale for these programs is that humor is a set of 

skills that some people have developed better than others. For 

those in need of skill development, humor programs can help 

people increase the tools they have to combat stress.

Sources: Adapted from www.blogsouthwest.com/blog/belly-laugh-day 

(accessed July 20, 2009); D. Kulisek,  “Laugh It Off,” Quality Progress 

41, no. 8 (2008), pp. 62–63; Charles S. Lauer, “Tracking Laughs,” Modern 

Healthcare 37, no. 13 (March 2007), p. 22; and Francis X. Frei, “Rapid 

Rewards at Southwest Airlines,” Harvard Business School Cases, 

 September 2, 2003.

O R G A N I Z A T I O N A L  E N C O U N T E R
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         We include wellness programs in a discussion of  stress management for several 

reasons. First, stress prevention and management are a vital part of  wellness, and, as 

we have already noted, it is frequently a component of  wellness programs. Second, 

many of  the concerns of  wellness programs are at least partially stress-related. Stress 

has been cited as the greatest cause of  poor health habits, 61  and poor health habits 

are what wellness programs attempt to change. Third, stress management contributes 

to healthier, more productive, and more effective employees, and consequently to 

healthier, more productive, and more effective organizations. Corporate wellness pro-

grams simply extend these payoffs. Fourth, it is impossible to divorce the topic of 

stress from health. In a sense, wellness programs represent a broad-based, contempo-

rary extension of  stress programs; their focus is concern for employee health and 

quality-of-life issues. 

 Examples of  well-established wellness programs (all of  which include a stress re-

duction component) include Aetna’s Wellness Works program, Mass Mutual’s Well-

ness Partnership, 3M’s Lifestyle 2000 program, CIGNA’S Healthy Life program, 

Warner-Lambert’s LifeWise program, and Control Data’s StayWell program. Stay-

Well has been so successful that it is now marketed to other companies. Wellness 

programs, however, are not restricted to large companies like those just cited. Ap-

proximately 50 percent of  smaller firms provide some form of  wellness program for 

their workers. 62  

 Johnson & Johnson’s wellness program, started more than 30 years ago, success-

fully promotes a global culture of health to its 120,000 employees worldwide. Known 

as the Health & Wellness Program, its overriding goals are to “optimize . . . the health 

and productivity of J&J employees worldwide . . . while helping to control health care 

costs.” 63  During a four-year internal study of the effects of its wellness program, J&J 

reported a reduction of $224.66 per employee per year over the four-year period. This 

saved the company more than $38 million between 1995 and 1999. 

 Roche Pharmaceutical of Nutley, New Jersey, found that it spent only 3 percent of 

medical benefit dollars on preventive health measures. This small expenditure was 

despite the fact that 39 percent of the health claims submitted were the result of pre-

ventable conditions. Roche management concluded that focusing on prevention would 

mean healthier, more productive, less stressed, more creative, and less absent employ-

ees. Roche named its wellness program “Choosing Health.” 64  

 Choosing Health starts at the individual level by assessing employee health risks 

via a 76-item survey that takes 15 minutes to complete. A health profile is provided 

and sent directly to the employee’s home. All employee responses and profiles are con-

fidential and not released to a third party. The company also provides on-site screen-

ing for such ailments as high blood pressure, high cholesterol, and breast and skin 

cancers. Roche’s Human Resource Management (HRM) group receives only aggre-

gated data showing risks with the general population. HRM then patterns preventive 

health programs after the health risks and education needs of employees as a group. 

Almost 100 percent of Roche employees participate in Choosing Health. 

 The Roche program provides a $100 incentive for completing 100 sessions at a 

 fitness facility or in a group exercise program. In the second year of  the program, 

23 percent of Choosing Health participants had reduced their health risks. A part of 

Choosing Health is an evaluation process to evaluate the impact of  the program. In 

two years, the average lifestyle score increased from 63 to 68 (100 is the optimal score). 

Roche is constantly working to align prevention, intervention, employee health, and 

productivity. 
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 Simply offering an EAP or wellness program does not guarantee positive results for 

either employers or the sponsoring organization. While many factors determine how 

successful any particular program will be, a number of recommendations, if  followed, 

will increase the likelihood of achieving beneficial outcomes. Among the more impor-

tant are:  

  1.   Top-management support, including both philosophical support and support in 

terms of staff  and facilities, is necessary.  

  2.   Unions should support the program and participate in it where appropriate. This 

can be particularly difficult to accomplish. Many unions take the position that 

 instead of helping employees deal with stress, management should focus on elimi-

nating those conditions that contribute to the stress in the first place.  

  3.   The greatest payoff  from stress prevention and management comes not from one-

shot activities, but from ongoing and sustained effort; thus, long-term commitment 

is essential.  

  4.   Extensive and continuing employee involvement would include involvement not 

only in the initial planning but in implementation and maintenance as well. This is 

one of the most critical factors for ensuring representative employee participation.  

  5.   Clearly stated objectives lay a solid foundation for the program. Programs with no 

or poorly defined objectives are not likely to be effective or to achieve sufficient 

participation to make them worthwhile.  

  6.   Employees must be able to participate freely, without either pressure or stigma.  

  7.   Confidentiality must be strictly adhered to. Employees must have no concerns that 

participation will in any way affect their standing in the organization.     

 Individual Approaches to Stress Prevention and Management 

 Organization members do not have to—nor should they—rely on formal organiza-

tional programs to assist in stress prevention and management. There are many indi-

vidual approaches to dealing with stressors and stress. A few of the more popularly 

cited and frequently used approaches for individual stress prevention and manage-

ment are discussed below. These approaches may be included in the range of options 

available within an organizational stress management or wellness program. The effec-

tiveness of these techniques varies greatly. What one person finds useful, another may 

not. There is still a great deal we do not know regarding the effects of individual dif-

ferences on stress management outcomes. 65    

 Cognitive Techniques 

 The basic rationale for some individual approaches to stress management, known col-

lectively as cognitive techniques, is that a person’s response to stressors is mediated by 

cognitive processes or thoughts. The underlying assumption of these techniques is that 

people’s thoughts, in the form of  expectations, beliefs, and assumptions, are labels 

they apply to situations, and these labels elicit emotional responses to the situation. 

Thus, for example, if  an individual labels the loss of  a promotion a catastrophe, the 

stress response is to the label, not to the situation. Cognitive techniques of stress man-

agement focus on changing labels or cognitions so that people appraise situations dif-

ferently. This reappraisal typically centers on removing cognitive distortions such as 

magnifying (not getting the promotion is the end of the world for me), overgeneraliz-

ing (not getting promoted means my career is over; I’ll never be promoted in any job, 
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anywhere), and personalization (since I didn’t get the promotion it’s clear I’m a terri-

ble person). All cognitive techniques have a similar objective: to help people gain more 

control over their reactions to stressors by modifying their cognitions. 66    

 Relaxation Training 

 The purpose of this approach is to reduce a person’s arousal level and bring about a 

calmer state of affairs, both psychologically and physiologically. Psychologically, suc-

cessful relaxation results in enhanced feelings of well-being, peacefulness and calm, a 

clear sense of being in control, and a reduction in tension and anxiety; physiologically, 

decreases in blood pressure, respiration, and heart rate should occur. Relaxation tech-

niques include breathing exercises; muscle relaxation; autogenic training, which com-

bines elements of muscle relaxation and meditation; and a variety of mental relaxation 

strategies, including imagery and visualization. 67    

 Meditation 

 Many of  the meditative forms that have achieved some degree of  popularity in this 

country are derivatives of  Eastern philosophies. Included in this category are Zen 

meditation and Nam Sumran, or Sikh meditation. Perhaps the most widely practiced 

in the United States is transcendental meditation, or TM. Its originator, Maharishi 

Mahesh Yogi, defined TM as turning the attention toward the subtler levels of thought 

until the mind transcends the experience of the subtlest state of thought and arrives at 

the source of  thought. 68  The basic procedure used in TM is simple, but the effects 

claimed for it are extensive. One simply sits comfortably with closed eyes and engages 

in the repetition of a special sound (a mantra) for about 20 minutes twice a day. Stud-

ies indicate that TM practices are associated with reduced heart rate, lowered oxygen 

consumption, and decreased blood pressure. 69    

 Biofeedback 

 Individuals can be taught to control a variety of  internal body processes by using a 

technique called  biofeedback . In biofeedback, small changes occurring in the body or 

brain are detected, amplified, and displayed to the person. Sophisticated recording 

and computer technology make it possible for a person to attend to subtle changes in 

heart rate, blood pressure, temperature, and brain-wave patterns that normally would 

be unobservable. Most of these processes are affected by stress. 70  

 The potential role of  biofeedback as an individual stress management technique 

can be seen from the bodily functions that can, to some degree, be brought under vol-

untary control. These include brain waves, heart rate, muscle tension, body tempera-

ture, stomach acidity, and blood pressure. Most if  not all of  these processes are 

affected by stress. The potential of  biofeedback is its ability to help induce a state of 

relaxation and restore bodily functions to a nonstressed state. One advantage of bio-

feedback over nonfeedback techniques is that it gives precise data about bodily func-

tions. By interpreting the feedback, individuals know how high their blood pressure is, 

for example, and discover, through practice, means of lowering it. 

 Biofeedback training has been useful in reducing anxiety, lowering stomach acidity 

(and thus reducing the likelihood of  ulcer formation), controlling tension and mi-

graine headaches, and, in general, reducing negative physiological manifestations of 

stress. Despite these positive results, people looking to biofeedback for stress control 

should understand that success requires training and the use of  equipment that may 

be very expensive.        
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Summary of 
Key Points  

   •   Stress is an adaptive response moderated by individual differences, that is, a con-

sequence of  any action, situation, or event that places special demands on a 

person.  

  •   Stress can have psychological, behavioral, and physiological consequences. The re-

lationship between stress and physiological consequences is complex and can po-

tentially be serious to the health of  individuals who can’t or don’t cope with the 

stressors linked to the stress.  

  •   Major variables in the model of organizational stress presented in this chapter are: 

(1) work stressors (work environment, individual, group, and organizational); 

(2) stress itself; (3) stress consequences (organizational and individual); (4) stress 

moderators (personality, Type A behavior, and social support); and (5) stress pre-

vention and management (maximizing person–environment fit, organizational pro-

grams, and individual approaches).  

  •   Stressors are actions, situations, or events that place special demands on a person. 

Three important categories of stressors are: (1) work environment (e.g., chemicals, 

radiation, temperature); (2) individual stressors (e.g., role conflict, work overload, 

change); and (3) group and organizational stressors (e.g., politics, culture, interper-

sonal relationships, downsizing).  

  •   While some consequences of stress are positive, many are dysfunctional. Negative 

individual consequences include accident proneness, poor concentration, drug and 

alcohol abuse, and burnout. Organizational consequences may include absentee-

ism, turnover, increased health and medical costs, and quantitative and qualitative 

decrements in productivity.  

  •   Some factors affect the nature of the stress response. These are called stress mod-

erators. Three important moderators are personality, Type A behavior, and social 

support.  

  •   Individuals take problem-focused and/or emotion-focused steps to deal directly 

with stress. In most cases a combination of  these two types of  coping strategies is 

used.  

  •   Stress prevention and management strategies include (1) maximizing person–

environment fit, (2) organizational programs such as employee assistance and 

wellness, and (3) individual approaches such as cognitive techniques, relaxation 

training, meditation, and biofeedback.    

IS THE ORGANIZATION RESPONSIBLE FOR AN 

EMPLOYEE’S STRESS?

This case requires management to consider the conse-

quences of Carter’s claim. If Carter is compensated because 

of his claim, other employees will likely also make claims. 

Management should determine if Carter can be transferred to 

a slower-paced job. They should also determine Carter’s history 

and record on this job. Is his not keeping pace something new 

or has it been a chronic problem?

GM will have to examine its selection program to deter-

mine if individuals have to be better screened. This would be 

a difficult case for Carter to win in court. However, in some 

states his claim of stress as an injury would be heard and 

contested under worker’s compensation laws.

Y O U  B E  T H E  J U D G E  C O M M E N T



   1.   It has been suggested that “stress is in the eyes of  the beholder.” What does this 

mean? Do you agree?  

   2.   Why should managers not even attempt to counsel or provide advice to any 

 employee suspected of being depressed?  

   3.   The issue of  who should be responsible for dealing with work stress—the 

 individual or the organization—is an important one. What do you think? What 

are your arguments for and against each position?  

   4.   Do you think some types of jobs or organizations attract Type A individuals? Do 

some attract Type B individuals? Why?  

   5.   What role can managers play in helping their employees use a problem-focused 

strategy to cope with excessive job stress?  

   6.   Work underload may be every bit as dysfunctional as work overload. Can you 

think of other work variables where “too little” may be as counterproductive as 

“too much”?  

   7.   What are the different kinds of person–environment fit? What can employees and 

managers do to maximize these different types of fit?  

   8.   What is the relationship between stress and personality? What aspects of person-

ality might tend to increase stress? Decrease it?  

   9.   Why are people in certain occupations more susceptible to burnout? What kinds 

of  things might organizations do to reduce the likelihood their members will 

 experience burnout?  

  10.   Increasingly, some global workers are being sent on overseas assignments. What 

stressors might be unique to such assignments? What might organizations do to 

minimize their impact?     

    Review and 

Discussion 

Questions  
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 Each of us displays certain kinds of behaviors, thought 

patterns, and personal characteristics. For each of the 

21 sets of descriptions below, circle the number that 

you feel best describes where you are between each 

pair. The best answer for each set of descriptions is the 

response that most nearly describes the way you feel, 

behave, or think. Answer these in terms of your regu-

lar or typical behavior, thoughts, or characteristics.

   Exercise 

 Exercise 9.1 Behavior Activity Profile—Type A Measure 

    1.   I’m always on time for appointments.  7  6  5  4  3  2  1  I’m never quite on time.  

   2.   When someone is talking to me,  7  6  5  4  3  2  1  I listen quietly without showing any 

chances are I’ll anticipate what they  impatience. 

are going to say by nodding, 

interrupting, or finishing sentences 

for them.  

   3.   I frequently try to do several things 7  6  5  4  3  2  1   I tend to take things one at a time.

at once.  
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 Reality Check 

  Now how much do you know about managing stress?   

   6.   True or false: The typical Type A behavior pattern (TABP) is considered a moderator of the stres-

sor, stress, and consequences relationship.  

  a.   True  

  b.   False    

   7.   Stress is considered to be an ______________ response.  

  a.   environmental  

  b.   adaptive  

  c.   energy access  

  d.   obstacle    

   8.   A person is in a state of ______________ when compliance with one set of expectations is in 

conflict with compliance in another set of expectations.  

  a.   eustress  

  b.   delegation  

  c.   role conflict  

  d.   status compliance    

   9.   The underload–overload optimal stress continuum graphically represents ______________.  

  a.   a negative threshold  

  b.   an equation  

  c.   biochemical changes  

  d.   an inverted “U”    

  10.   True or false: Over a four-year period, Johnson & Johnson’s wellness program saved the com-

pany over $38 million.  

  a.   True  

  b.   False     

  REALITY CHECK ANSWERS  

Before After

1. c 2. c 3. a 4. b 5. a 6. a 7. b 8. c 9. d 10. a

   Number Correct     Number Correct   

       _________       _________      

   4.   When it comes to waiting in line     It simply doesn’t bother me.

(at banks, theaters, etc.), I really get 

impatient and frustrated.  

   5.   I always feel rushed. 7  6  5  4  3  2  1   I never feel rushed.  

   6.   When it comes to my temper, I find it 7  6  5  4  3  2  1   I just don’t seem to have one. 

hard to control at times.  

   7.   I tend to do most things like eating, 7  6  5  4  3  2  1   Slowly. 

walking, and talking rapidly. 

   TOTAL SCORE 1–7 _____ 5 S  

   8.   Quite honestly, the things I enjoy most  7  6  5  4  3  2  1  Leisure-time activities. 

are job-related  activities.  
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   The Behavior Activity Profile attempts to assess the 

three Type A coronary-prone behavior patterns, as well 

as provide a total score. The three a priori types of 

Type A coronary-prone behavior patterns are shown:

 Impatience Job Involvement Hard Driving and Competitive Total Score

 (S) (J) (H) (A) S1J1H

   9.   At the end of a typical workday, I 7  6  5  4  3  2  1   I accomplished everything I needed to. 

usually feel like I needed to get more 

done than I did.  

  10.   Someone who knows me very well  7  6  5  4  3  2  1  I would rather play than work. 

would say that I would rather work 

than play.  

  11.   When it comes to getting ahead at  7  6  5  4  3  2  1  Many things are more important. 

work, nothing is more important.  

  12.   My primary source of satisfaction 7  6  5  4  3  2  1   I regularly find satisfaction in nonjob 

comes from my job.   pursuits, such as hobbies, friends, and  

  family.  

  13.   Most of my friends and social  7  6  5  4  3  2  1  Not connected with my work. 

acquaintances are people 

I know from work.  

  14.   I’d rather stay at work than take a  7  6  5  4  3  2  1  Nothing at work is important enough 

vacation.    to interfere with my vacation. 

   TOTAL SCORE 8–14 _____ 5 J  

  15.   People who know me well would 7  6  5  4  3  2  1 Relaxed and easygoing. 

describe me as hard driving and 

competitive.  

  16.   In general, my behavior is governed 7  6  5  4  3  2  1   What I want to do—not by trying to sat-

by a desire for recognition and   isfy others. 

achievement.  

  17.   In trying to complete a project or  7  6  5  4  3  2  1  I tend to take a break or quit if  I’m feel-

solve a problem, I tend to wear   ing fatigued. 

myself  out before I’ll give up on it.  

  18.   When I play a game (tennis, cards,  7  6  5  4  3  2  1  The social interaction. 

etc.) my enjoyment comes from 

winning.  

  19.   I like to associate with people who  7  6  5  4  3  2  1  Easygoing and take life as it comes. 

are dedicated to getting ahead.  

  20.   I’m not happy unless I’m always  7  6  5  4  3  2  1  Frequently, “doing nothing” can be quite 

doing something.   enjoyable.  

  21.   What I enjoy doing most are 7  6  5  4  3  2  1   Noncompetitive pursuits. 

competitive activities. 

   TOTAL SCORE 15–21 _____ 5 H    

   Source: Copyright © 1982 by Michael T. Matteson and John M. Ivancevich. 
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Items Behavior Pattern Characteristics

1–7 Impatience (S) Is anxious to interrupt

  Fails to listen attentively

  Gets frustrated by waiting (e.g., in line, for others to 

  complete a job)

8–14 Job Involvement (J) Focal point of attention is the job

  Lives for the job

  Relishes being on the job

  Gets immersed in job activities

15–21 Hard driving/Competitive (H) Is hardworking, highly competitive

  Is competitive in most aspects of life, sports, work, etc.

  Races against the clock

1–21 Total score (A) Total of S 1 J 1 H represents your global

  Type A behavior

Score ranges for total score are:

Score Behavior Type

122 and above Hard-core Type A

99–121 Moderate Type A

90–98 Low Type A

80–89 Type X

70–79 Low Type B

50–69 Moderate Type B

40 and below Hard-core Type B

Percentile Scores

Now you can compare your score to a sample of 

over 1,200 respondents.

Percentile Score Raw Score

Percent of Individuals

Scoring Lower Males Females

 99% ______140 ______132

 95% ______135 ______126

 90% ______130 ______120

 85% ______124 ______112

 80% ______118 ______106

 75% ______113 ______101

 70% ______108 ______ 95

 65% ______102 ______ 90

 60% ______ 97 ______ 85

 55% ______ 92 ______ 80

 50% ______ 87 ______ 74

 45% ______ 81 ______ 69

 40% ______ 75 ______ 63

 35% ______ 70 ______ 58

 30% ______ 63 ______ 53

 25% ______ 58 ______ 48

 20% ______ 51 ______ 42

 15% ______ 45 ______ 36

 10% ______ 38 ______ 31

 5% ______ 29 ______ 26

 1% ______ 21 ______ 21

 Loudspeaker: Ignition Minus 45 Minutes  

 Paul Keller tripped the sequence switches at control 

monitor 23 in accordance with the countdown in-

struction just to his left. All hydraulic systems were 

functioning normally in the second stage of  the 

spacecraft booster checkpoint 1 minus 45. Keller 

automatically snapped master control switch to 

GREEN and knew that his electronic impulse along 

with hundreds of  others from similar consoles 

within the Cape Canaveral complex signaled con-

tinuation of the countdown. 

    Case 

  Case 9.1: No Response from Monitor 23   
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   Free momentarily from data input, Keller leaned 

back in his chair, stretched his arms above his head, 

and then rubbed the back of his neck. The monitor 

lights on console 23 glowed routinely. 

   It used to be an incredible challenge, fantastically 

interesting work at the very fringe of man’s knowledge 

about himself and his universe. Keller recalled his first 

day in Brevard County, Florida, with his wife and 

young daughter. How happy they were that day. Here 

was the future, the good life . . . forever. And Keller 

was going to be part of that fantastic, utopian future.    

 Loudspeaker: Ignition Minus 35 Minutes  

 Keller panicked! His mind had wandered momen-

tarily, and he lost his place in the countdown in-

structions. Seconds later he found the correct place 

and tripped the proper sequence of  switches for 

checkpoint 1 minus 35. No problem. Keller snapped 

master control to GREEN and wiped his brow. He 

knew he was late reporting and would hear about it 

later. 

   Damn! he thought, I used to know countdown 

cold for seven systems monitors without countdown 

instructions. But now . . . you’re slipping Keller . . . 

you’re slipping, he thought. Shaking his head, Keller 

reassured himself  that he was overly tired today . . . 

just tired.    

 Loudspeaker: Ignition Minus 30 Minutes  

 Keller completed the reporting sequence for check-

point 1 minus 30, took one long last drag on his 

cigarette, and squashed it out in the crowded  ashtray. 

Utopia? Hell, it was one big rat race and getting big-

ger all the time. Keller recalled how he once naively 

felt that his problems with Naomi would disappear 

after they left Minneapolis and came to the Cape 

with the space program. Now, 10,000 arguments 

later, Keller knew there was no escape. 

   Only one can of  beer left, Naomi? One stinking 

lousy can of  beer, cold lunch meat, and potato 

salad? Is that all a man gets after 12 hours of mental 

exhaustion? 

   Oh, shut up, Paul! I’m so sick of you playing Mr. 

Important. You get leftovers because I never know 

when you’re coming home . . . your daughter hardly 

knows you . . . and you treat us like nobodies . . . 

incidental to your great personal contribution to the 

Space Age. 

   Don’t knock it, Naomi. That job is plenty impor-

tant to me, to the Team, and it gets you everything 

you’ve ever wanted . . . more! Between this house 

and the boat, we’re up to our ears in debt. 

   Now don’t try to pin our money problems on 

me, Paul Keller. You’re the one who has to have all 

the same goodies as the scientists earning twice 

your salary. Face it, Paul. You’re just a button-

pushing technician regardless of  how fancy a title 

they give you. You can be replaced, Paul. You can 

be replaced by any S.O.B. who can read and punch 

buttons.    

 Loudspeaker: Ignition Minus 25 Minutes  

 A red light blinked ominously indicating a potential 

hydraulic fluid leak in subsystem seven of stage two. 

Keller felt his heartbeat and pulse rate increase. 

Rule 1 . . . report malfunction immediately and stop 

the count. Keller punched POTENTIAL ABORT 

on the master control.    

 Loudspeaker: The Count Is Stopped at 
Ignition Minus 24 Minutes 17 Seconds  

 Keller fumbled with the countdown instructions. 

Any POTENTIAL ABORT required a cross-check 

to separate an actual malfunction from sporadic sig-

nal error. Keller began to perspire nervously as he 

initiated standard cross-check procedures. 

   “Monitor 23, this is Control. Have you got an ac-

tual abort, Paul?” The voice in the headset was cool, 

but impatient, “Decision required in 30 seconds.” 

   “I know, I know,” Keller mumbled, “I’m cross-

checking right now.” 

   Keller felt the silence closing in around him. Cross-

check one proved inconclusive. Keller automatically 

followed detailed instructions for cross-check two. 

   “Do you need help, Keller?” asked the voice in 

the headset. 

   “No, I’m O.K.” 

   “Decision required,” demanded the voice in the 

headset. “Dependent systems must be deactivated in 

15 seconds.” Keller read and reread the console data. 

It looked like a sporadic error signal . . . the system 

appeared to be in order. 

   “Decision required,” demanded the voice in the 

headset. “Continue count,” blurted Keller at last. 

“Subsystem seven fully operational.” Keller slumped 

back in his chair.    
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 Loudspeaker: The Count Is Resumed at 
Ignition Minus 24 Minutes 17 Seconds  

 Keller knew that within an hour after liftoff, Barksdale 

would call him in for a personal conference. “What’s 

wrong lately, Paul?” he would say. “Is there anything 

I can help with? You seem so tense lately.” But he 

wouldn’t really want to listen. Barksdale was the kind 

of person who read weakness into any personal prob-

lems and demanded that they be purged from the mind 

the moment his men checked out their consoles. 

   More likely Barksdale would demand that Keller 

make endless practice runs on cross-check proce-

dures while he stood nearby . . . watching and not-

ing any errors . . . while the pressure grew and grew. 

   Today’s performance was surely the kiss of death 

for any wage increase too. That was another of 

Barksdale’s methods of  obtaining flawless perfor-

mance . . . which would surely lead to another scene 

with Naomi . . . and another sleepless night . . . and 

more of  those nagging stomach pains . . . and yet 

another imperfect performance for Barksdale.    

 Loudspeaker: Ignition Minus 20 Minutes  

 The monitor lights at console 23 blinked routinely. 

“Keller,” said the voice in the earphone. “Report, 

please.” 

   “Control, this is Wallace at monitor 24. I don’t 

believe Keller is feeling well. Better send someone to 

cover fast!”    

 Loudspeaker: The Count Is Stopped at 
19 Minutes 33 Seconds  

 “This is Control, Wallace. Assistance has been dis-

patched and the count is on temporary hold. What 

seems to be wrong with Keller?” 

   “Control, this is Wallace, I don’t know. His eyes 

are open and fixed on the monitor, but he won’t re-

spond to my questions. It could be a seizure or . . . a 

stroke.”  

 Questions  
  1.   Is there any way of  avoiding the more serious 

manifestations (as with Paul Keller) of  pressure 

on the job? Explain.  

  2.   Are there any early warning signs given by em-

ployees under stress? If  so, what are they?  

  3.   What is the proper role of the supervisor here? 

Should he refer Keller to a professional counselor?       

 Source:  Robert D. Joyce,  Encounters in Organizational Behavior  

(New York: Pergamon Press, 1972), pp. 168–72.     
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 Groups and Teams   
 Learning Objectives 

 After completing Chapter 10, you should be 

able to: 

  •   Understand  that the term  group  can be 

viewed from a number of perspectives. 

  •   Identify  the elements in the process of 

group formation and development. 

  •   Describe  the stages of group formation. 

  •   Identify  several ways to guard against 

groupthink. 

  •   Discuss  relevant criteria for group 

 effectiveness. 

  •   Identify  the characteristics that distinguish 

a group from a team. 

  •    Describe  the differences between a 

self-managed work team and a virtual 

team. 

  •   Describe  the factors important to team 

 success.    

 The existence of groups can alter a person’s motivation or needs and can influence the 

behavior of people in an organizational setting. Organizational behavior is more than 

simply the logical composite of the behavior of separate individuals. It is not their sum or 

product but rather a much more complex phenomenon, a very important part of which 

is the group. This chapter provides a model for understanding the nature of groups in 

organizations. It explores various types of groups, the reasons for their formation, their 

characteristics, and some end results of group membership. It also focuses on a special 

form of groups—teams—that is playing an increasingly larger role in current organiza-

tional processes. The current understanding of teams builds on theories, research find-

ings, and applications of groups and their formation, maturity, and effectiveness. 

 Groups and teams are not the same. A  group  is two or more individuals interacting 

with each other to accomplish a common goal.  Teams  are mature groups with a degree 

of  member interdependence and motivation to achieve a common goal. Teams start 

out as groups, but not all groups become mature and interdependent or teams. 

 Teams and groups share many common characteristics. First, as already noted, 

they can be formed when two or more individuals interact. Second, both teams and 

groups provide structure for the work and interaction of their members. Third, their 

members can perform specific technical, leadership, problem-solving, and emotional 

roles. Last, members of groups and teams share a common goal(s). 

  Exhibit 10.1  presents some of the differences between groups and teams. Depth of 

commitment distinguishes groups and teams. Groups are accountable to a manager 

and are often randomly formed (e.g., hiring different people over time), resulting in a 

varied mix of skills. Teams are internally accountable to one another, and each mem-

ber’s skills complement those of the other team members. Group members create and 

share norms of performance and behavior. On the other hand, teams share a culture, 

a set of rituals and processes, and a philosophy in working together. 

     Teams over time develop synergy or a special energy by leveraging the creativity, actions, 

and behaviors of members. A team’s work and performance are said to be synergistic, or 

      group  
 Two or more individuals 

interacting to accom-

plish a common goal.     

      team  
 Mature group with 

member interdepen-

dence and motivation 

to achieve a common 

goal.     

   C H A P T E R  T E N 
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Reality Check

How much do you know about groups and teams?

1. A(n)  is a group of individuals who are working as a unit to complete a project or 

job assignment.

a. informal group

b. command group

c. task group

d. formal group

2. Assigning group members to a secretive research and development project that operates outside of 

normal company operations in order to create innovative products is known as a .

a. stealth operation

b. skunkworks

c. quiet development zone

d. basement barrier

3. In a manufacturing setting, employees whose performance is similar to the standard performance 

of other employees (i.e., group norm) who perform similar tasks are said to be operating in the 

.

a. zone of acceptance

b. zone of accomplishment

c. zone of goal achievement

d. zone of agreement

4. Making a group more homogeneous and smaller are two steps that can  group 

members.

a. increase conflict among

b. decrease the amount of communication between

c. have no effect on

d. increase group cohesion among

5. In a work setting, an employee who produces more than anyone else in the group is known as a 

.

a. zone hitter

b. rate-buster

c. norm expander

d. None of the above (a–c) are correct.

greater than the work and performance of individuals working alone on the team. For 

example, the now famous animation studio Pixar was so cash-strapped during its early 

years that it almost went out of business. 1  What saved the company? A six-person team at 

Pixar created several high-quality short films (one was awarded an Oscar in 1988) and 

commercials that brought in $2.1 million in revenue and attracted the attention of execu-

tives at Disney, ultimately leading to a joint venture between the two companies in 1991. 2  

Teams from both companies joined forces and released the blockbuster film  Toy Story , 

which was the highest-grossing film in 1995 earning $362 million worldwide. Since that 

time, Disney purchased Pixar for $7.4 billion but has been careful to preserve the creative 

team environment that has helped the Disney and Pixar partnership create such popular 

animated films as  Finding Nemo, The Incredibles, Cars, Ratatouille, Wall-E,  and  Up . 3  

 Another example of synergistic teamwork and performance is the trauma team at 

Ben Taub General Hospital, Houston’s busiest emergency room. 4  Physicians, nurses, 

aides, technicians, and specialists work on teams to treat life-and-death cases. Trauma 

teams are committed to saving lives under serious circumstances. Each member brings a 
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special set of skills to the trauma patient. There is no time for conflict, since collabora-

tion is essential for lives to be saved. Members of  the trauma team depend on each 

other and are accountable to each other. 

 As a team, the Ben Taub unit has acquired a local and national reputation for ac-

complishing exceptional results in saving patients. The synergistic results could be 

 accomplished only by a committed and dedicated team of professionals. 5  The trauma 

team is an actual example of the distinct characteristics and differences presented in 

Exhibit 10.1. Not all teams have such crucial life-and-death circumstances regularly 

facing them. Also, to effectively utilize teams in organizations, managers and leaders 

need to understand the distinctions illustrated in Exhibit 10.1.  

 The Nature of Groups  

 Groups are a pervasive part of modern life. All of us have been—and are—members of 

many different groups—school groups, work groups, family groups, social groups, reli-

gious groups. There are small groups and large groups, permanent groups and temporary 

groups, formal groups and informal groups. Some groups are successful, some are not. 

Some groups bring out the best in their members, while others may bring out the worst. 

These are just a few of the multitude of ways in which groups may be characterized. 

   As indicated earlier, the following definition of groups will be used throughout this chap-

ter: two or more individuals interacting with each other to accomplish a common goal. 

   One way of  viewing this definition is to think of  it in terms of  specifying three 

minimum requirements that must be met for a group to exist. The first requirement 

deals with size. There must be  two or more individuals  for there to be a group. One 

person does not constitute a group. Note that in this definition, while there is a mini-

mum size requirement, there is no maximum. 

   The second requirement specifies that there must be some form of  exchange or 

communication between these individuals. That is, they must  interact with each other  

in some manner. We usually think of interaction between group members as occurring 

in a face-to-face verbal exchange, but that does not have to be the case. In nominal 

groups (discussed in Chapter 14), for example, the members might never speak with 

one another; their only interactions are typically in writing. At a noisy construction 

site, the communication between a supervisor and an ironworker may only come in 

the form of  gestures, yet no one would suggest there was no important interaction 

 occurring. You can have a collection of  individuals who do not interact with one 

 another; they are just that—a collection of individuals, not a group. 

EXHIBIT 10.1
Comparison of 

Groups and Teams

Dimension Formal Work Group Team

Goals Works on common goals Total commitment to common goals

Accountability To manager To team members and team leader

Skill levels Random Complementary

Performance evaluation By manager By team members and team leader

Culture Marked by change Based on collaboration and goal 

 and conflict attainment

Performance outcomes Positive, neutral, or negative Synergistic or greater than 

  sum of members’ contributions

Definition of success By manager’s aspirations By members’ and team leader’s 

  aspirations



280 Part Three Group Behavior and Interpersonal Influence

   The final requirement in our definition of groups is that of  attempting to  accom-

plish a common goal.  If  there is no common goal or purpose, there is no group by our 

definition. A common goal is a goal toward which individual members are willing to 

work. For example, a common goal of most sports teams is to achieve a high enough 

level of teamwork to win the game. Yes, a team “star” can make a substantial contri-

bution to that victory, but it generally takes a team to win a game.    

 An Integrated Model of Group Formation and Development  

 Although every group is different, possessing its own unique attributes and dynam-

ics, it is also true that in many important ways groups tend to display similar pat-

terns of  evolution.  Exhibit 10.2  presents a model of  group formation and 

development that we will follow in discussing this important organizational behav-

ior and management topic. The model suggests that the end results of  group activity 

are shaped by a number of  antecedent variables, each category of  which we will 

 examine in this chapter. Each segment of  the model can (and, in reality, does) influ-

ence each of  the other segments. 

    Types of Groups  

 An organization has technical requirements that arise from its stated goals. The ac-

complishment of  these goals requires that certain tasks be performed and that em-

ployees be assigned to perform these tasks. As a result, most employees will be 

members of  a group based on their position in the organization. These are    formal 

groups   . Whenever individuals associate on a fairly continuous basis, there is a ten-

dency for groups to form whose activities may be different from those required by the 

      formal group  
 A group formed by 

management to ac-

complish the goals of 

the organization.     

EXHIBIT 10.2 A Model of Group Formation and Development

Feedback

Types of
Groups

Formal
   1. Command
   2. Task
   3. Team

Informal
   1. Interest
   2. Friendship

• Security need
   satisfaction

• Social need
   satisfaction

• Esteem need
   satisfaction

• Proximity and
   attraction

• Group goals

• Economic
   reasons

Stages
of Group
Development

1. Forming

2. Storming

3. Norming

4. Performing

5. Adjourning

Some Group
Characteristics

• Composition

• Status hierarchy

• Roles

• Norms

• Leadership

• Cohesiveness

End Results

• Performance

• Satisfaction

• Development

Reasons
for Group
Formation
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organization. These are    informal groups   . Both formal groups and informal groups, it 

will be shown, exhibit the same general characteristics. 

  Formal Groups 

 The demands and processes of  the organization lead to the formation of  different 

types of groups. Specifically, at least two types of formal groups exist: command and 

task. 

          Command Group 

 The    command group    is specified by the organization chart and is made up of the sub-

ordinates who report directly to a given supervisor. The authority relationship be-

tween a department manager and the supervisors, or between a senior nurse and her 

subordinates, is an example of a command group. 

           Task Group 

 A    task group    comprises the employees who work together to complete a particular 

task or project. For example, when an emergency call comes in to put out a warehouse 

blaze, firefighters in a city fire department are trained to deal with the situation by 

performing a variety of tasks. These activities create a situation in which several fire-

fighters must communicate and coordinate with one another to address the emergency 

situation. These required tasks and interactions facilitate the formation of  a task 

group. 6  Another example would be the nurses assigned to duty in the emergency room 

of a hospital; they constitute a task group, since certain activities (e.g., taking a medi-

cal history, triage assessment, assisting the physician, comforting the patient’s family, 

etc.) are required when a patient needs to be treated. 

    Informal Groups 

 Informal groups are natural groupings of people in work environments in response to 

social needs. In other words, informal groups are not deliberately created; they evolve 

naturally. Two specific types of informal groups are  interest  and  friendship.  The bound-

aries between these two types of groups often become blurred. For example, assume a 

group of employees from different departments of a company respond to a volunteer 

opportunity to serve the homeless at a nearby soup kitchen. This interest group evolves 

into a friendship group as a result of this bonding experience.  

 Interest Groups 

 Individuals who may not be members of the same command group, task group, or team 

may come together to achieve some mutual objective. Examples of    interest groups    in-

clude employees grouping together to present a unified front to management for more 

benefits and waitresses “pooling” their tips. Note that the objectives of  such groups 

are not related to those of the organization, but are specific to each group. 

   Friendship Groups 

 Many groups form because the members have something in common such as age, po-

litical beliefs, or ethnic background. These    friendship groups    often extend their interac-

tion and communication to off-the-job activities. 

         A distinction has been made between two broad classifications of groups—formal 

and informal. The major difference between them is that formal command and task 

groups and teams are designated by the formal organization as a means to an end. 

  informal group  
 A group formed by 

 individuals and devel-

oped around common 

interests and friend-

ships rather than 

around an organiza-

tional goal. 

  command group  
 A group of subordi-

nates who report to 

one particular man-

ager. The command 

group is specified by 

the formal organiza-

tion chart. 

      task group  
 A group of individuals 

who are working as a 

unit to complete a 

project or job task.     

      interest group  
 A group that forms be-

cause of some special 

topic of interest. Gen-

erally, when the inter-

est declines or a goal 

has been achieved, the 

group disbands.     

  friendship group  
 An informal group 

that is established in 

the workplace because 

of some common char-

acteristic of its mem-

bers and that may 

extend the interaction 

of its members to in-

clude activities outside 

the workplace. 
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Informal interest and friendship groups are important for their own sake. They satisfy 

a basic human need for association. If  employees’ affiliation patterns were docu-

mented, it would become rapidly apparent that they belong to numerous and often 

overlapping groups. Why so many groups exist is the question to which we turn next.      

 Why People Form Groups  

 Formal and informal groups form for various reasons. 7  Some of the reasons involve 

need satisfaction, proximity, attraction, goals, and economics. 

   One of the most compelling reasons people join groups is because they believe mem-

bership in a particular group will help them to satisfy one or more important needs.  Social 

needs,  for example, can be satisfied through groups that provide a vehicle for members to 

interact with one another. Indeed, it is difficult to imagine being able to fulfill general so-

cial needs without participating in at least some groups.  Security needs  may be partially 

met by membership in a group that acts as a buffer between employees and the organiza-

tional system. Without such a group, an individual may feel alone in facing organizational 

demands. This “aloneness” leads to a degree of insecurity that can be offset by group 

membership.  Esteem needs  may be partially met by belonging to a high-status or prestige 

group in which membership is difficult to obtain. An example would be the million-dollar 

roundtable in the life insurance business, or an honors organization in college. 

   Proximity and attraction are two related reasons people form groups.  Proximity  

involves the physical distance between employees performing a job. Walking distance, 

rather than straight-line distance, is a better predictor of  the amount of  interaction 

that will occur. It is much easier to interact with a co-worker 10 yards away and sepa-

rated by two desks than it is to interact with someone 1 yard away but separated by a 

wall.  Attraction  designates the attraction of people to each other because of percep-

tual, attitudinal, performance, or motivational similarity. Proximity makes it easier to 

determine areas of common attraction. Thus, both of these factors work together to 

facilitate group formation. 

    Group goals,  if  clearly understood, can be reasons people are drawn to a group. For 

example, an individual may join a group that meets after work to become familiar 

with a new personal computer system. Assume that this system is to be implemented 

in the work organization over the next year. The person who voluntarily joins the 

 after-hours group believes that learning the new system is a necessary and important 

goal for employees. 

   Finally, in many cases groups form because individuals believe they can derive greater 

 economic benefits  from their jobs if they organize. For example, individuals working at 

different points on an assembly line may be paid on a group-incentive basis where the 

production of the group determines the wages of each member. By working and coop-

erating as a group, the workers may obtain higher economic benefits. Or executives in a 

corporation may form a group to review executive compensation in hopes of increasing 

their own economic payoffs. Whatever the circumstances, the group members have a 

common interest—increased economic benefits—that leads to group affiliation.    

 Stages of Group Development  

 Groups learn just as individuals do. The performance of  a group depends both on 

individual learning and on how well the members learn to work with one another. For 

example, a new product committee formed for the purpose of developing a response 
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to a competitor may evolve into a very effective team, with the interests of  the com-

pany being most important. However, it may also be very ineffective if  its members are 

more concerned about their individual departmental goals than about developing a 

response to a competitor. This section describes some general stages through which 

groups evolve and points out the sequential development process involved. 8  

   One widely cited model of group development assumes that groups proceed through 

as many as five stages of  development: (1) forming, (2) storming, (3) norming, (4) 

performing, and (5) adjourning. 9  Although identifying the stage a group is in at a spe-

cific time can be difficult, it is nonetheless important to understand the development 

process. At each stage, group behaviors differ and, consequently, each stage can influ-

ence the group’s end results.  

 Forming 

 The first stage of group development is  forming,  and it is characterized by uncertainty 

(and, frequently, confusion) about the purpose, structure, and leadership of the group. 

Activities tend to focus on group members’ efforts to understand and define their ob-

jectives, roles, and assignments within the group. Patterns of interaction among group 

members are tried out and either discarded or adopted, at least temporarily. The more 

diverse the group is, the more difficult it is to maneuver through this stage and the 

longer it takes. That is why this is a particularly sensitive stage in the formation of 

multicultural groups. Generally, this stage is complete when individuals begin to view 

themselves as part of a group.

  Student group example: After being assigned a semester-long group project by their pro-

fessor, newly formed student groups meet to figure out how to get started on the project, 

who will do what task, etc.     

 Storming 

 The  storming  stage of group development tends to be marked with conflict and con-

frontation. This generally emotionally intense stage may involve competition among 

members for desired assignments and disagreements over appropriate task-related be-

haviors and responsibilities. A particularly important part of  storming can involve 

redefinition of the groups’ specific tasks and overall goals. 

   Individually, group members are likely to begin to decide the extent to which they 

like the group tasks and their degree of  commitment to them. While members may 

accept the group at one level, at another level they may resist the control the group 

imposes on them. Some group members may begin to withdraw during storming, 

making this stage a particularly critical one for group survival and effectiveness. It is 

essential that the conflict that typifies storming be managed, as opposed to being sup-

pressed. Suppression of conflict at this point is likely to create negative effects that can 

seriously hinder group functioning in later stages.

  Student group example: Group members argue over what to do about one of the five 

team members who missed two early (and important) meetings and deadlines.     

 Norming 

 While storming is marked by conflict and confrontation,  norming  is characterized by 

cooperation and collaboration. It is also the stage where group cohesion begins sig-

nificant development. There tends to be an open exchange of information, acceptance 

of differences of opinion, and active attempts to achieve mutually agreed-upon goals 
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and objectives. There is a strong degree of  mutual attraction and commitment and 

feelings of group identity and camaraderie. Behavioral norms are established and ac-

cepted by the completion of this stage, as are leadership and other roles in the group. 

(The specific important impact of norms on group functioning is addressed in a sub-

sequent section on group characteristics.)

  Student group example: Students have agreed upon key goals and objectives and have 

developed a true sense of “teamwork”; the leader is accepted and members have ac-

cepted their individual roles.     

 Performing 

 The fourth, and what may be the final stage, is performing.  Performing  is that stage 

where the group is fully functional. The group structure is set, and the roles of  each 

member are understood and accepted. The group focuses its energies, efforts, and 

commitments on accomplishing the tasks it has accepted. 

   For some groups, this stage marks the attainment of  a level of  effectiveness that 

will remain more or less constant. For others, the process of  learning and develop-

ment will be ongoing so that group effectiveness and efficiency continue. In the former 

case, group performance will be maintained at a level sufficient to ensure survival; in 

the latter case, the group will record increasingly higher levels of achievement. Which 

way any particular group will go will depend on a number of variables; in particular, 

how successfully the group completed earlier development stages.

  Student group example: Group members and the group leader perform their tasks effec-

tively and make a great deal of progress toward achieving their goals and objectives.     

 Adjourning 

 The  adjourning  stage involves the termination of  group activities. Many groups, of 

course, are permanent and never reach the adjourning stage. For temporary groups, 

however, such as committees, project groups, task forces, and similar entities, this 

stage includes disbandment. Customary task activities are complete and the group 

focuses on achieving closure. This stage can be marked by very positive emotions 

centering on successful task accomplishment and achievement. It may also be a 

source of  feelings of  loss, disappointment, or even anger. The latter may be especially 

true in the case of  permanent groups that fail to survive because of  organizational 

downsizing, merging, or bankruptcy. Increasingly, adjournment is becoming an ex-

pected stage of  group development, however. Many organizations are relying on tem-

porary groups for problem-solving tasks and product development. Hewlett-Packard 

and 3M are two examples of  companies using temporary groups. At these organiza-

tions, project teams may have a life cycle ranging from less than a month to several 

years. 

   Not all groups progress smoothly and predictably through these stages. Numerous 

factors can either hinder or facilitate the process. For example, if  new members are 

constantly entering the group while others are leaving, the group may never complete 

the performing stage. Other factors that may influence the pattern of group develop-

ment include the context or environment in which the group operates and group mem-

bers’ awareness of time and deadlines.

  Student group example: The group completes the assignment and submits it to the pro-

fessor for a grade. After final exams are over, the group gets together for pizza to cele-

brate the successful completion of the project.       
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 Characteristics of Groups  

 As groups evolve through their various stages of  development, they begin to exhibit 

certain characteristics. To understand group behavior, you must be aware of  these 

general characteristics. Some of the more important ones are composition, status hi-

erarchy, roles, norms, leadership, and cohesiveness.  

 Composition 

 Group composition relates to the extent to which group members are alike. Members 

of a  homogeneous group  share a number of similar characteristics. Characteristics may 

be demographic (race, gender, socioeconomic background, education, age, or cultural 

origin), personality, skills and abilities, or work experience, to name just a few. A  het-

erogeneous group,  on the other hand, is composed of individuals who have few or no 

similar characteristics. 

   Group composition can be extremely important because it can influence a num-

ber of  other characteristics and outcomes. All else being equal, for example, homo-

geneous groups are likely to be more cohesive than heterogeneous ones. On the other 

hand, heterogeneous groups may outperform homogeneous ones in certain situa-

tions because they have a richer variety of  knowledge, information, and experience 

to draw upon. 10  As organizational diversity increases, at least with respect to demo-

graphic characteristics, groups will become more heterogeneous in composition. 

While this offers numerous opportunities for increasing group performance, it also 

makes the effective management of  groups a more challenging task. 11  Sometimes 

explicit decisions to include individuals with certain characteristics in the composi-

tion of  a group can have unintended consequences, as this chapter’s You Be the 

Judge demonstrates.   

 Status Hierarchy 

  Status  and  position  are so similar that the terms often are used interchangeably. The 

status assigned to a particular position is typically a consequence of certain character-

istics that differentiate one position from other positions. In some cases, a person is 

given status because of such factors as job seniority, age, or assignment. For example, 

the oldest worker may be perceived as being more technically proficient and is attrib-

uted status by a group of technicians. Thus, assigned status may have nothing to do 

with the formal status hierarchy. 

   The status hierarchy, and particularly the deference paid to those at the top of the 

hierarchy, may sometimes have unintended—and undesirable—effects on perfor-

mance. A vivid example occurred several years ago when a commercial jetliner ran out 

of fuel and landed short of the runway in Portland, Oregon, killing 10 of the 189 per-

sons aboard. The plane ran out of fuel while flight members were preoccupied with a 

landing-gear problem that had forced them to circle Portland for some time. The Air 

Transportation Safety Board’s report of the accident showed that both the copilot and 

the flight engineer knew the fuel situation was becoming critical, but they did not do 

enough to warn the captain. A study of the transcript of the cockpit conversation that 

took place before the crash confirms that warnings were made but were subtle, gentle, 

and extremely deferential to the senior captain in his position at the top of the status 

hierarchy. 12   
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    Roles 

 Each position in the group structure has an associated role that consists of the behav-

iors expected of the occupant of that position. 13  For example, the director of nursing 

services in a hospital is expected to lead, organize, and control the entire nursing de-

partment. The director is also expected to assist in preparing and administering the 

budget for the department. A nursing supervisor, on the other hand, is expected to 

supervise the activities of nursing personnel engaged in specific nursing services such 

as obstetrics, pediatrics, and surgery. These expected behaviors generally are agreed on 

not only by the occupants, the director of nursing, and the nursing supervisor, but also 

by other members of the nursing group and other hospital personnel. 

   In addition to an  expected role  there are also perceived and enacted roles. The  per-

ceived role  is the set of behaviors that a person in a position believes he or she should 

enact. As discussed in Chapter 4, perception can be distorted or inaccurate. The  en-

acted role,  on the other hand, is the behavior that a person actually carries out. Thus, 

three possible role behaviors can result. Conflict and frustration may arise from differ-

ences in these three role types. In fairly stable or permanent groups, there typically is 

good agreement between expected and perceived roles. When the enacted role deviates 

too much from the expected role, the person either can become more like the expected 

role or leave the group. 

   Through membership in different groups, individuals perform multiple roles. For 

example, first-line supervisors are members of  the management team but also are 

members of the group of workers they supervise. These multiple roles result in a num-

ber of expected role behaviors. In many instances, the behaviors specified by the differ-

ent roles are compatible. When they are not, however, the individual may experience 

role conflict. In the case of first-line supervisors, for example, top management has a 

set of expectations that stresses the supervisor’s role in the management group. How-

ever, the supervisor is part of the group she is supervising and may have close friend-

ship ties with the other members of  the group, who may be former working peers. 

Similarly, a physician placed in the role of hospital administrator also may experience 

this type of role conflict. Sometimes, the conflict is between the individual’s role as a 

work group member on the one hand and a member of the larger organizational group 

on the other.   

USING GENDER TO INCREASE WORK 

GROUP DIVERSITY

Southwood Psychiatric Hospital is a treatment facility with 

an emphasis on the treatment of emotionally disturbed and 

sexually abused children. When hospital management reas-

signed a female child care specialist to the night team (the 

night team works from 11 p.m. to 7 a.m.), she was very upset. 

The specialist characterized the new assignment as being 

less desirable than assignment to the day-treatment team.

Hospital management assigned her to the night team be-

cause she was female and the night-treatment team was not 

very diverse; in fact, it was made up of all men. Recently, 

some female patients had indicated they were uncomfortable 

asking male specialists to assist them with certain needs dur-

ing the night (e.g., going to the restroom, getting changed into 

pajamas, etc.). Hospital management, in an effort to make 

these female patients feel more comfortable, reassigned the 

female child care specialist to night duty.

Was this a reasonable way for Southwood Psychiatric Hos-

pital to increase work group diversity? Do you think that this 

transfer will affect the reassigned female child care specialist’s 

attitude toward her job, patients, or hospital management?

Y O U  B E  T H E  J U D G E
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 Norms 

    Norms    are the standards shared by members of a group, and they have certain charac-

teristics that are important to group members. First, norms are formed only with re-

spect to things that have significance for the group. They may be written, but very 

often they can be verbally communicated to members. In many cases they may never 

be formally stated but somehow are known by all group members. If  production is 

important, then a production norm will evolve. If  helping other group members com-

plete a task is important, then an assistance norm will develop. Conversely, if  these are 

not important concerns to the group, no standards for appropriate behavior in these 

areas will evolve; group members will be free to behave in whatever manner seems 

reasonable to them. 

   Second, norms are accepted in various degrees by group members. Some norms are 

completely accepted by all members, while other norms are only partially accepted. 

For example, research suggests that employees’ behavior can be influenced by an 

overly permissive group norm regarding absenteeism; basically, these employees will 

be absent more often than employees who are more concerned about the consequences 

of excessive absenteeism. 14  

   Third, norms may apply to every group member, or they may apply to only some 

group members. For example, every member may be expected to comply with the pro-

duction norm, while only group leaders may be permitted to disagree verbally with a 

management directive. 

   Groups develop norms for regulating many different aspects of their members’ be-

havior. 15  For example, research suggests that positive feelings such as the joy and con-

tentment of group members can create a group norm whereby the group is positive and 

upbeat. 16  Positive group affect has been shown to reduce group members’ absenteeism 

and conflict while enhancing cooperation, performance, and member well-being. 17  In 

work groups, however, the most common norm relates to productivity, and group pro-

ductivity norms specify “acceptable” production behavior. It is important to under-

stand that the group’s perception of what is an acceptable level of production may be 

significantly different from management’s perception. The group’s production norm 

may differ from management’s for a number of reasons, including a fear of rate-cutting 

if  production is too high or a fear of reprisal if  production falls too low. 

    Exhibit 10.3  illustrates where a group’s production norm might fall on a productiv-

ity continuum. The zone of acceptance depicted in the exhibit represents minor devia-

tions above and below the norm that would be deemed acceptable to the group. Group 

members greatly exceeding the norm might be referred to as rate-busters, while those 

producing well below group expectations might be known as slackers. 

  Norm Conformity 

 An issue of  concern to managers is why employees conform to group norms. 18  This 

issue is especially important when a person with skill and capability is performing 

significantly below his or her capacity so that group norms are not violated. A number 

of variables may influence conformity to group norms. The  personal characteristics  of  

the individual play a role. For example, research indicates that persons of high intelli-

gence are less likely to conform than less intelligent individuals, and authoritarian 

personality types conform more than do nonauthoritarians. 19   Situational factors,  such 

as group size and structure, may influence conformity. For example, conformity may 

become more difficult in larger groups or in those whose members are geographically 

separated.  Intergroup relationships,  which include such factors as the kind of pressure 

      norms  

 The standards of 

 behavior shared by 

members of a group.     



288 Part Three Group Behavior and Interpersonal Influence

the group exerts and the degree to which the member identifies with the group, are 

another potentially important variable. 

 The degree of conformity with group norms may also be influenced by cultural fac-

tors. Some cultures with a more collective tradition may place greater emphasis on the 

group and on conformity with norms than might cultures with a more individualistic 

orientation. Typical examples of  these two orientations are Japan and the United 

States. Groups have traditionally played a far greater role in Japanese society than 

they have in the United States.    

 Leadership 

 The leadership role is an extremely crucial characteristic of groups as the leader exerts 

influence over the other members of  the group. 20  In the formal group the leader can 

exercise legitimately sanctioned power. That is, the leader can reward or punish mem-

bers who do not comply with the orders or rules. Sometimes, however, there is no sin-

gle formal leader, even in a formal group. Such a condition may exist in the case of 
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autonomous work groups. Self-managed teams, for example, may collectively share 

leader duties among the group members. At Volvo’s plant in  Uddevalla, Sweden, for 

example, production of the Volvo 940 luxury sedan is carried out by teams that do not 

have a supervisor. Each team handles its own production scheduling and quality con-

trol operations. Even hiring decisions are made by the team as a whole. The Global 

OB describes a similar situation at Texas Instruments Malaysia. 

   The leadership role also is a significant factor in an informal group. The person 

who becomes an informal group leader generally is viewed as a respected and high-

status member who embodies the values of the group, aids the group in accomplishing 

its goals, and enables members to satisfy needs. Additionally, the leader is the choice 

of group members to represent their viewpoint outside the group and usually is con-

cerned with maintaining the group as a functioning unit.  

    Cohesiveness 

 Formal and informal groups seem to possess a closeness or commonness of attitude, 

behavior, and performance. This closeness has been referred to as  cohesiveness.  

 Cohesiveness typically is regarded as a force. It acts on the members to remain in a 

group and is greater than the forces pulling the members away from the group. A cohe-

sive group, then, comprises individuals who are attracted to one another. A group that 

is low in cohesiveness does not possess interpersonal attractiveness for the members. 

   Since highly cohesive groups are composed of individuals who are motivated to be 

together, management tends to expect effective group performance. This logic is not 

supported conclusively by research evidence. In general, as the cohesiveness of a work 

group increases, the level of  conformity to group norms also increases. But these 

norms may be inconsistent with those of the organization. 

NO BOSSES LEFT AT TEXAS INSTRUMENTS 

MALAYSIA

Because of the demographics of Malaysia and the shortage of 

highly skilled professional workers, Texas Instruments Malaysia 

(TIM) needed to find a new way to recruit, reward, and retain 

staff. The answer was to push job responsibility to the lowest 

level. The move to do so eliminated group leaders.

Since TIM was formed in 1972 to produce integrated circuits 

(it now produces more than 3 million a day), it has relied heavily 

on group and team structures. Early manifestations of this took 

the form of quality improvement teams as TIM adopted total qual-

ity management practices. By the late 1980s TIM managers be-

gan to put operator self-control into practice. They did this in two 

ways: first by teaching operators how to recognize problems and 

arrive at solutions; and second by giving them the responsibility, 

discretion, and authority to do something about a problem when 

they discovered one.

From there it became a logical progression to move toward 

eliminating group leaders. By 1992 nearly 90 percent of TIM work-

ers were members of self-managed teams. Today that figure is 

virtually 100 percent. All day-to-day responsibility for business 

operating decisions such as stock control, quality, cost, delivery, 

and service is in the hands of the teams. Line managers have 

become a thing of the past. Indeed, the only formal leaders left at 

TIM are senior executives in control of strategy and finance. 

Such employee empowerment has been achieved by sharing in-

formation with workers and replacing a hierarchical manage-

ment culture with one that is based on self-management.

Getting rid of the bosses has saved TIM $50 million in quality 

improvements over 10 years; productivity per employee has gone 

through the roof; production cycle time has been reduced by half; 

and absenteeism and tardiness records have dramatically im-

proved. With increased productivity, increased profitability, and 

decreased organizational bureaucracy, TIM seems to be both a 

worker’s and a management paradise.

Sources: W. Alan Randolph and Marshall Sashkin, “Can Organizational 

Empowerment Work in Multinational Settings?” Academy of Manage-

ment Executive 16, no. 1 (2002), pp. 102–15; and “Bosses Not Instrumental 

at Texas Instruments,” Journal of Management Development, September 

1995, pp. 29–31.

G L O B A L  O B



290 Part Three Group Behavior and Interpersonal Influence

   There are, of course, numerous sources of attraction to a group. These might include:

   1.   The goals of the group and the members are compatible and clearly specified.  

  2.   The group has a charismatic leader.  

  3.   The reputation of the group indicates that the group successfully accomplishes its tasks.  

  4.   The group is small enough to permit members to have their opinions heard and 

evaluated by others.  

  5.    The members are attractive in that they support one another and help one another 

overcome obstacles and barriers to personal growth and development. 21      

 Cohesiveness and Performance 

 The concept of cohesiveness is important for understanding 

groups in organizations. 22  The degree of  cohesiveness in a 

group can have either positive or negative effects, depending 

on how group goals match those of  the formal organiza-

tion. 23  In fact, four distinct possibilities exist, as illustrated 

in  Exhibit 10.4 . 

 Exhibit 10.4 indicates that if  cohesiveness is high and the 

group accepts and agrees with formal organizational goals, 

then group behavior probably will be positive from the for-

mal organization’s standpoint. However, if  the group is 

highly cohesive but has goals that are not congruent with 

those of  the formal organization, then group behavior 

probably will be negative from the formal organization’s 

perspective.  

  Exhibit 10.4 also indicates that if  a group is low in cohe-

siveness and the members have goals that are not in agree-

ment with those of  management, then the results probably 

will be negative from the standpoint of  the organization. 

Behaviors will be more on an individual basis than on a 

group basis because of  the low cohesiveness. On the other 

hand, it is possible to have a group low in cohesiveness, 

where the members’ goals agree with those of  the formal 

organization. Here, the results probably will be positive, al-

though again more on an individual basis than on a group 

basis. 

 From a managerial perspective, it may sometimes be de-

sirable to alter the cohesion of a work group. If  the group 

has high productivity norms, for example, but is not particu-

larly cohesive, increasing cohesiveness can be very beneficial. 

EXHIBIT 10.4 The Relationship between Group Cohesiveness and Organizational Goals

  Agreement with Organizational Goals

  Low High

Degree of Low Performance probably oriented away  Performance probably oriented toward

Group  from organizational goals organizational goals

Cohesiveness High Performance oriented away from  Performance oriented toward

  organizational goals organizational goals

INCREASING GROUP COHESION

As a manager, you may find that members of your 

work group aren’t getting along as well as they 

should. To improve cooperation within the group 

and its overall productivity, you may want to in-

crease the cohesion level of the group. Some 

strategies for increasing group cohesion include:

1. Reaching joint agreement on group goals.

2. Making the group more homogeneous in its 

composition.

3. Increasing the frequency of interaction 

among group members.

4. Making the group smaller (decrease number 

of members).

5. Physically and/or socially isolating the 

group from other groups.

6. Allocating rewards to the group rather than 

to individuals.

7. Giving the group and group members more 

responsibility and resources to accomplish 

its goals.

To decrease group cohesion, do the opposite 

of the strategies above (e.g., induce disagree-

ment on group goals, make the group more het-

erogeneous, etc.).

Management Pointer
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Increasing cohesion may bring about increased performance, as well as contribute to 

group members’ satisfaction. The nearby Management Pointer suggests ways to in-

crease group cohesion. 

 Sometimes  decreasing  cohesion may be in the best interest of  the organization. A 

group whose goals are counter to those of the larger organization would be an exam-

ple. This could occur during periods of labor unrest or while the organization is expe-

riencing an external threat such as a hostile takeover. Or it may simply be a need to 

offset the negative effects of groupthink (discussed below). 

 Attempts to alter the cohesiveness of  any group may not work; the opposite of 

what was intended may be the result. This is particularly true when reducing cohesion 

is being attempted. The group may see the effort as a threat, which may increase cohe-

siveness as the group unites to defend itself. Managers should exercise great care in 

deciding whether to influence the cohesion of work groups.   

 Groupthink 

 Why did so many financial experts miss the signs of  the collapse of  the housing 

bubble and financial crisis? With few exceptions, most of  the key leaders and execu-

tive teams from large financial firms such as Bear Stearns, Lehman Brothers, and 

Merrill Lynch did not act on early information that suggested a major meltdown 

was imminent. 24  In hindsight, early warning signs were there. For example, Warren 

Buffett, the investment guru, came out in 2002 against the use of  complicated deriva-

tives. Also, Edward Gramlich, the governor of  the Federal Reserve in 2001, com-

plained about predatory lenders who were giving mortgages to buyers who could 

not afford them. 25  Unfortunately, financial service firm leaders and government reg-

ulators, as a group, decided to ignore these signals and to continue behaving as if  the 

ride would never end. 

 Highly cohesive groups are important forces in influencing organizational behav-

ior. One author has provided a provocative analysis of  highly cohesive groups. 26  In 

his book, Irving Janis analyzed foreign policy decisions by a number of  presidential 

administrations and concluded that those made by such groups often included a 

decision-making process he called  groupthink.  Janis defines    groupthink    as the “dete-

rioration of  mental efficiency, reality testing, and moral judgment” in the interest of 

group solidarity. 27  According to Janis, groups suffering from groupthink tend to 

 display a number of  common characteristics. Among these characteristics are the 

following: 

      Illusion of invulnerability.  Group members collectively believe they are invincible.  

     Tendency to moralize.  Opposition to the group’s position is viewed as weak, evil, 

or unintelligent.  

     Feeling of unanimity.  All group members support the leader’s decisions. Members 

may have reservations about decisions but do not share these views. Rather than ap-

pearing weak, members keep dissenting views to themselves. This indicates how the 

pressure toward group solidarity can distort the judgment of individual members.  

     Pressure to conform.  Formal and informal attempts are made to discourage dis-

cussion of divergent views. Groups exert significant pressure on individual mem-

bers to conform.  

     Opposing ideas dismissed.  Any individual or outside group that criticizes or opposes 

a decision receives little or no attention from the group. Group members tend to 

show strong favoritism toward their own ideas in the manner by which information 

is processed and evaluated, thereby ensuring that their own ideas will win out.   

      groupthink  
 The deterioration of 

the mental efficiency, 

reality testing, and 

moral judgment of the 

individual members of 

a group in the interest 

of group solidarity.     
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 The ramifications of groupthink can be quite severe. Some researchers believe that 

the final “go/no go” decision at the time of the launch of the doomed space shuttle 

Challenger on January 28, 1986, was influenced by groupthink. 28  The findings of 

other research contradict this belief  and report that the tragedy had nothing to do 

with groupthink, but rather was a result of two key symptoms related to the tragedy: 

(1) excessive faith in the established system, and (2) a short-range and self-interested 

preoccupation with meeting objectives and goals. 29  

 Certainly, some level of group cohesiveness is necessary for a group to achieve of-

ten complex organizational goals and objectives. If  seven individuals from seven dif-

ferent organizational units are responsible for a task, the task may never be completed 

effectively. 30  The point, however, is that more cohesiveness may not necessarily be bet-

ter. While members of task groups may redefine solving a problem to mean reaching 

agreement rather than making the best decision, members of  cohesive groups may 

redefine it to mean preserving relations among group members and preserving the 

 image of  the group. Some research suggests that, even among highly cohesive work 

groups, groupthink is not a factor if  the group is composed of  highly dominant 

 individuals. 31  

 Janis suggests that groups can guard against groupthink in several ways, including:

   1.   Encourage the group to state objections and doubts.  

  2.   Leader should avoid taking sides or (prematurely) endorsing a particular course of 

action.  

  3.   Break the group into subgroups to work on the same problem and then share the 

proposed solutions with the group.  

  4.   Invite in outside experts to give feedback on group processes and proposed 

solutions.  

  5.   Assign a group member to play devil’s advocate so that important objections are 

raised.         

 End Results  

 Groups exist to accomplish objectives. In the case of work groups, those objectives are 

generally related to the performance of  specific tasks, which in turn are designed to 

result in attainment of formal organizational outcomes. Measurable production (e.g., 

number of units assembled, percent of market captured, number of customers served) 

is perhaps the most obvious, but certainly not the only, end result of  work group 

 activities. 

   While some form of production output (goods, services, ideas, etc.) is typically an 

important measure of group performance and effectiveness, it is not the only consid-

eration. Organizational researcher Richard Hackman identifies three important crite-

ria of group effectiveness: 32  

  1.   The extent to which the group’s productive output meets the standards of quantity, 

quality, and timeliness of the users of the output. For example, a group that pro-

duced a product that was unacceptable to a customer could not be considered effec-

tive no matter what the group or others thought about the product.  

   2.   The extent to which the group process of actually doing the work enhances the 

 capability of group members to work together interdependently in the future. This 

suggests that even though the group might produce a product meeting the  standards 
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mentioned in the first criterion, if  that end result was obtained in a manner de-

structive to future working relationships, the group is not effective. The fact that a 

group is a temporary one, such as a task force or project team, does not negate the 

importance of this criterion of effectiveness.  

   3.   The extent to which the group experience contributes to the growth and well-being 

of  its members. This criterion relates to the end results of  development and 

 satisfaction, which were specified in Exhibit 10.2. It is not necessary for a group 

to have member development and satisfaction as a stated objective for this to be 

a legitimate test of  group effectiveness. When group participation does not 

 contribute to personal or professional development and/or does not lead to any 

personal need satisfaction, this may have negative consequences. It suggests 

group productivity may not continue over an extended period, and it may have 

implications for the quality of  group members’ participation in subsequent 

groups.    

   These criteria are important ones for virtually any work group. However, they are 

particularly relevant for assessing the effectiveness of self-managed teams (SMTs). It 

is critical that SMTs enhance the capabilities of their members to work together inter-

dependently in the future. Similarly, team member growth and well-being are equally 

necessary ingredients for SMT success.    

 Teams  

 As indicated at the start of this chapter, a team is viewed as a mature group compris-

ing people with interdependence, motivation, and a shared commitment to accomplish 

agreed-upon goals. Admittedly, the distinction between a team and a group can be 

arbitrary and is sometimes vague. A total commitment to common goals and account-

ability to the team is what makes a team stand out and distinguish itself  from imma-

ture, developing groups. 

   The use of teams has increased so significantly in U.S. organizations for a number 

of reasons. To a certain extent it has been triggered by the belief  that teams have been 

an important contributor to Japan’s economic accomplishments. 33  Additional reasons 

have to do with specific perceived benefits derived from using teams. These include 

potential quality improvements; enhanced productivity gains from bringing individu-

als with complementary skills together; and organizational restructuring efforts, par-

ticularly those with the objective of flattening the structure. Finally, many companies 

are moving to teams in response to other firms’ success stories. The phenomenal suc-

cess of Microsoft Corporation is attributed in part to its extensive use of software re-

search and development teams, a point not lost on other firms in the industry that 

have implemented the same practice.  

 Types of Teams 

 There is no standard classification system for describing different types of teams. Dis-

tinctions among teams can be made on the basis of size, composition, organizational 

level, duration (temporary versus permanent), objectives, and potential contribution 

to organizational performance, to name only a few distinguishing characteristics. We 

will use a number of  these to categorize important types of  teams in organizations 

today—problem-solving teams, research and development teams, and the previously 

mentioned self-managed teams (SMT).  
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 Problem-Solving Teams 

 As the name implies, problem-solving teams are formed to deal with problems. The 

problem may be very specific and known, or the team may be set up to deal with po-

tential future problems that have not yet been identified. In the former case, the team 

is usually of temporary duration. It is put together to deal with a current problem and 

then dissolved. The life span of such teams may vary from a few days to many months, 

occasionally a year or longer. 

 Quality circles are examples of permanent problem-solving teams. A    quality circle    is 

a team of employees committed to recommending and implementing work and product 

improvements and solving quality-related problems. Circles typically comprise 6 to 12 

employees who perform related jobs. Circle members are usually trained in group pro-

cesses (for example, structured techniques for diagnosing problems and brainstorming). 34  

A recent analysis of 36 research studies that focused on quality circles found that such 

participative techniques have a positive impact on employee performance. 35  Temporary 

or permanent problem-solving teams are increasingly being used by organizations that 

realize teams can significantly outperform individuals in many situations. 36  AT&T, for 

example, has effectively used problem-solving teams to address customer needs, result-

ing in quicker response time and increased customer satisfaction. 

   Cross-Functional Teams 

 A cross-functional team is one consisting of  members from different functional de-

partments (e.g., engineering, accounting, human resources, marketing). This type of 

team forms to address a specific problem. In most cases team members come from 

different departments and different levels (managers and nonmanagers). Organiza-

tions have used cross-functional, boundary-spanning teams for years. For example, at 

Caterpillar’s tractor division, cross-functional teams working on product design and 

testing include a product designer, engineers, purchasing and marketing members, as-

sembly workers, and even suppliers. 37  

 At Boeing, a cross-functional team of specialists is stationed in one location to over-

see the global production network of the company’s twin-engine, long-haul 787 air-

crafts. The supply chain originates in Japan and crosses North America, Europe, 

Russia, India, Australia, and ends in China. 38  

 Using the skills, competencies, and experience of  individuals from diverse areas 

within a firm can increase camaraderie, trust, and performance. However, cross-

functional teams may take time to become effective. Building trust and commitment 

in cross-functional teams is challenging because of  previous impressions, attitudes, 

and relationships that are formed before the team is assembled.   

 Virtual Teams 

 A popular response to increasing competition, the need for faster decisions, and techno-

logical advancements has been the creation of virtual teams. Working across distances 

via e-mail, desktop and real-time conferencing, videoconferencing, electronic bulletin 

boards, and other technologies is challenging for leaders. Virtual teams can be connected 

via computer and telecommunications technology. A    virtual team    is defined as a number 

of people geographically separated who are assembled by using various technologies to 

accomplish specific goals. A virtual team’s membership rarely meets face to face. 

 Virtual teams can meet without concern for space, time, or physical presence. Team 

members use communications links to perform their work, individual and team tasks, 

and roles. Companies such as Hewlett-Packard, IBM, Compaq, and Procter & 

Gamble have partially or fully eliminated traditional offices for providing customer 

services. Virtual teams work together to accomplish a wide range of tasks, including 
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responding to customer requests, complaints, and suggestions. 39  A developer of tele-

communication support systems, GlobeCOM is headquartered in New York but has 

satellite offices in more than 100 countries. The company has created over 50 virtual 

teams to design hardware and software applications, and to provide support for cus-

tomers across five continents. 40  

 The efficient and successful use of technology is one of a number of important fac-

tors contributing to the success of  virtual teams. Possible technologies to use with 

virtual teams include desktop videoconferencing systems, collaborative software sys-

tems, smart phones, and Internet/intranet systems. 41  Each technology needs to be 

evaluated in terms of  its effectiveness and cost benefits regarding the generation of 

ideas and plans, solving routine and complex problems, and negotiating interpersonal 

or other forms of conflict. 

 As virtual team members interact, it is important for leaders to coach, build trust, 

evaluate performance, and provide feedback. 42  Since the virtual team is geographically 

dispersed and uses technology links, leaders are challenged in performing their moti-

vational team-building supportive roles. Virtual team members performing work any-

time, anyplace are difficult to lead and manage in the traditional sense. Those charged 

with leading virtual teams must be technologically linked to members and must be 

willing to permit a great deal of  autonomy and decision-making independence to 

members. 43  The hierarchical command and control process is minimized when using 

virtual teams. Virtual team members must be self-reliant but remain connected to and 

knowledgeable about the goals of the organization. 

 The dispersion of virtual team members creates a challenge for leaders in terms of 

creating a sense of team. 44  Something intangible is lost when team members do not have 

the opportunity to work and meet face to face. The use of Lotus Notes as a collabora-

tive tool is an attempt to bring about a team feeling. Team members connect to elec-

tronic discussions to learn about policies, strategies, and expertise. Whether Lotus Notes 

can address the loss of personal contact is subject to debate and empirical study. 45  

 An empirical study of the development of trust in 29 global virtual teams that were 

connected via e-mail provided interesting findings. The highest level of  trust among 

virtual teams pointed to three traits. First, members began their interactions with non-

work social interactions, providing personal background information. Second, each 

member had a set of clear task roles. Third, all team members demonstrated positive 

attitudes. The study also illustrated that low-trust virtual teams were less productive 

than high-trust virtual teams. 

 The new competitive pressures and challenges for increased worker autonomy, em-

powerment, and work–life balance suggest that virtual teams and telecommuting 

(work carried out in a remote location away from a main office, factory, or plant) are 

a reality. By permitting employees to telecommute, companies such as Cisco Systems, 

Sun Microsystems, Deloitte, IBM, and Google have saved costs either through lower 

turnover, higher productivity, or reduced real estate costs. 46  The use of computers and 

telecommunication technology (e.g., BlackBerry) is likely to increase the dispersion 

and connectivity of employees. About 8 million American employees already telework, 

and a large percentage of  individuals express a desire to have this option. 47  Virtual 

teams and virtual offices (usually at home) are very likely to become even more sig-

nificant. New ways to effectively manage and lead organizations with virtual work 

arrangements need to be examined and studied. Ford Motor Company and Delta 

Airlines in February 2000 announced that any employee wanting one would be pro-

vided a personal computer for home use. These two firms believe that computer use, 

wherever it occurs, can benefit the performance of  individuals working in the tradi-

tional setting or in a virtual arrangement. 48  
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 The above Organizational Encounter indicates that teleworking is not always easy 

or successful.  

    Research and Development Teams 

 Research and development (R&D) teams are used to develop new products. Their use 

is most extensive in high-tech industries such as aviation, electronics, and computers. 

R&D teams are usually composed of representatives of  many different departments 

or functions in the organization, making them cross-functional in nature. For example, 

VIRTUAL WORK ARRANGEMENT 

ISSUES TO CONSIDER
Virtual employees? They’re part of the mainstream now. But work-

ing from home hasn’t been the panacea for work–life balance that 

many of us thought it was going to be. In fact, says Christena 

Nippert-Eng, an associate professor of sociology, the anxiety level 

has increased. “We feel less able than ever to place appropriate 

boundaries around the workday, while at the same time, we real-

ize the need for those boundaries more than ever before.”

Fascinated by the rituals of today’s overconnected and under-

rested workers, Nippert-Eng has been exploring the boundaries—or 

the lack thereof—of the American workplace. She has come up 

with a couple of new species. Are you an integrator? They’re the 

ones who have a single date book for their business and personal 

appointments and have desks littered with family snapshots. A 

segmenter? They’d rather be tortured than disclose the name of 

their cat to an office worker or have their work keys on the same 

ring as their home keys.

Overall, though, the new world of 24/7 work is becoming more 

integrationist, and that will have implications for people and com-

panies. In an interview with Fast Company, Nippert-Eng talked 

about the future of the virtual workplace.

Why Don’t More People Feel Better about Working at Home?

“Telecommuting is a move toward integration: the home broad-

band hookup to the office network and the wireless remote ac-

cess to the e-mail server. But we are still a heavily segmenting 

culture. People are glad they are home when the kids get home, 

but few say that they are more comfortable with their work–life 

balance today than they were five or six years ago. The only 

people I’ve talked to who don’t have these ‘boundary’ issues are 

the ones who don’t own a home or who aren’t married, or whose 

spouse works in the same kind of environment that they do.”

What Are Some of the Specific Sources of Anxiety?

“When you’re in the office, no one ever doubts whether you’re 

working or not. You could be balancing your checkbook, but the 

fact that you’re there is a reassurance. When you work at home, 

people don’t really believe that you’re working. So a common re-

action is to say, ‘I will respond to every e-mail within 30 seconds. 

I will be on my computer again at the end of the evening, so that 

when people come in they will see stuff waiting for them.’ It be-

comes another source of stress.

“Another source of anxiety is that there’s no independent way 

for a manager to assess whether or not you’re doing a good job. 

‘Being there when I need you’ is pretty much still the standard. I 

know managers who actually up the productivity ante for people 

who work from home.

“At the same time, how do you establish an appropriate 

boundary between home and work? Most people have no idea 

when they should start and end the workday. Their day turns into 

this incredibly frantic, highly insecure, fast-paced mode where 

all time is work time and every day is a workday. There’s no such 

thing as vacation anymore.”

What Will It Take for These Arrangements to Work Better?

“From the point of view of the person working at home, do not ask 

your colleagues to do anything for you that they wouldn’t normally 

do if you were there in the office. I’m hearing about colleagues 

who actually sabotage the work of teleworkers. These are people 

who choose not to do this boundary-blurring stuff and who resent 

office mates who do. Interview colleagues once a week early on, 

and keep asking them how it is working out for them.

“For an organization to be effective with people who work 

from home, supervisors must create arrangements that are as 

flexible as possible—but they must also make sure that the work-

day ends. Companies also need to look closely at the norms and 

at the expectations they have for their workers. Some supervi-

sors are uncomfortable managing home–work integrators. Plenty 

of managers still want instantaneous hand-holding from their 

subordinates. They need to understand their own home–work 

boundaries and how they assess who’s worthy of promotion.

“There’s one last thing that both sides need to understand: 

Yes, you are going to lose time that could be spent working on 

other matters while you are duking out these issues. But if you 

don’t, you’ll run into bigger problems down the road.”

Sources: Jennifer Reingold, “There’s No Place (to Work) Like Home,” 

Fast Company (online), December 19, 2007 (accessed June 4, 2009); 

Kelley M. Butler, “Phoning It In: Survey Results Report Productivity Lag 

among Teleworkers,” Employee Benefit News, March 1, 2006, pp. 1–3; 

and Jennifer Reingold, “There’s No Place (to Work) Like Home,” Fast 

Company, November 2000, pp. 76–77.

O R G A N I Z A T I O N A L  E N C O U N T E R
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a computer company may form a cross-functional R&D team made up of representa-

tives from marketing, sales, engineering, purchasing, and finance to develop plans for 

a new product. Such a team, representing expertise from all the relevant areas of the 

company, can significantly reduce the amount of time required to bring a new product 

to the marketplace. 

 In some organizations, R&D teams have been set up to expedite innovation and 

creative new product design. Originally coined by a Lockheed engineer during World 

War II, such groups are referred to as    skunkworks   . 49  Such teams often have their own 

facilities, somewhat isolated from the rest of the organization. This may facilitate pro-

longed team interaction without interruption by day-to-day routines and problems. 

Skunkworks team members often become almost fanatical in the extent to which they 

identify with their products. At Hewlett-Packard, it is rumored that skunkworks teams 

are quietly trying to develop an operating system that can one day replace Microsoft 

Windows. 50  Hewlett-Packard, the No. 1 maker of PCs, wants to compete against the 

easier-to-use Apple brand of computers. When Ford Motor Company almost aban-

doned development of a new Mustang coupe because of cost considerations, it was a 

skunkworks team that over an eight-week period (with team members sleeping on the 

workplace floor in shifts) solved the engineering and related cost problems. 51  

   Self-Managed Teams 

 As discussed in Chapter 6,    self-managed teams (SMTs)    are small groups of individuals 

who are empowered to perform certain activities based on procedures established and 

decisions made within the team, with minimal or no outside direction. Organizations 

using SMTs include such industry leaders as AT&T, Campbell Soup, Chevron Chemical, 

Coca-Cola, Federal Express, General Electric, General Mills, Honeywell, Motorola, 

Procter & Gamble, Texas Instruments, and Xerox. As a result of global competition, 

multinational firms increasingly are using SMTs in their foreign affiliates as well. 52  

 SMTs are not for everyone, nor have they been successful in every organization. 

When US West formed its teams, for example, the company sold the concept to em-

ployees promising teamwork, empowerment, and no loss of jobs. Many employees later 

felt that was just a cover for downsizing. As one ex-employee put it, “We showed them 

how to streamline the work, and now 9,000 people are gone. It makes you feel used.” 53  

 Before implementing SMTs, organizations should make certain such teams are con-

sistent with the organization’s: (1) business requirements, (2) values and goals, and (3) 

competencies. Once implemented, success depends on management commitment, re-

ceptivity to change, and employee trust in management. Without all of  these, both 

individuals and organizations are likely to find the effort unsatisfactory. 54     

 Team Effectiveness 

 Teams represent one form or type of group. As such, factors influencing the effective-

ness of any group are important in determining team effectiveness. Previously discussed 

group characteristics such as composition, norms, leadership, and cohesion are exam-

ples. Some issues, however, are particularly important when it comes to developing 

 effective teams. We will briefly examine four: training, communications, empowerment, 

and rewards. (The Management Pointer on page 298 suggests additional considerations.)  

 Training 

 Effective teams don’t just happen. In addition to their individual task-related skills and 

abilities, team members must also know how to function effectively as team members. This 

almost always suggests training. Depending on the type and purpose of the team, training 
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may be needed in problem-solving skills, creative thinking, or 

interpersonal skills. Certainly, at the very least, team members 

must be well-versed in the company’s philosophy regarding 

teams, the team mission, and new roles and responsibilities in-

dividuals will have as a consequence of being part of the team. 

It has been suggested that without proper training the only 

thing management gets from creating teams is a guarantee that 

more time will be spent making worse decisions.  

   Whether a member of  a student project group or a self-

managed work team in an organization, what does it take to 

be an excellent team member? Research indicates that the 

following seven skills are highly desirable for team members 

to be effective: 55  

  1.     Open-mindedness.  New projects often require team mem-

bers to be thrust into a new situation with new team 

members. Individuals who can keep an open mind will 

tend to be more successful in dealing with these changes.  

  2.     Emotional stability.  The more stable an individual is, the 

faster she is expected to adjust to the different situations 

confronted by teams.  

  3.     Accountability.  When individual team members accept 

responsibility for their own performance and contribu-

tions, team effectiveness increases.  

  4.    Problem-solving abilities.  Team members should be able to analyze problems and 

develop alternative solutions to those problems.  

  5.    Communication skills.  Such skills will facilitate an open exchange of ideas and the 

creation of better solutions to problems.  

  6.    Conflict resolution skills.  Some disagreement within the group is healthy and will 

lead to better overall group performance. Too much conflict can lead to break-

downs in communication and a decrease in group cohesion.  

  7.    Trust.  Perhaps the most important characteristic of  a good team member, trust 

must be present for the group to function at a high level of performance.      

 Communications 

 One of the more significant effects creating teams has on an organization’s manage-

ment is an increased need for information. Team members need information to ac-

complish their objectives. Much of  this is information that has traditionally been 

management’s exclusive domain. If  teams are to be effective, however, full disclosure 

of formerly restricted information may be necessary. Management—particularly mid-

dle management—is often threatened by this, fearing a loss of decision-making power. 

The failure of many team efforts can be traced directly to management’s unwillingness 

to share information with the teams it has created.   

 Empowerment 

 Along with information, teams must have the authority to make decisions and act 

autonomously. Whether a problem-solving team, an R&D team, or an SMT, teams 

that lack authority are generally less effective. In addition to hindering taking action, 

lack of  authority suggests to team members that management doesn’t really trust 

them in the first place, further reducing team effectiveness. 

HOW TO HELP ENSURE TEAMS WORK

As a manager, here are some steps you can take 

to increase the likelihood that teams for which 

you are responsible work.

1. Keep the team size as small as possible. The 

larger the size, the greater the potential 

problems in interacting and making decisions.

2. Make certain that a sufficient range of skills, 

information, and/or experience to do the 

task exists among the team members.

3. Instill in the team a sense of common 

purpose.

4. Give the team leeway to develop its own 

set of work procedures without outside 

interference.

5. Help develop a sense of mutual 

accountability. “We’re all in this together” 

thinking helps develop teamwork and 

improves team outcomes.

Management Pointer
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 Being given insufficient authority is typically the root of team empowerment prob-

lems. It should be noted, however, that sometimes teams may be given  too much  au-

thority. This is particularly a danger in the early stages of  team involvement. Team 

members may be unaccustomed to making decisions and be overwhelmed by the de-

gree of  authority they suddenly possess. This is another reason training is such an 

important factor in team success.   

 Rewards 

 The reward system in most organizations is individually based. That is, organizational 

members are rewarded based on evaluation of their individual performance. While the 

individual’s contribution to team success is a legitimate part of  the reward system, 

team success must also be factored in. To the extent that teams perform well, the team 

should be rewarded. Distribution of  that reward to individual team members is an 

important, but separate issue. Rewards can be allocated to teams in a number of ways. 

With problem-solving teams, for example, an incentive system is frequently used, 

wherein the team receives a percentage of  the savings realized by the organization. 

Many organizations using SMTs have modified their reward structure to include some 

form of profit sharing. Regardless, it is important that teams be rewarded for their 

contribution to organizational objectives. 

 As we noted at the start of this chapter, the use of work groups in organizations is 

rapidly increasing. Groups hold the potential for simultaneously increasing both the 

productivity and satisfaction of group members. As organizations move through the first 

decade of the 21st century, it is difficult to overstate the importance of the role groups 

and teams are assuming in organizational life. Organizational structure, the design of 

work, performance feedback and reward systems, decision-making procedures, and 

organizational development strategies, to name a few, are all being profoundly affected 

by groups and teams. As we will see in the next chapter, group effects are not always 

positive.        

  •   Groups can be viewed from a number of perspectives, including perception, orga-

nization, and motivation. For our purposes, a group may be thought of as two or 

more individuals interacting with each other to accomplish a common goal.  

  •   Formal groups are created to facilitate the accomplishment of  an organization’s 

goals. Command groups, specified by the organization chart; task groups, compris-

ing employees working together to complete a specific project; and teams, com-

prised of people interacting closely together with a shared commitment, are three 

types of formal groups. Informal groups are associations of individuals in the work 

situation in response to social needs. Interest groups and friendship groups are two 

types of informal groups.  

  •   Formal and informal groups exist for a number of reasons. Need satisfaction may 

be a compelling reason to join a group. Security, social, and esteem needs are typi-

cal examples. Proximity and attraction may be another reason. That is, people may 

form groups because their physical location encourages interaction they enjoy. Peo-

ple may also form groups to facilitate the accomplishment of  common goals. 

 Finally, some groups form because individuals believe they can derive economic 

benefits from group membership.  

  •   As groups form and develop, they tend to go through several sequential stages. 

These are: (1)  forming,  characterized by uncertainty and confusion; (2)  storming,  

 Summary of 
Key Points  
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marked by conflict and confrontation; (3)  norming,  where group cohesion begins 

significant development; (4)  performing,  where the group becomes fully functional; 

and (5)  adjourning,  which involves the termination of group activities.  

  •   The model of  the process of  group formation and development presented in the 

chapter has a number of elements. These include the different types of groups, the 

reasons groups are formed, stages in group development, important characteristics 

of groups, and end results of group activity.  

  •   To understand group behavior, it is essential to be aware that formal and informal 

groups exhibit certain characteristics. These include the composition of the group; 

the status hierarchy that exists and the basis used for determining member status; 

the norms or behaviors the group expects its members to adhere to; the type of lead-

ership in the group; and the degree of cohesiveness that exists within the group.  

  •   Relevant criteria for group effectiveness include (1) the extent to which group output 

meets expected standards of quantity, quality, and timeliness; (2) the extent to which 

the group process enhances the capability of group members to work together inter-

dependently in the future; and (3) the extent to which the group experience contrib-

utes to the growth and well-being of the group.  

  •   A team is a special kind of unit. Different types of teams include problem-solving 

teams, cross-functional teams, virtual teams, research and development teams, and 

self-managed teams.     

   1.   Think of a formal group to which you belong. Describe the group in terms of the 

characteristics of groups discussed in this chapter.  

   2.   Have you ever been part of a virtual team? Describe it. What are the advantages 

and disadvantages of virtual work arrangements?  

   3.    Why is it important for managers to be familiar with the concepts of group behavior?  

   4.   Are groups more effective in problem solving than individuals?  

   5.   Why is groupthink something to be avoided? How might a manager attempt to 

ensure that groupthink doesn’t occur in his or her group?  

   6.   What is the relationship between group norms and group cohesiveness? What 

roles do both cohesiveness and norms play in shaping group performance?  

   7.   Describe a situation in which you were part of a formal work group (while work-

ing in a job or as a student) and one of the members of the group did not contrib-

ute much work to the group effort or project. How did the other group members 

deal with this person? How did this person’s behavior affect the attitude of  the 

other group members?  

   8.   Thinking back to a recent student or work group project in which you partici-

pated, how effective were you as a team member? What behaviors did you engage 

in that contributed to your and the group’s effectiveness? (Refer to the seven char-

acteristics of effective team members presented in this chapter.)  

   9.   Is leadership a more or less important consideration in self-managed teams than 

in other types of groups? Why or why not?  

  10.    If you were creating a research and development team for an organization, what 

kinds of factors would you consider in deciding the composition of the team? Would 

these factors be different if you were putting together a problem-solving team?     

 Review and 

Discussion 

Questions  
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 Reality Check 

  Now how much do you know about groups and teams?  

   6.   Playing devil’s advocate and inviting outside experts to give feedback on group processes and 

proposed solutions are two ways to guard against   .  

  a.   group collectivism  

  b.   group conflict  

  c.   groupthink  

  d.   group overlap    

   7.      is the deterioration of the mental efficiency, reality testing, and moral judgment 

of the individual members of a group in the interest of group solidarity.  

  a.   Group dissolution  

  b.   Group justification  

  c.   Groupthink  

  d.   Group cohesion    

   8.   A    team is a geographically distributed, functionally and/or culturally diverse 

group of individuals who rely on interactive technology such as e-mail, Web casts, and videocon-

ferencing to work together.  

  a.   virtual  

  b.   matrix  

  c.   cross-regional  

  d.   high-tech    

   9.   True or false: Communication, conflict resolution, and problem-solving skills will help a person be 

a better team member.  

  a.   True  

  b.   False    

  10.   The “performing stage” of group development is characterized by   .  

  a.   terminating group activities  

  b.   conflict and confrontation  

  c.   accomplishing accepted tasks  

  d.   developing group cohesion      

  REALITY CHECK ANSWERS 

   Before     After     

   1. c  2. b  3. a  4. d  5. b     6. c  7. c  8. a  9. a  10. c   

   Number Correct     Number Correct   

       _________       _________       



 Objectives   

  1.   To provide experience in participating in and 

 observing groups undertaking a specific task.  

  2.   To generate data that can be the focus of  class 

discussion and analysis.   

  Starting the Exercise   

 The Situation 

 You are appointed to a personnel committee in 

charge of  selecting a manager for the department 

that provides administrative services to other de-

partments. Before you begin interviewing candi-

dates, you are asked to develop a list of the personal 

and professional qualifications the manager needs. 

The list will be used as the selection criteria.   

 The Procedure  

  1.   Select five to seven members to serve on the com-

mittee.  

  2.   Ask the committee to rank the items in the fol-

lowing list in their order of importance in select-

ing the department head.  

  3.   The students not on the committee should ob-

serve the group process. Some should observe 

the whole group, and others individual mem-

bers. The observers can use observation guides 

A and B.  

  4.   The observers should provide feedback to the 

participants.  

  5.   The class should discuss how the committee 

might improve its performance.     

 Selection Criteria  

    ——— Strong institutional loyalty  

    ——— Ability to give clear instructions  

    ——— Ability to discipline subordinates  

    ——— Ability to make decisions under pressure  

    ——— Ability to communicate  

    ——— Stable personality  

    ——— High intelligence  

    ——— Ability to grasp the overall picture  

    ——— Ability to get along well with people  

    ——— Familiarity with office procedures  

    ——— Professional achievement  

    ——— Ability to develop subordinates   

  Exercise 

 Exercise 10.1:  Participating In and Observations of Group Processes   

 Source:  Kae H. Chung and Leon C. Megginson,  Organizational Behav-

ior  (New York: Harper & Row, 1981), pp. 241–44. Used by permission.  

USING GENDER TO INCREASE WORK 

GROUP DIVERSITY
 Having a more diverse work group for the night shift at South-

wood Psychiatric Hospital would help some of the young female 

patients feel more comfortable. This goal seems very positive, and 

the hospital administration would be on the right track in improv-

ing patient care at the facility. Unfortunately, the reassignment of a 

female child care specialist from the day to the night shift (where 

she’d be the only female employee!) may have negative repercus-

sions for her, the department, and the hospital. Because the spe-

cialist dislikes the “graveyard” shift and would miss her friends 

from the day shift, it is possible that the reassigned specialist will 

take out her frustration over the forced reassignment by reduc-

ing effort on the job, being less likely to engage in those “extra” 

helping behaviors such as filling in for absent co-workers, stay-

ing late when necessary, and so on. She may even begin looking 

for another job where she can get back to working the day shift. 

 What should the hospital do differently to increase work 

group diversity on the night shift without forcing a female 

specialist to transfer from day shift? The hospital should ex-

plain to the day shift specialists why female specialists are 

needed for the night shift. Next, the hospital should ask for 

female volunteers from the day shift to transfer to the night 

shift. If necessary, higher pay could be offered as an incen-

tive. If that doesn’t work, a rotation system could be imple-

mented in which two or three female specialists are 

transferred to the night shift (as a team) for three to six 

months at a time, then return to the day shift after complet-

ing their tours of duty. At that point, a different team could 

be transferred temporarily to the night shift, and so on. In 

sum, Southwood Psychiatric Hospital needs to increase the 

gender diversity of its night shift, but needs to do it in a way 

that is perceived as fair to the child care specialists on the 

day shift.  

    Y O U  B E  T H E  J U D G E  C O M M E N T 
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  A. Group Process Observation Guide  
    Instructions:  Observe the group behavior in the following dimensions. Prepare notes for feedback. 

    Group Behaviors Description Impact  

    Group Goal:  Are group goals 

clearly defined? 

    Decision Procedure:  Is the decision 

procedure clearly defined? 

    Communication Network:  What kind 

of communication network is used? 

Is it appropriate? 

    Decision Making:  What kind of 

decision process is used? 

Is it appropriate? 

    Group Norm:  Observe the degrees 

of cohesiveness, compatibility, 

and conformity. 

    Group Composition:  What kind 

of group is it? 

    Other Behavior:  Is there any behavior 

that influences the group process? 
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    B. Individual Role Observation Guide  
    Instructions:  Observe one committee member. Tabulate (or note) behaviors that he or she exhibits as the 

group works. 

    Initiating Ideas:  Initiates or clarifies ideas and issues.   Confusing Issues:  Confuses others by bringing up

 irrelevant issues or by jumping to other issues. 

    Managing Conflicts:  Explores, clarifies, and resolves  Mismanaging Conflicts:  Avoids or suppresses conflicts 

conflicts and differences. or creates “win-or-lose” situations. 

    Influencing Others:  Appeases, reasons with, or persuades  Forcing Others:  Gives orders or forces others to agree.

others. 

    Supporting Others:  Reinforces or helps others to express  Rejecting Others:  Deflates or antagonizes others. 

their opinions. 

    Listening Attentively:  Listens and responds to others’  Showing Indifference:  Does not listen or brushes off 

ideas and opinions.  others.

    Showing Empathy:  Shows the ability to see things from  Self-Serving Behavior:  Exhibits behavior that is 

other people’s viewpoint. self-serving. 

    Exhibiting Positive Nonverbal Behaviors:  Pays attention  Exhibiting Negative Nonverbal Behaviors:  Tense facial

to others, maintains eye contact, composure, and other expression, yawning, little eye contact, and other 

signs. behaviors.     
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 Objectives   

  1.   Participating in a group assignment playing a 

particular role.  

  2.   Diagnosing the group decision process after the 

assignment has been completed.      

 Starting the Exercise  

 After reading the material relating to Johnny Rocco, 

a committee is formed to decide his fate. The chair-

person of  the meeting is Johnny’s supervisor, who 

should begin by assigning roles to the group mem-

bers. These roles (shop steward, head of production, 

Johnny’s co-worker, director of  personnel, and the 

social worker who helped Johnny in the past) repre-

sent points of  view the chairperson feels should be 

included in this meeting. (Johnny is not to be in-

cluded.) Two observers should be assigned. 

   After the roles have been assigned, each role-

player should complete the personal preference part 

of  the worksheet, ordering the alternatives accord-

ing to their appropriateness from the vantage point 

of his or her role. 

   Once the individual preferences have been deter-

mined, the chairperson should call the meeting to 

order. The following rules govern the meeting: (1) the 

group must reach a consensus ordering of the alter-

natives; (2) the group cannot use a statistical aggre-

gation, or majority vote, decision-making process; 

(3) members should stay “in character” throughout 

the discussion. Treat this as a committee meeting 

consisting of members with different backgrounds, 

orientations, and interests who share a problem.

 Exercise 

    Exercise 10.2:  What to Do with Johnny Rocco   

Personal Group

Preference Decision Worksheet

________ ________ Give Johnny a warning that at the next sign of trouble he will be fired.

________ ________ Do nothing, as it is unclear that Johnny did anything wrong.

________ ________ Create strict controls (do’s and don’ts) for Johnny with immediate strong

  punishment for any misbehavior.

________ ________ Give Johnny a great deal of warmth and personal attention and affection

  (overlooking his present behavior) so he can learn to depend on others.

________ ________ Fire him. It’s not worth the time and effort spent for such a low-level position.

________ ________ Talk over the problem with Johnny in an understanding way so he can 

  learn to ask others for help in solving his problems.

________ ________ Give Johnny a well-structured schedule of daily activities with immediate

  and unpleasant consequences for not adhering to the schedule. 

________ ________ Do nothing now, but watch him carefully and provide immediate punishment 

  for any future misbehaviors.

________ ________ Treat Johnny the same as everyone else, but provide an orderly routine so 

  he can learn to stand on his own two feet.

________ ________ Call Johnny in and logically discuss the problem with him and ask what you 

  can do to help him.

________ ________ Do nothing now, but watch him so you can reward him the next time he

  does something good.
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    After the group has completed the assignment, the 

two observers should discuss the group process using 

the Group Process Diagnostic Questions as a guide. 

Group members should not look at these questions 

until after the group task has been completed.    

 Johnny Rocco  

 Johnny has a grim personal background. He is the 

third child in a family of seven. He has not seen his 

father for several years, and his recollection is that 

his father used to come home drunk and beat up ev-

ery member of  the family; everyone ran when he 

came staggering home. 

   His mother, according to Johnny, wasn’t much 

better. She was irritable and unhappy and she always 

predicted that Johnny would come to no good end. 

Yet she worked when her health allowed her to do so 

to keep the family in food and clothing. She always 

decried the fact that she was not able to be the kind 

of mother she would like to be. 

   Johnny quit school in the seventh grade. He had great 

difficulty conforming to the school routine—misbehav-

ing often, being truant quite frequently, and engaging in 

numerous fights with schoolmates. On several occasions 

he was picked up by the police and, along with members 

of his group, questioned during several investigations 

into cases of both petty and grand larceny. The police 

regarded him as “probably a bad one.” 

   The juvenile officer of the court saw in Johnny some 

good qualities that no one else seemed to sense. This 

man, Mr. O’Brien, took it upon himself to act as a “big 

brother” to Johnny. He had several long conversations 

with Johnny, during which he managed to penetrate to 

some degree Johnny’s defensive shell. He represented to 

Johnny the first semblance of personal interest in his 

life. Through Mr. O’Brien’s efforts, Johnny returned to 

school and obtained a high school diploma. Afterward, 

Mr. O’Brien helped him obtain a job. 

   Now, at age 20, Johnny is a stockroom clerk in one 

of the laboratories where you are employed. On the 

whole, Johnny’s performance has been acceptable, 

but there have been glaring exceptions. One involved 

a clear act of insubordination on a fairly unimport-

ant matter. In another Johnny was accused, on cir-

cumstantial grounds, of destroying some expensive 

equipment. Though the investigation is still open, it 

now appears that the destruction was accidental. 

   Johnny’s supervisor wants to keep him on for at 

least a trial period, but he wants “outside” advice as 

to the best way of helping him grow into greater re-

sponsibility. Of  course, much depends on how 

Johnny behaves in the next few months. Naturally, 

his supervisor must follow personnel policies that 

are accepted in the company as a whole. It is impor-

tant to note that Johnny is not an attractive young 

man. He is rather weak and sickly and shows unmis-

takable signs of long years of social deprivation. 

   A committee is formed to decide the fate of Johnny 

Rocco. The chairperson of the meeting is Johnny’s 

supervisor and should begin by assigning roles.    

 Group Process Diagnostic Questions   

 Communications  
  1.   Who responded to whom?  

  2.   Who interrupted? Was the same person inter-

rupted consistently?  

  3.   Were there identifiable “communication clus-

ters”? Why or why not?  

  4.   Did some members say very little? If  so, why? 

Was level of participation ever discussed?  

  5.   Were efforts made to involve everyone?     

 Decision Making  
  1.   Did the group decide how to decide?  

  2.   How were decisions made?  

  3.   What criterion was used to establish agreement?  

   a.   Majority vote?  

   b.   Consensus?  

   c.   No opposition interpreted as agreement?    

  4.   What was done if  people disagreed?  

  5.   How effective was your decision-making process?  

  6.   Does every member feel his or her input into the 

decision-making process was valued by the group, 

or were the comments of some members frequently 

discounted? If so, was this issue ever discussed?     

 Leadership  
  1.   What type of power structure did the group oper-

ate under?  

   a.   One definite leader?  

   b.   Leadership functions shared by all members?  

   c.   Power struggles within the group?  

   d.   No leadership supplied by anyone?    

  2.   How does each member feel about the leadership 

structure used? Would an alternative have been 

more effective?  

  3.   Did the chairperson provide an adequate struc-

ture for the discussion?  
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  4.   Was the discussion governed by the norms of equity?  

  5.   Was the chairperson’s contribution to the content 

of the discussion overbearing?     

 Awareness of Feelings  

  1.   How did members in general react to the group 

meetings? Were they hostile (toward whom or 

what?), enthusiastic, apathetic?  

  2.   Did members openly discuss their feelings toward 

each other and their role in the group?  

  3.   How do group members feel now about their par-

ticipation in this group?     

 Task Behavior  

  1.   Who was most influential in keeping the group 

task-oriented? How?  

  2.   Did some members carry the burden and do most 

of the work, or was the load distributed evenly?  

  3.   If  some members were not contributing their fair 

share, was this ever discussed? If  so, what was the 

outcome? If  not, why?  

  4.   Did the group evaluate its method of accomplish-

ing a task during or after the project? If  so, what 

changes were made?  

  5.   How effective was your group in performing as-

signed tasks? What improvements could have 

been made?        

Source:  Adapted from David A. Whetton and Kim S. Cameron,  Devel-

oping Management Skills  (Glenview, IL: Scott, Foresman and Com-

pany, 1984), pp. 450–53.

 Boosting R&D and Getting All Units on 
the Same Page Delivers a Rebound  

 You will never meet Catherine, Anna, Maria, or 

Monica. But the future success of  Sweden’s Elec-

trolux depends on what these four women think. 

Catherine, for instance, a Type A career woman who 

is a perfectionist at home, loves the idea of  simply 

sliding her laundry basket into a washing machine, 

instead of having to lift the clothes from the basket 

and into the washer. That product idea has been 

moved onto the fast track for consideration. 

   So, just who are Catherine and the other women? 

Well, they don’t actually exist. They are composites 

based on in-depth interviews with some 160,000 con-

sumers from around the globe. To divine the needs of 

these mythical customers, 53 Electrolux employees, 

including designers, engineers, and marketers hailing 

from various divisions, gathered in Stockholm for a 

weeklong brainstorming session. The Catherine team 

began by ripping photographs out of a pile of maga-

zines and sticking them onto poster boards. Next to a 

picture of a woman wearing a sharply tailored suit, 

they scribbled some of Catherine’s attributes: driven, 

busy, and a bit overwhelmed. 

   With the help of these characters, Electrolux de-

signers and engineers are searching for the insights 

they’ll need to dream up the next batch of hot prod-

ucts. It’s a new way of  doing things for Electrolux, 

but then again, a lot is new at the company. When 

Chief  Executive Hans Stråberg took the helm in 

2002, the world’s No. 2 maker of  home appliances 

after Whirlpool Corp. faced spiraling costs while its 

middle-market products were gradually losing out 

to cheaper goods from Asia and Eastern Europe. 

Competition in the United States, where Electrolux 

gets 40 percent of its sales, was ferocious. The com-

pany’s stock was treading water. 

   Stråberg had no choice but to do something radi-

cal. He began shuttering plants in Western Europe 

and the United States and shifting work to lower-

cost locales in Asia and Eastern Europe. He also is 

spinning off  the outdoor products division. But this 

is no ordinary corporate makeover. Stråberg is also 

breaking down barriers between departments and 

forcing his designers, engineers, and marketers to 

work together to come up with new products. To 

speed the transition, he recruited executives from 

companies with strong track records in innovation, 

including Procter & Gamble and PepsiCo. 

   At the Stockholm brainstorming session, for ex-

ample, the group leader, Kim Scott, was a recent P&G 

defector. She urged everyone “to think of yourselves 

as Catherine.” The room buzzed with discussion. Ideas 

were refined, sketches drawn up. The group settled on 

three concepts: Breeze, a clothes steamer that also 

    Case 

 Case 10.1:  Electrolux Cleans Up   
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 removes stains; an Ironing Center, similar to a pants 

press but for shirts; and Ease, the washing machine 

that holds a laundry basket inside its drum. 

   Half  the group raced off  to the machine shop to 

turn out a prototype for Breeze, while the rest stayed 

upstairs to bang out a marketing plan. Over the next 

hour, designer Lennart Johansson carved and sand-

papered a block of peach-colored polyurethane un-

til a contraption that resembled a cross between an 

electric screwdriver and a handheld vacuum began 

to emerge. The designers in the group wanted the 

Breeze to be smaller, but engineer Giuseppe Frucco 

pointed out that would leave too little space for a 

charging station for the 1,500-watt unit. 

   For company veterans such as Frucco, who works 

at Electrolux’s fabric care research and development 

center in Porcia, Italy, this dynamic groupthink is a 

refreshing change: “We never used to create new 

products together,” he says. “The designers would 

come up with something and then tell us to build it.” 

The new way saves time and money by avoiding the 

technical glitches that crop up as a new design moves 

from the drafting table to the factory floor. 

   To support the innovation drive, Stråberg has 

bumped up spending on R&D from 0.8 percent of sales 

to 1.2 percent and is aiming for 2 percent eventually. 

What he’s gunning for are products that consumers will 

gladly pay a premium for: gadgets with drop-dead good 

looks and clever features that ordinary people can un-

derstand without having to pore through a thick users’ 

manual. “Consumers are prepared to pay for good de-

sign and good performance,” he says. 

   Electrolux isn’t the only appliance maker on an in-

novation kick. In 1999, Whirlpool Corp. launched a 

program that allows all of its 68,000 employees to con-

tribute design ideas, yielding a flood of new products.    

 Eye-Catching Design  

 But few have pulled off the range of hot new offerings 

that Electrolux has. One clear hit is a cordless stick-

and-hand vacuum, called Pronto in the United States. 

Available in an array of metallic hues with a rounded, 

ergonomic design, this is the Cinderella of vacuums. 

Too attractive to be locked up in the broom closet, it 

calls out to be displayed in your kitchen. In Europe, it 

now commands 50 percent of the market for stick 

vacs, a coup for a product with fewer than two years 

on the market. The Pronto is cleaning up in the United 

States, too. Stacy Silk, a buyer at retail chain Best Buy 

Co., says it is one of her hottest sellers, even though it 

retails for around $100, double the price of compara-

ble models. “The biggest thing is the aesthetics,” Silk 

says. “That gets people to walk over and look.” 

   Stråberg, who spent decades running Electrolux 

operations in the United States, is crafting these new 

products even while moving away from many tradi-

tional tools of customer research. The company relies 

less heavily on focus groups and now prefers to inter-

view people in their homes where they can be video-

taped pushing a vacuum or shoving laundry into the 

washer. “Consumers think they know what they want, 

but they often have trouble articulating it,” says  Henrik 

Otto, senior vice president for global design, whom 

Stråberg lured away from carmaker Volvo. “But when 

we watch them, we can ask, ‘why do you do that?’ We 

can change the product and solve their problems.” 

   The new approach yielded strong results. After 

dropping for two straight years, annual sales rose 

8 percent, to $16.5 billion, in 2005. Operating income 

jumped 42 percent in the fourth quarter, compared 

with the year before, though it rose by less than 2 per-

cent, to $881 million, for the year as a whole. Johan 

Hjertonsson, director of the consumer innovation 

program, says product launches have almost doubled 

in quantity. And the number of launches that result in 

outsized unit sales is now running at 50 percent of all 

introductions, from around 25 percent previously. 

Though the recent economic downturn has dampened 

sales for most companies in this and other retail prod-

uct areas, Electrolux still maintains a 5 percent market 

share of the profitable household appliance market in 

North America in 2008. Catherine would be pleased.  

 Questions  

  1.   How did Electrolux Chief Executive Stråberg break 

down barriers (and increase communication) be-

tween departments? Why did he do this? Explain.  

  2.   What are the advantages for Electrolux of having in-

dividuals from different departments and functional 

areas work together on product design? Describe.  

  3.   In an era with intense competition and several low-

cost products on the market, how can Electrolux 

use teamwork and groups to succeed? Describe.       

 Source:  Excerpted from Ariane Sains, Stanley Reed, and Michael 

Arndt, “Electrolux Cleans Up,”  BusinessWeek , February 27, 2006, 

pp. 42–43; also see  http://ir.electrolux.com/html/annual2008-1-en/

20090316/?page=1&mode=50&noConflict=1  (accessed June 9, 2009).          
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 Managing Conflict
 and Negotiations   
 Learning Objectives 

 After completing Chapter 11, you should be 

able to: 

  •   Explain  the contemporary perspective on 

conflict. 

  •   Distinguish  between functional and 

 dysfunctional conflict. 

  •   Understand  why intergroup conflict occurs. 

  •   Identify  several consequences of 

 dysfunctional intergroup conflict. 

  •   Describe  five approaches for managing 

conflict through resolution. 

  •   Discuss  how increased globalization has 

changed negotiating tactics. 

  •   Distinguish  between win–win and win–lose 

negotiation. 

  •   Identify  the major types of third-party 

 negotiations.    

 For any organization to perform effectively, interdependent individuals and groups 

must establish working relationships across organizational boundaries, between indi-

viduals, and among groups. Individuals or groups may depend on one another for in-

formation, assistance, or coordinated action. Such interdependence may foster either 

cooperation or conflict. 

 For example, the production and marketing executives of  a firm may meet to dis-

cuss ways to deal with foreign competition. Such a meeting may be reasonably free of 

conflict. Decisions get made, strategies are developed, and the executives return to 

work. Thus, there is intergroup cooperation to achieve a goal. However, this may not 

be the case if  sales decline because the firm is not offering enough variety in its prod-

uct line. The marketing department desires broad product lines to offer more variety 

to customers, while the production department desires narrow product lines to keep 

production costs manageable and to increase productivity. Conflict is likely to occur at 

this point because each function has its own goals that, in this case, conflict. Thus, 

groups may cooperate on one point and conflict on another. 

 Conflict also can occur between similar groups and leaders within the same organi-

zation. For example, Microsoft had to manage some intergroup conflict between its 

traditional Microsoft Office team and a new innovative software engineering group 

when the latter was assembled to create NetDocs. The NetDocs initiative was formed 

to completely rethink the Office concept and to create a Web-based subscription ser-

vice that would offer some of the same functions of  Office, such as word processing 

and spreadsheets. There were major differences within Microsoft regarding the need 

to offer such a Web-based service and concern that it would substantially cannibalize 

sales of  the traditional Office software program. Eventually, the NetDocs team was 

dissolved into the Office team and as a result, Microsoft lost its head start in the 
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“cloud computing” online software market. This forgone opportunity is important 

because Google has steadily built a suite of online software applications that resemble 

Microsoft Office products and could eventually pose a threat to Microsoft’s domi-

nance in office productivity software. 1  

 This chapter will focus primarily on conflict that occurs between groups in organi-

zations. Types and causes of  intergroup conflict, results of  intergroup conflict, and 

ways to manage intergroup conflict will be discussed in detail. Later in the chapter, we 

will cover negotiations from an individual manager perspective. We will include a dis-

cussion of negotiation tactics and interpersonal negotiation styles, as well as a com-

parison of  cross-cultural differences in negotiation approaches. We end the chapter 

with a list of steps to improve negotiation effectiveness.  

   A Contemporary Perspective on Intergroup Conflict  

 In the past many organizational practitioners operated on the assumption that any 

and all conflict was bad and thus should be eliminated. Today we understand that is 

not the case. A more accurate and enlightened view is that conflict is neither inherently 

Reality Check

How much do you know about managing conflict and negotiations?

1.  conflict is a confrontation or interaction between groups that hinders the 

achievement of organizational goals.

a. Negligent

b. Psychological

c. Task-oriented

d. Dysfunctional

2. True or false: The risk of intergroup conflict is low when two departments (e.g., manufacturing and 

shipping departments) in a company are sequentially interdependent.

a. True

b. False

3. In conflict situations where a group’s members feel threatened, a group is likely to do each of the 

following except .

a. become more loyal to the group

b. desire strong, autocratic leadership

c. become more consensus-oriented

d. become more task-oriented

4.  is a type of planned intervention that is meant to build self-awareness and cama-

raderie among members of a team.

a. Team building

b. Conflict development

c. Team formation

d. Conflict avoidance

5. Distorted perceptions, negative stereotyping, and decrease in communication are changes 

 and occur due to dysfunctional conflict.

a. between groups

b. within groups

c. Both a and b are correct.

d Neither a nor b is correct.
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good nor bad, but it is inevitable. It is true that too much conflict can have negative con-

sequences because it requires time and resources to deal with it and because it diverts 

energy that could more constructively be applied elsewhere. Too little conflict, on the 

other hand, can also be negative in that such a state can lead to apathy and lethargy 

and provide little or no impetus for change and innovation. If  everything is going 

smoothly, people may become too comfortable to want to make changes that could 

improve organizational effectiveness. 

   Some conflict situations produce nothing positive. Other conflict situations, how-

ever, may be beneficial if  they are used as instruments for change or innovation. For 

example, evidence suggests conflict can improve the quality of  decision making and 

employee relations in organizations. 2  Thus, in dealing with conflict the critical issue is 

not so much the conflict itself  but how it is managed. Using this perspective, we can 

define conflict in terms of the effect it has on the organization. In this respect, we shall 

discuss both  functional  and  dysfunctional conflict . 3     

     Functional Conflict 

 A    functional conflict    is a confrontation between groups that enhances and benefits the 

organization’s performance. For example, two departments in a hospital may be in 

conflict over the most efficient and adaptive method of delivering health care to low-

income rural families. The two departments agree on the goal but not on the means to 

achieve it. Whatever the outcome, low-income rural families probably will end up with 

better medical care once the conflict is settled. Without this type of conflict in organi-

zations, there would be little commitment to change, and most groups likely would 

become stagnant. Functional conflict can lead to increased awareness of  problems 

that need to be addressed, result in broader and more productive searches for solu-

tions, and generally facilitate positive change, adaptation, and innovation.    

      Dysfunctional Conflict 

 A    dysfunctional conflict    is any confrontation or interaction between groups that harms 

the organization or hinders the achievement of  organizational goals. Management 

must seek to eliminate dysfunctional conflict. 

   Beneficial conflicts can often turn into harmful ones. In most cases, the point at 

which functional conflict becomes dysfunctional is impossible to identify precisely. 

The same level of stress and conflict that creates a healthy and positive movement to-

ward goals in one group may prove extremely disruptive and dysfunctional in another 

group (or at a different time for the same group). A group’s tolerance for stress and 

conflict can also depend on the type of  organization it serves. Auto manufacturers, 

professional sports teams, and crisis organizations such as police and fire departments 

would have different points where functional conflict becomes dysfunctional than 

would organizations such as universities, research and development firms, and 

 motion-picture production firms. 

   A recent research study analyzed how an initial conflict between different groups at 

a community hospital in the Midwest escalated into a full-blown “war.” 4  The conflict 

began when physicians perceived that the hospital administration (i.e., the CEO and 

her administrative team) was ignoring or blocking recommendations that could im-

prove the quality of  patient care at the hospital. The physicians wanted to maintain 

control over decisions that could affect their patients. The administration responded 

to this perceived attack from the physicians by withholding even more support for the 

physicians’ recommendations. The physicians responded by launching a campaign to 

  functional conflict  
 A confrontation 

 between groups that 

enhances and benefits 

the organization’s 

 performance. 

  dysfunctional conflict  
 A confrontation or 

 interaction between 

groups that harms the 

organization or hin-

ders the achievement 

of organizational 

goals. 
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remove the CEO from her position. These retaliations and countermoves escalated, 

ultimately costing the administrative and medical groups countless hours of  time, 

 energy, and stress that could have been better spent on improving the quality of care 

for patients. 5    

 Conflict and Organizational Performance 

 As previously indicated, conflict may have either positive or negative consequences for 

the organization, depending on how much exists and how it is managed. Every orga-

nization has an optimal level of conflict that can be considered highly functional—it 

helps generate positive performance. When the conflict level is too low, performance 

can also suffer. Innovation and change are less likely to occur, and the organization 

may have difficulty adapting to its changing environment. If  a low conflict level con-

tinues, the very survival of the organization can be threatened. On the other hand, if  

the conflict level becomes too high, the resulting chaos also can threaten the organiza-

tion’s survival. An example is the popular press coverage of the results of “dissension” 

in labor unions and its impact on performance. If  fighting between rival factions in 

the union becomes too great, it can render the union less effective in pursuing its mis-

sion of furthering members’ interests. The relationship between the level of intergroup 

conflict and organizational performance that is consistent with a contemporary per-

spective is presented in  Exhibit 11.1  for three hypothetical situations. 

   Stages of Conflict 

 Although some conflicts can become intense and full blown virtually instantaneously, 

usually intergroup conflicts develop over time. When this happens, the conflict typically 

passes through several stages of evolution.    Perceived conflict    exists when there is a cog-

nitive awareness on the part of at least one group that events have occurred or that con-

ditions exist favorable to creating overt conflict. Or perceived conflict may be part of a 

company’s annual budget planning process, when each department attempts to maxi-

mize the resources it receives, potentially at the expense of every other department.    

  perceived conflict  
 The first stage of the 

conflict process. Per-

ceived conflict exists 

when there is a cogni-

tive awareness on the 

part of at least one 

party that events have 

occurred or that condi-

tions exist favorable to 

creating overt conflict. 

EXHIBIT 11.1 Relationship between Intergroup Conflict and Organizational Performance

 Level of  Probable  Level of

 Intergroup  Impact on Organization Organizational

 Conflict Organization Characterized By Performance

Situation I Low or none Dysfunctional • Slow adaptation to Low

    environmental changes

   • Few changes

   • Little stimulation of ideas

   • Apathy

   • Stagnation

Situation II Optimal Functional • Positive movement toward goals High

   • Innovation and change

   • Search for problem solutions 

   • Creativity and quick adaptation

    to environmental changes

Situation III High Dysfunctional • Disruption Low

   • Interference with activities

   • Coordination difficult

   • Chaos
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      Perceived conflict may or may not lead to    felt conflict   . The felt stage of  conflict 

represents an escalation that includes emotional involvement. It is “felt” in the form of 

anxiety, tension, and/or hostility. Because such feelings are generally a source of dis-

comfort, the parties involved may be motivated to try to reduce the negative emotions. 

This, in turn, can lead to positive or negative attempts to deal with the conflict. Typi-

cally, all parties to a conflict need to experience both perceived and felt conflict to be 

sufficiently motivated to attempt resolution.    

      The final stage is that of     manifest conflict   . Manifest conflict is not only perceived 

and felt, it is acted upon. That is, at the manifest stage the conflicting groups are ac-

tively engaging in conflict behavior through verbal, written, or even physical attacks. 

In manifest conflict, it is usually very apparent to noninvolved parties that problems 

exist. Although it is possible to resolve manifest conflict, it is far better to deal with 

conflict at an earlier stage. Additionally, manifest conflict is more likely to have longer-

lasting effects than either perceived or felt conflict.    

      Every conflict situation leaves a conflict aftermath that affects the way both groups 

perceive and act upon subsequent conflicts. Generally the earlier conflicts can be re-

solved, the more likely the aftermath will facilitate positive future interactions between 

the conflicting groups. While manifest conflicts can have functional aftermaths, the 

likelihood of  dysfunctional outcomes increases as conflict moves from perceived to 

felt to manifest.     

 What Causes Intergroup Conflict?  

 Every group comes into at least partial conflict with every other group with which it 

interacts. This tendency is known as “the law of interorganizational conflict.” 6  In this 

section we examine three of the more important factors that contribute to group con-

flict: work interdependence, goal differences, and perceptual differences.  

 Work Interdependence 

 Work interdependence occurs when two or more organizational groups must depend 

on one another to complete their tasks. The conflict potential in such situations 

ranges from relatively low to very high, depending on the nature of  the interdepen-

dence. Three distinct types of  interdependence among groups have been identified: 

pooled, sequential, and reciprocal.  Exhibit 11.2  provides a visual representation of 

these three types.    

         Pooled interdependence    requires no interaction among groups because each group, 

in effect, performs separately. However, the pooled performances of  all the groups 

determine how successful the organization is. For example, the staff  of an IBM sales 

office in one region may have no interaction with its peers in another region. Similarly, 

two bank branches will have little or no interaction. In both cases, however, the groups 

are interdependent because the performance of each must be adequate if  the total or-

ganization is to thrive. The conflict potential in pooled interdependence is relatively 

low, and management can rely on standard rules and procedures developed at the 

main office for coordination. 

     Sequential interdependence    requires one group to complete its task before another 

group can complete its task. Tasks are performed in a sequential fashion. In a manu-

facturing plant, for example, the product must be assembled before it can be painted. 

Thus, the assembling department must complete its task before the painting depart-

ment can begin painting.    

  felt conflict  
 The second stage of 

conflict that includes 

emotional involve-

ment. It is “felt” in the 

form of anxiety, ten-

sion, and/or hostility. 

  manifest conflict  
 The final stage in con-

flict. At the manifest 

conflict stage, the con-

flicting parties are 

 actively engaging in 

conflict behavior. 

Manifest conflict is 

usually very apparent 

to noninvolved parties. 

  pooled 

interdependence  
 Interdependence that 

requires no interaction 

between groups be-

cause each group, in 

 effect, performs 

 separately. 

  sequential 

interdependence  
 Interdependence that 

requires one group to 

complete its task be-

fore another group can 

complete its task. 
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       Under these circumstances, since the output of  one group serves as the input for 

another, conflict between the groups is more likely to occur. Coordinating this type of 

interdependence involves effective use of the management function of planning.    

         Reciprocal interdependence    requires the output of each group to serve as input to 

other groups in the organization. Consider the relationships that exist between the 

anesthesiology staff, nursing staff, technician staff, and surgeons in a hospital operat-

ing room. This relationship creates a high degree of reciprocal interdependence. The 

same interdependence exists among groups involved in space launchings. Another 

 example is the interdependence among airport control towers, flight crews, ground 

operations, and maintenance crews. Clearly, the potential for conflict is great in any of 

these situations. Effective coordination involves management’s skillful use of the orga-

nizational processes of communication and decision making. 

   All organizations have pooled interdependence among groups. Complex organiza-

tions also have sequential interdependence. The most complicated organizations expe-

rience pooled, sequential, and reciprocal interdependence among groups. The more 

complex the organization, the greater are the potentials for conflict and the more 

 difficult is the task facing management.   

 Goal Differences 

 Ideally, interacting groups will always view their goals as mutually compatible and 

behave in such a way as to contribute to the attainment of both sets of goals. Realisti-

cally, however, this is frequently not the case. Several problems related to differences in 

goals can create conflicts. 

   Groups with  mutually exclusive goals  can find themselves in conflict. For example, 

marketing departments usually have a goal of  maximizing sales, while credit depart-

ments seek to minimize credit losses. Depending on which department prevails, differ-

ent customers might be selected. Some incompatible goals may be more apparent than 

  reciprocal 

interdependence  
 Interdependence that 

requires the output of 

each group in an orga-

nization to serve as in-

put to other groups in 

the organization. 

EXHIBIT 11.2
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real; in these situations, conflicting groups need to refocus on larger organizational 

objectives. 

   When  limited resources  must be allocated between groups, mutual dependencies 

increase and any differences in goals become more apparent. If  money, space, labor, 

and materials were unlimited, every group could pursue its own goals. But in virtually 

all cases, resources must be allocated or shared. When groups conclude that resources 

have not been allocated in an equitable manner, pressures toward conflict increase. 7  

When the limited resource is money, conflict potential is particularly strong. 

   Finally, the  different time horizons  needed by groups to achieve their goals can be a 

source of conflict. Research scientists working for a chemical manufacturer may have a 

time perspective of several years, while the same firm’s manufacturing engineers may 

work within time frames of several months. A bank president might focus on 5- and 10-

year time spans, while middle managers of the bank may concentrate on much shorter 

periods. With such differences in time horizons, problems and issues deemed critical by 

one group may be dismissed as unimportant by another, and conflicts may erupt.   

 Perceptual Differences 

 Goal differences can be accompanied by differing perceptions of reality, and disagree-

ments over what constitutes reality can lead to conflict. For instance, a problem in a 

hospital may be viewed in one way by the medical staff  and in another way by the 

nursing staff. Alumni and faculty may have different perceptions concerning the im-

portance of a winning football program. Many factors cause organizational groups to 

form differing perceptions of reality. 8  Major factors include status incongruency, inac-

curate perceptions, and different perspectives. 

    Status incongruency  conflicts concerning the relative status of different groups are 

common. Usually, many different status standards are found in an organization, rather 

than an absolute one. The result is many status hierarchies. For example, status con-

flicts often are created by work patterns—which group initiates the work and which 

group responds. A production department, for instance, may perceive a change as an 

affront to its status because it must accept a sales group’s initiation of work. This sta-

tus conflict may be aggravated deliberately by the sales group. Academic snobbery is 

certainly a fact of  campus life at many colleges and universities. Members of  a par-

ticular academic discipline may perceive themselves, for one reason or another, as hav-

ing a higher status than those of another discipline. 

    Inaccurate perceptions  often cause one group to develop stereotypes about other 

groups. While the differences between groups may actually be quite small, each group 

will tend to exaggerate them. Thus, you will hear that “all women executives are ag-

gressive,” or “all bank trust officers behave alike,” or “all professors think their course 

is the only important one.” When the differences between the groups are emphasized, 

the stereotypes are reinforced, relations deteriorate, and conflict develops. 

   The example given earlier of alumni and faculty having different perceptions con-

cerning the importance of a winning football program is an example of  different per-

spectives.  Alumni may wish for a winning football season because that shows a form 

of institutional success in a very visible public manner. Faculty, on the other hand, 

may see the football program as a distraction from the school’s primary objective of 

creating and disseminating knowledge. The two groups simply may have a different 

view of what is most important. Group goals, experience, values, and culture all may 

contribute to different ways of  seeing the world. The different perspectives growing 

out of  different organizational cultures can explain why conflict frequently results 

when companies are merged. 
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   The nearby Management Pointer provides suggestions for minimizing the role per-

ceptual differences may play in causing conflict.     

 The Consequences of Dysfunctional Intergroup Conflict  

 Behavioral scientists have spent more than four decades researching and analyzing 

how dysfunctional intergroup conflict affects those who experience it. 9  They have 

found that groups placed in a conflict situation tend to react in fairly predictable ways. 

We shall examine a number of the changes that can occur  within groups  and  between 

groups  as a result of dysfunctional intergroup conflict.  

   Changes within Groups 

 Many changes are likely to occur within groups involved 

in intergroup conflict. Unfortunately, these changes gener-

ally result in either a continuance or an escalation of  the 

conflict.  

 Increased Group Cohesiveness 

 When groups are engaged in a conflict, their cohesion tends 

to increase. Competition, conflict, or perceived external 

threat usually result in group members putting aside indi-

vidual differences and closing ranks. Members become 

more loyal to the group, and group membership becomes 

more attractive. This increase in cohesion is necessary to 

mobilize group resources in dealing with the “enemy” and 

tends to result in the suppression of  internal disagreements. 

This tendency toward increased cohesion in the face of 

threat was seen in Kosovo. Ethnic groups in the former 

 Yugoslavia have historically had difficulties getting along 

with each other.   

 Emphasis on Loyalty 

 The tendency of groups to increase in cohesiveness suggests that conformity to group 

norms becomes more important in conflict situations. In reality, it is not unusual for 

groups to overconform to group norms in conflict situations. This may take the form of 

blind acceptance of dysfunctional solutions to the conflict and result in groupthink, as 

discussed in the previous chapter. In such situations, group goals take precedence over 

individual satisfaction as members are expected to demonstrate their loyalty. In major 

conflict situations, interaction with members of “the other group” may be outlawed.   

 Rise in Autocratic Leadership 

 In extreme conflict situations where threats are perceived, democratic methods of lead-

ership are likely to become less popular. Group members want strong leadership. This 

was true in the air traffic controllers’ strike, discussed in the next chapter. Professional 

sports offer a number of examples, including the National Football League players’ 

strike in 1987 and the Major League Baseball Players Association strike in 1994, which 

led to cancellation of the World Series for the first time in 90 years. In this strike, Union 

President Donald Fehr had tremendous authority from the players to do what he be-

lieved was best. Another sign of strong leadership is the fact that the Major League 

MINIMIZING PERCEPTUAL 

BASES FOR CONFLICT

Perceptual differences can lead to conflict. To 

reduce the likelihood this will happen:

1. Communicate effectively! Reduce 

inaccurate perceptions by ensuring that 

groups have sufficient information to make 

accurate judgments.

2. Help develop a group’s social sensitivity. 

Help the group understand the basis for 

another group’s perspective (understanding 

does not necessarily mean agreeing with 

the other group’s position).

3. Emphasize behavioral flexibility. Engage in 

actions (e.g., sharing information) based 

upon an understanding of the other group’s 

perspective.

Management Pointer
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Baseball players union was able to delay drug-testing programs until 2004 despite sev-

eral years of suspicion that players were taking performance-enhancing drugs. 10    

 Focus on Activity 

 When a group is in conflict, its members usually emphasize doing what the group does 

and doing it very well. The group becomes more task-oriented. Tolerance for members 

who goof off  is low, and there is less concern for individual member satisfaction. The 

emphasis is on accomplishing the group’s task and defeating the “enemy” (the other 

group in the conflict).    

 Changes between Groups 

 During conflicts, certain changes will probably occur between the groups involved.  

 Distorted Perceptions 

 During conflicts, the perceptions of each group’s members become distorted. Group 

members develop stronger opinions of the importance of their units. Each group sees 

 itself as superior in performance to the others and as more important to the survival of 

the organization than other groups. In a conflict situation, nurses may conclude that they 

are more important to a patient than physicians, while physicians may consider them-

selves more important than hospital administrators. The marketing group in a business 

organization may think, “Without us selling the product, there would be no money to 

pay anyone else’s salary.” The production group, meanwhile, will say, “If we don’t make 

the product, there is nothing to sell.” Ultimately, none of these groups is more important, 

but conflict can cause their members to develop gross misperceptions of reality.   

 Negative Stereotyping 

 As conflict increases and perceptions become more distorted, all the negative stereo-

types are reinforced. A management representative may say, “I’ve always said these 

union guys are just plain greedy. Now they’ve proved it.” The head of a local teachers 

union may say, “Now we know that what all politicians are interested in is getting re-

elected, not the quality of  education.” When negative stereotyping is a factor in a 

conflict, the members of each group see fewer differences within their unit and greater 

differences between the groups than actually exist.   

 Decreased Communications 

 Communications between the groups in conflict usually break down. This can be ex-

tremely dysfunctional, especially where sequential interdependence or reciprocal inter-

dependence relationships exist between groups. The decision-making process can be 

disrupted, and the customers or others whom the organization serves can be affected. 

Consider the possible consequences to patients, for instance, if  a conflict between hos-

pital technicians and nurses continues until it lowers the quality of health care. 

 While these are not the only dysfunctional consequences of intergroup conflict, they 

are the most common, and they have been well documented in the research literature. 

Other consequences, such as violence and aggression, are less common but also occur. 

 Also, tension occasionally results in creativity among individuals and groups.  Michael 

Eisner, ex-chairman of Walt Disney, suggested that creative tension produced a steady 

stream of ideas. 11  He indicated that, at Disney, common sense and conflict yielded the 

needed creativity. Without conflict and common sense, Eisner believed, the creative sparks 

needed to keep coming up with new ideas would be lost. Many of his critics believed 

that Eisner was too confrontational to be effective in his position of CEO. 12  When 
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 intergroup conflicts occur, some form of managerial intervention is usually necessary. 

How managers can deal with these situations is the subject of the next section.      

 Managing Intergroup Conflict through Resolution  

 Since managers must live with intergroup conflict, they must confront the problem of 

managing it. 13  In this section we will examine several approaches to managing con-

flict.  Exhibit 11.3  provides a framework, in the form of a conflict-resolution grid, for 

examining these various approaches. 14  As the exhibit suggests, one way of  viewing 

conflict-resolution efforts between groups is to examine the extent to which a conflict-

ing group has an internal and external focus with respect to resolution strategies. An 

 internal focus  represents the extent to which a group is intent upon addressing its own 

concerns in a conflict situation. An  external focus  reflects the extent to which a group 

is intent on addressing the concerns of  the other group (or groups) involved in the 

conflict. From this perspective, internal and external foci are not opposite ends of the 

same dimension. Rather, they are two separate dimensions. Varying degrees of focus 

on these two dimensions lead to five approaches to resolving intergroup conflict. De-

pending upon the nature and conditions of the conflict, each of these five approaches 

can represent an effective approach for conflict-resolution management. We will ex-

amine each of these approaches separately.  

 Dominating 

 A dominating approach to conflict resolution represents a group’s maximum focus on 

meeting its own concerns, coupled with a minimal focus on meeting the concerns of 

the other group. Dominating tends to be a power-oriented approach. That is, to be 

successful it requires that the using group have sufficient power to “force” its resolu-

tion on the other group. A group may hold the balance of power because it is higher 

up in the organizational hierarchy (that is, it has more authority); it controls critical 

resources (for example, budgets, personnel, or important knowledge); it has allied with 

powerful groups; or for a variety of other reasons. 

EXHIBIT 11.3
Conflict-Resolution 
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   It is not unusual for both groups in a conflict to attempt a dominating approach to 

resolving their differences. Frequently in such cases, this means that one of the groups 

has overestimated its own power relative to that of the other group. In such cases, the 

outcome can have negative consequences for one or both groups. In labor disputes, for 

example, both management and the union may adopt a dominating approach to re-

solving their differences. The end result of this kind of power play may be a prolonged 

strike that is costly to both sides. The Organizational Encounter on page 320 describes 

five different approaches that people use to handle conflict in a negotiating context. 

   Despite the potential problems associated with the use of  domination as a means 

of resolving conflict, it may be very appropriate and useful in some instances. There 

are times (for example, emergency situations) when differences must be settled quickly. 

When rapid and decisive action is important, dominating can represent the most time-

effective means of resolution. Dominating may also be the best approach in resolving 

important issues when unpopular courses of  action must be taken, such as layoffs, 

implementing new schedules, or enforcing unpopular policies and procedures.   

 Accommodating 

 In many respects, accommodating is just the opposite approach from dominating. An 

accommodating party places maximum emphasis on meeting the needs of  the other 

group, while minimizing its own concerns. Although accommodation may appear to 

be “giving in,” this may be an extremely beneficial approach for a conflicting group to 

use in some situations. For example, issues over which groups might conflict are not 

always of equal importance to each group. If  the issue is critical to one group and of 

little importance to the other, obliging the first group through accommodating costs 

the second group little and may be seen as a goodwill gesture that helps maintain a 

cooperative relationship. Accommodating may also purchase “credits” that can be 

used in subsequent conflicts when the issues are more important to the obliging group. 

Finally, there may be instances when preserving the peace and avoiding disharmony 

are more important than reaching a resolution that maximizes a particular group’s 

concerns.   

 Problem Solving 

 Problem solving represents what might appear to be the theoretically ideal or best ap-

proach to conflict resolution. However, it can be an extremely difficult approach to 

implement effectively. Problem solving, sometimes called collaborating or integrating, 

seeks to resolve conflict by placing maximum focus on both groups’ concerns. Success-

ful problem solving requires that conflicting groups display a willingness to work col-

laboratively toward an integrative solution that satisfies the needs of  all concerned. 

The greatest obstacle that must be overcome is the win–lose mentality that so often 

characterizes conflicting groups. Unless the parties involved can rise above that kind 

of thinking, problem solving is not likely to be successful. 

   The potential benefits of  using a problem-solving approach are significant. When 

conflicting parties truly collaborate, this can result in a merger of insight, experience, 

knowledge, and perspective that leads to higher-quality solutions than would be 

 obtained by any other approach. Additionally, because both parties’ concerns are 

 incorporated into the resolution, commitment to the effective implementation of the 

solution is high. Sometimes the problem-solving process is aided by focusing on a 

 superordinate goal. A    superordinate goal    is one that cannot be attained by one group 

singly and supersedes all other concerns of  any of the individual groups involved in 

  superordinate goal  
 A goal that cannot be 

achieved without the 

cooperation of the 

conflicting groups. 
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HOW DO YOU HANDLE CONFLICT?
Are you the kind of person who thrives on arguing with other 

people, regardless of the topic being discussed? Or do you tend 

to shy away from disagreements to maintain harmony? Under-

standing your preferred conflict management style can help you 

to be a more effective co-worker and manager. As a student, 

Competing: High scores on Q1 and Q6 indicate that your pre-

ferred style is to focus on winning in a negotiation setting. Con-

flict is seen as a part of the negotiation process, a means to 

receive what you desire. You enjoy the negotiation process. Trial 

attorneys fit this type of conflict management style.

Collaborating: People who have high scores on Q5 and Q10 

tend to enjoy the negotiation process because it gives them an 

opportunity to probe deeply into difficult problems and help pro-

duce solutions that are acceptable to multiple parties. Real es-

tate brokers tend to handle conflict in this manner.

Avoiding: Scoring high on Q4 and Q9 indicates that you prefer 

to avoid conflict and opportunities to negotiate. Although avoid-

ance of conflict can help keep teams functioning when interper-

sonal difficulties arise, it can also lead to a variety of problems 

and dysfunctional behavior if issues are left unaddressed and 

unresolved. Professional politicians tend to be avoiders.

Accommodating: People with high scores on Q2 and Q7 use 

their relationship-building skills and empathy toward other peo-

ple’s emotions to help solve other people’s problems. High 

such knowledge will help you work better with other students on 

group projects—especially at the end of the semester, when 

multiple deadlines can stress everyone’s patience.

Complete the following self-assessment by circling one of the 

numbers from the following scale to describe your reaction to 

each of the statements below:

 accommodators place a good deal of emphasis on the needs of 

others. These types of negotiators are good in sales-based roles 

where relationships are critical. An example of this would be the 

account manager of a large natural gas company who is as-

signed to one large account for a three-year period.

Compromising: High scores on Q3 and Q8 indicate that your 

preferred conflict resolution style is to try to “close the gap” in two 

parties’ desires by using some type of fair criteria that appear 

reasonable to both sides. Compromisers tend to want to preserve 

the relationship between parties. An example of a compromiser 

would be a team leader who is trying to work out a problem be-

tween two of her direct reports. She wants to resolve the problem 

quickly and have both parties feel that the outcome is fair.

Sources: Adapted from G. Richard Shell, “Bargaining Styles and Nego-

tiation: The Thomas-Kilmann Conflict Mode Instrument in Negotiation 

Training,” Negotiation Journal 17, no. 2 (April 2001), pp. 155–74; and K.W. 

Thomas, “Conflict and Conflict Management,” in Handbook of Industrial 

Psychology and OrganizationalPsychology, Vol. II, ed. M. Dunnette 

 (Chicago: Rand McNally, 1976), pp. 889–935.

O R G A N I Z A T I O N A L  E N C O U N T E R

 1 5 Never . . . 2 5 Rarely . . .  3 5 Sometimes . . . 4 5 Often . . .  5 5 Very often 

Statement Circle One

 1. I work to come out victorious, no matter what. 1 2 3 4 5

 2. I try to put the needs of others above my own. 1 2 3 4 5

 3. I look for mutually satisfactory solutions. 1 2 3 4 5

 4. I try not to get involved in conflicts. 1 2 3 4 5

 5. I strive to investigate issues thoroughly and jointly. 1 2 3 4 5

 6. I never back away from a good argument. 1 2 3 4 5

 7. I strive to foster harmony. 1 2 3 4 5

 8. I negotiate to get a portion of what I propose. 1 2 3 4 5

 9. I avoid open discussions of controversial subjects. 1 2 3 4 5

10. I openly share information with others in resolving disagreements. 1 2 3 4 5

Scoring and Interpretation

Competing Q1 ______ 1 Q6 ______ 5 Total

Collaborating Q5 ______ 1 Q10 ______ 5 Total

Avoiding Q4 ______ 1 Q9 ______ 5 Total

Accommodating Q2 ______ 1 Q7 ______ 5 Total

Compromising Q3 ______ 1 Q8 ______ 5 Total

Your preferred conflict-handling style is: ______ (category with highest score).

Your backup conflict-handling style is: ______ (category with 2nd highest score).

320
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the conflict. For example, members of  the United Auto Workers union at the Ford 

Motor Company, in response to a major downturn in automobile sales and profit-

ability, agreed to caps on overtime and unemployment pay and reductions in wage 

increases because the survival of the company was threatened. 15     

      Avoiding 

 Frequently, some way can be found to avoid conflict. While avoiding may not bring 

any long-run benefits, it can be an effective and appropriate strategy in some conflict 

situations. Foremost among these is when avoiding is used as a temporary alternative. 

When the conflict is a particularly heated one, for example, temporary avoidance gives 

the involved parties an opportunity to cool down and regain perspective. Avoiding 

may also buy time needed by one or more of the groups to gather additional informa-

tion necessary for a longer-range solution. Avoiding may also be appropriate when 

other parties are in a better position to resolve the conflict or when other matters that 

are more important need to be addressed. Unfortunately, people have a great tempta-

tion to overuse an avoiding approach; the number of situa-

tions where avoiding is the most effective strategy for dealing 

with a conflict is typically less than we would like it to be. 

Nonetheless, as a temporary expedient, avoiding can be a 

useful prelude to the implementation of  a longer-range 

strategy.  

    Compromising 

 Compromising is a traditional method for resolving inter-

group conflicts. With compromise, there is no distinct win-

ner or loser, and the resolution reached probably is not ideal 

for either group. Compromising can be used very effectively 

when the goal sought (for example, money) can be divided 

equitably. If  this is not possible, one group must give up 

something of value as a concession. 

   Compromising might be useful when two conflicting 

parties with relatively equal power are both strongly com-

mitted to mutually exclusive goals. It may also represent a 

way of  gaining a temporary settlement to particularly com-

plex and difficult issues. We saw earlier that problem solv-

ing was a desirable but difficult approach to conflict 

resolution. Compromise is a good “backup” strategy that 

conflicting parties can fall back on if  their attempts at prob-

lem solving are unsuccessful. Sometimes, compromising 

may involve third-party interventions. 16  Such intervention 

may take the form of appealing to a managerial higher au-

thority or a decision to submit the conflict to some form of 

mediation or arbitration. 

   Compromising is a middle-of-the-road approach. It typically involves giving up 

more than dominating, but less than accommodating. Additionally, it addresses 

 issues more directly than avoiding, but with less depth than problem solving. 

   Each of  these five approaches just discussed has assets and liabilities, and each 

is effective or ineffective in different situations. The Management Pointer high-

lights when each might be most appropriate. 

WHEN TO USE THE DIFFERENT CONFLICT-

RESOLUTION APPROACHES

While there are many different situations in 

which each of the approaches is valid, keep 

these general points in mind:

• Use a dominating approach on important 

issues where you are certain you are right 

and where the benefit of a resolution 

outweighs the drawback of possible 

negative feelings by the dominated group.

• Use an accommodating approach in 

disputes that are of far greater importance to 

the other group than they are to your group.

• Use a problem-solving approach when both 

groups are willing to invest time and effort 

to reach a resolution that maximizes 

everyone’s outcome.

• Use an avoiding approach primarily as a 

temporary expedient to buy more time.

• Use a compromising approach as a middle 

ground. It is a good backup approach when 

other approaches (mainly dominating and 

problem solving) fail to resolve the issue.

Management Pointer
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   What this chapter has said thus far about intergroup conflict is summarized in 

  Exhibit 11.4 . The exhibit illustrates the relationship between causes and types of conflict, 

the consequences of conflict, and approaches to conflict resolution. Keep in mind that 

views of conflict and approaches to conflict resolution vary across cultures. Important 

aspects of  conflict are viewed and experienced differently in different nations. The 

Global OB on page 323 illustrates this. 

     Stimulating Constructive Intergroup Conflict  

 Throughout this chapter we have stressed that some conflict is beneficial. This point 

was first made in the discussion on the contemporary perspective on conflict and is 

noted again in Exhibit 11.4, which details some of the functional consequences of in-

tergroup conflict. We have already examined the situation where conflict is dysfunc-

tional because it is too high; we have said little, however, regarding situations in which 

there is an insufficient amount of conflict. If  groups become too complacent because 

everything always operates smoothly, management might benefit from stimulating 

conflict. Lack of any disagreement can lead to suboptimum performance, including 

inferior decision making. 

   A variety of research supports this conclusion. In one study, experimental and con-

trol groups were formed to solve a problem. The experimental groups had a member, 

a confederate of  the researcher, whose job was to challenge the majority view of the 

groups he or she had been planted in as the group attempted to solve the problem. The 

control groups had no such member. In every case, the experimental groups outper-

formed the control groups. 17  

EXHIBIT 11.4 An Overview of Intergroup Conflict

Action lines

Influence lines

• Accommodating

• Problem solving

• Avoiding

• CompromisingIntergroup
conflict

CONSEQUENCES OF

DYSFUNCTIONAL CONFLICT
CONFLICT-

RESOLUTION

APPROACHES

CONSEQUENCES OF

FUNCTIONAL CONFLICT

CHANGES 
WITHIN
GROUP

CHANGES 
BETWEEN
GROUPS

• Increase in
 cohesiveness
• Rise in autocratic
 leadership
• Focus on activity
• Emphasis on
 loyalty

• Distorted 
 perceptions
• Negative
 stereotyping
• Decrease in
 communications

• Awareness of problem

• Search for solutions

• Change and adaptation

• Innovation

• Dominating

Positive 
movement toward
organizational goals

Survival of
organization

CAUSES OF 

INTERGROUP

CONFLICT

• Interdependence
  Pooled 
  Sequential
  Reciprocal

• Goal differences
  Mutually exclusive 
   goals
  Limited resources
  Different time 
   horizons

• Perceptual differences
  Status incongruency
  Inaccurate 
   perceptions
  Different 
   perspectives
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   While lack of conflict may prove beneficial in the short run, it can lead to situations 

where one group holds tremendous influence over another. For example, observers of 

the Japanese style of participatory management question whether the lack of conflict 

between managers and employees in Japanese firms is healthy. 18  

   Raising conflict levels can yield a number of benefits. Some conflict is probably necessary 

to stimulate the critical evaluation of organizational policies and processes and to lay the 

groundwork for change. Lack of conflict leads to acceptance of the status quo and discour-

ages innovation. Increasing conflict can be an effective antidote for groupthink (discussed 

in the previous chapter). As was suggested in Exhibit 11.1, organizational performance 

 suffers not only when conflict levels are too high but also when they are too low.  

    What can management do to increase conflict to achieve functional consequences? 

Four possible strategies are discussed below.  

 Bringing Outside Individuals into the Group 

 A technique widely used to “bring back to life” a stagnant organization or subunit of an 

organization is to hire or transfer in individuals whose attitudes, values, and backgrounds 

differ from those of the group’s present members. Many college faculties consciously seek 

new members with different backgrounds and often discourage the hiring of graduates of 

their own programs. This is to ensure a diversity of viewpoints among the faculty. 

   The technique of bringing in outsiders is also used widely in government and busi-

ness. Recently, a bank president decided not to promote from within for a newly created 

CONFLICT RESOLUTION: HOW JAPANESE AND 

AMERICANS DIFFER
Rensis Likert, the renowned social scientist and management 

 expert, once observed that the strategies used by a society and 

its organizations for dealing with conflict reflect the basic values 

and philosophy of that society. In ideal circumstances, conflicts 

can be difficult to resolve; once the confounding variable of inter-

cultural differences is added, conflict resolution becomes even 

more complex. Consider, for example, Japanese and American 

differences in the table below.

These broad generalizations may not apply in specific situa-

tions or with specific individuals or groups, but they point out that 

intercultural conflicts—and successful intercultural conflict 

resolution—are affected by differing cultural perspectives, val-

ues, and styles of interacting. All of these are significant factors 

that cannot be ignored in the conflict-resolution process.

G L O B A L  O B

Japanese American Japanese American

Resolution involves Short-term perspective Takes time; process is  Time is money; win–lose

long-term perspective   important; win–win approach approach

Cooperation based  Spirit of competition Emotional sensitivity Emotional sensitivity

on team spirit and rivalry highly valued not highly valued

Disagreement with Disagreement with superior  Good of the group is Profit motive or good of

superior often, but polite seldom, but violent ultimate aim individual ultimate aim

Disputes settled through Disputes settled through  Face-saving crucial; decisions Decision made on cost–

conferral and trust  contracts and bringing often made to save someone  benefit basis; face-saving

 arbitration from embarrassment not always important

Sources: Based on materials from Tae-Yeol Kim, Chongwei Wang, Mari Kondo, and Tae-Hyun Kim, “Conflict Management Styles: The Differences among 

the Chinese, Japanese, and Koreans,” International Journal of Conflict Management 18, no. 1 (2007), pp. 23–41; Catherine Tinsley, “Models of Conflict 

Resolution in Japanese, German, and American Cultures,” Journal of Applied Psychology 83 (1998), pp. 316–23; P. Casse, Training for the Multicultural 

Manager: A Practical and Cross-Cultural Approach to the Management of People (Washington, DC: Society of Intercultural Education, Training, and 

Research, 1982); and B.J. Punnett, Experiencing International Management (Boston: PWS-Kent, 1989).
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position of marketing vice president. Instead, he hired a highly successful executive from 

the very competitive consumer products field. The bank president believed that, while 

the outsider knew little about marketing financial services, her approach to, and knowl-

edge of, marketing was what the bank needed to become a strong competitor.   

 Altering the Organization’s Structure 

 Changing the structure of the organization not only can help resolve intergroup con-

flict, but it is also excellent for  creating  conflict. For example, a school of business typi-

cally has several departments. One, named the Department of Business  Administration, 

includes all of  the faculty members who teach courses in management, marketing, 

 finance, production management, and so forth. Accordingly, the department is rather 

large, with 32 members under one department chairperson, who reports to the dean. A 

new dean recently has been hired, and he is considering dividing the business adminis-

tration unit into several separate departments (e.g., departments of marketing, finance, 

management), each with five or six members and a chairperson. The reasoning is that 

reorganizing in this manner will create competition among the groups for resources, 

students, faculty, and so forth, where none  existed before because there was only one 

group. Whether this change will improve performance remains to be seen.   

 Stimulating Competition 

 Many managers utilize various techniques to stimulate competition among groups. 

The use of a variety of incentives, such as awards and bonuses for outstanding perfor-

mance, often stimulates competition. If  properly utilized, such incentives can help 

maintain a healthy atmosphere of competition that may result in a functional level of 

conflict. Incentives can be given for least defective parts, highest sales, best teacher, 

greatest number of new customers, or in any area where increased conflict is likely to 

lead to more effective performance.   

 Using Programmed Conflict 

 Increasingly, organizations are turning to programmed conflict to increase creativity and 

innovation and to improve decision making. Programmed conflict is conflict that is delib-

erately and systematically created even when no real differences appear to exist. It is “con-

flict that raises different opinions regardless of the personal feelings of the managers.” 19  

One popular form of programmed conflict is devil’s advocacy. In    devil’s advocacy,    some-

one or some group is assigned the role of critic with the job of uncovering all possible 

problems with a particular proposal. The role of the devil’s advocate is to ensure that op-

posing views are presented and considered before any final decision is made.    

      Numerous organizations use some form of  programmed conflict. Royal Dutch 

Shell regularly uses a devil’s advocacy approach. Before Anheuser-Busch makes a 

 major decision, such as entering a market or building a plant, it assigns groups the job 

of making the case for each side of  the question. IBM has a system that encourages 

employees to disagree with their bosses. All of these companies have the same goal: to 

improve organizational performance by stimulating conflict.     

 Negotiations  

 Frequently, an important part of the process of conflict resolution involves negotiations. 

Negotiations may be viewed as a process in which two or more parties attempt to reach 

acceptable agreement in a situation characterized by some level of disagreement. In an 

  devil’s advocacy  
 A form of pro-

grammed conflict 

in which someone or 

some group is assigned 

the role of critic whose 

job it is to uncover all 

possible problems with 

a particular proposal. 
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organizational context, negotiation may occur (1) between two people (as when a man-

ager and subordinate decide on the completion date for a new project the subordinate 

has just received); (2) within a group (most group decision-making situations); (3) between 

groups (such as the purchasing department and a supplier regarding price, quality, or 

delivery date), which has been the focus in this chapter; and (4) over the Internet. The 

Internet now serves as a place to negotiate jobs, consulting projects, training program 

prices, and supplier product prices. The one difference in negotiating on the Internet is 

that it is done with written communication only. Many of the skills discussed in this sec-

tion apply to both face-to-face negotiations and Internet transactions. 

   Regardless of the setting or the parties involved, negotiations usually have at least 

four elements. 20  First, some disagreement or  conflict exists . This may be perceived, 

felt, or manifest. Second, there is some degree of  interdependence between the parties . 

Third, the situation must be conducive to  opportunistic interaction.  This means that 

each party has both the means and inclination to attempt to influence the other. 

 Finally, there exists some  possibility of agreement.  In the absence of this latter element, 

of course, negotiations cannot bring about a positive resolution. Often, negotiation is 

required when it is least expected, as illustrated in this chapter’s You Be the Judge.  

    When negotiations are successful, each party feels that it has significantly benefited 

from the resolution. When they fail, however, the conflict often escalates.  

 Win–Lose Negotiating 

 The classical view suggests negotiations are frequently a form of a zero-sum game. 

That is, to whatever extent one party wins something, the other party loses. A zero-

sum situation assumes limited resources, and the negotiation process is to determine 

who will receive these resources. This is also known as  distributive negotiating.  The 

term refers to the process of dividing, or “distributing,” scarce resources. Such a win–

lose approach characterizes numerous negotiating situations. Buying an automobile is 

a classic example. As the buyer, the less you pay the less profit the seller makes; your 

“wins” (in the form of fewer dollars paid) are the seller’s “losses” (in the form of fewer 

dollars of  profit). Note that in win–lose negotiating, one party does not necessarily 

LOWBALLING IN SALARY NEGOTIATIONS: 

HOW WOULD YOU HANDLE IT?
Assume you have been interviewing with a company that you 

have wanted to get a job with for a long time. The interviews 

went reasonably well and you like what you heard about the 

job itself, the organizational culture, and the people with whom 

you would be working on a day-to-day basis. To be prepared 

and get the best possible starting salary, you’ve done some 

research and found that the salary range for this position is 

$35,000 to $40,000. You would like to earn more but figure that 

it’s worth paying your dues for a while to have this job and be 

with a good company with room to move up quickly.

When the HR manager presents you with the initial offer, 

you’re surprised and a little shocked. The starting salary is 

closer to $30,000. You say you have to think about it. At home, 

you recall that the HR manager called this an “initial offer.” 

Rather than reject the offer and move on to interviewing with 

other companies, you believe this low initial offer is the HR 

manager’s way of lowballing, or providing you with an 

 extremely low offer as a way to lower salary expectations.

If you are correct in assuming that this is merely a nego-

tiation tactic, what should you do?

Should you submit a counteroffer in the amount of 

$45,000 and indicate that you believe this is more in line 

with your compensation requirements? Should you just 

 forget the whole thing and move on to other employment 

opportunities? In either case, what’s your opinion of the HR 

manager’s offer?

Y O U  B E  T H E  J U D G E
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“lose” in an absolute sense. Presumably the party selling the car still made a profit, but 

to the extent the selling price was lowered to make the sale, the profit was lower. 

   In organizations, win–lose negotiating is quite common. It characterizes most bar-

gaining involving material goods, such as the purchase of supplies or manufacturing raw 

materials. Win–lose negotiating can be seen in universities where each college attempts 

to negotiate the best budget for itself, invariably at the expense of some other college. 

Frequently, the most variable examples of distributive negotiations in organizations are 

those that take place between labor and management. Issues involving wages, benefits, 

working conditions, and related matters are seen as a conflict over limited resources.   

 Win–Win Negotiating 

 Win–win, or integrative, negotiating brings a different perspective to the process. Unlike 

the zero-sum orientation in win–lose, win–win negotiating is a positive-sum approach. 

Positive-sum situations are those where each party gains without a corresponding loss 

for the other party. This does not necessarily mean that everyone gets everything they 

wanted, for seldom does that occur. It simply means that an agreement has been achieved 

that leaves all parties better off than they were before the agreement. 

   It may seem as if  a win–win approach is always preferable to a win–lose one. Why 

should there be a winner and a loser if  instead there can be two winners? Realistically, 

however, not every negotiating situation has an integrative payoff. Some situations re-

ally are distributive; a gain for one side must mean an offsetting loss for the other. In 

the automobile purchase example cited earlier, it is true that both the purchaser and 

the seller can “win” in the sense that the purchaser obtains the car and the seller makes 

a profit. Nonetheless, this is essentially a distributive situation. The purchaser can 

obtain a better deal  only  at the loss of some profit by the seller. There is simply no way 

the purchaser can get the lowest price while the seller obtains the highest profit. 

   Even if  the nature of what is being negotiated lends itself  to a win–win approach, 

the organization of the negotiators may not. Win–win, or integrative, negotiating can 

work only when the issues are integrative in nature and all parties are committed to an 

integrative process. Typically, union and management bargaining includes issues that 

are both distributive and integrative in nature. However, because negotiators for both 

sides so frequently see the total process as distributive, even those issues that truly may 

be integrative become victims of a win–lose attitude, to the detriment of both parties.     

 Negotiation Tactics  

 To achieve a win–win or win–lose negotiation outcome, a variety of specific negotia-

tion tactics can be employed by managers. 21  Some of the most frequently used tactics 

will be discussed next.  

  1.    Good-guy/bad-guy team.  Anyone who has read a detective story or seen a TV police 

show is familiar with this tactic. The bad-guy member of the negotiating group advo-

cates such extreme positions that whatever the good guy says sounds reasonable.  

  2.    The nibble.  This tactic involves getting an additional concession or perk after an 

agreement has been reached. An example would be the request for an additional 

point on an exam grade by a student after an agreement was reached with the pro-

fessor that the student would receive three extra points.  

  3.    Joint problem solving.  A manager should never assume that the more one side wins, the 

more the other loses. Feasible alternatives not yet considered may exist. For instance, 
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to decrease the hundreds of calls that the service department receives each day at a 

computer software firm, maybe the Web site designer could add a list of frequently 

asked questions to the company’s Web site. This would decrease the number of calls 

and thus alleviate some conflict between the service and Web site design departments.  

  4.    Power of competition.  Tough negotiators use competition to make opponents think 

they don’t need them. A line manager may use this tactic by threatening that his group 

will procure computer services outside the organization if the headquarters’ computer 

staff doesn’t comply with its service demands. The most effective defense against this 

tactic is for the opposing manager to remain objective. Don’t commit quickly to unfa-

vorable terms because of the fear of quick action on the other group’s part.  

  5.    Splitting the difference.  This can be a useful technique when two groups come to an 

impasse. Managers should be careful, however, when the other group offers to split 

the difference too early. It may mean the other group has already received more 

than it thinks it deserves.      

 Increasing Negotiation Effectiveness  

 Just as there is no one best way to manage, neither is there one best way to negotiate. 

The selection of  specific negotiation strategies and tactics depends on a number of 

variables. The nature of the issues being negotiated is a critical consideration. For ex-

ample, how one approaches negotiating distributive issues may be quite different from 

the strategy employed for negotiating integrative ones. The context or environment in 

which the negotiations are occurring may also be an important consideration, as may 

be the nature of the outcomes that are desired from the negotiating process. In many 

negotiating situations this last consideration may be the most important. 

   One useful way to think about desired outcomes is to distinguish between  substan-

tive  and  relationship  outcomes. 22   Substantive  outcomes have to do with how the spe-

cific issue is settled. To strive to end up with a bigger piece of  the pie than the other 

party is to focus on a substantive outcome. On the other hand, to negotiate in a man-

ner designed primarily to maintain good relations between the parties—irrespective of 

the substantive result—is to focus on  relationship  outcomes. While the two concerns 

are not mutually exclusive, the relative importance assigned them will affect a manag-

er’s choice of negotiation strategies. 

   One model for increasing negotiating effectiveness is found in the work of  the 

Dutch management practitioner Willem Mastenbroek. Although the model is ex-

tremely comprehensive, the key focus is on four activities. 23   

  1.    Obtaining substantial results.  This refers to activities that focus on the content of 

what is being negotiated. Desirable outcomes cannot be achieved if  the negotia-

tions do not stay constructively focused on the real issues. A judicious exchange of 

information regarding goals and expectations of  the negotiating process is an ex-

ample of this type of activity.  

  2.    Influencing the balance of power.  The final outcome of  negotiations is almost al-

ways directly related to the power and dependency relationships between the nego-

tiators. Neither attempts to increase one’s power through dominance nor responding 

with total deference to the other party’s attempt to increase their power represents 

the most effective means of dealing with power issues. Achieving subtle shifts in the 

balance of  power through the use of  persuasion, facts, and expertise are almost 

 always more effective.  
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  3.    Promoting a constructive climate.  This relates to activities designed to facilitate 

progress by minimizing the likelihood that tension or animosity between the parties 

becomes disruptive. Specific activities might include attending to each party’s opin-

ions, acting in a predictable and serious manner, treating each party with respect, 

and showing a sense of humor. Being on different sides of an issue does not have to 

mean being at odds personally.  

  4.    Obtaining procedural flexibility.  These are activities that allow a negotiator to increase 

negotiating effectiveness through increasing the type and number of options available 

for conducting the negotiations. The longer a negotiator can keep the widest variety 

of options open, the greater the likelihood of reaching a desirable outcome. Exam-

ples include judicious choice of one’s initial position, dealing with several issues 

 simultaneously, and putting as many alternatives on the table as possible.    

 Using Third-Party Negotiations 

 Negotiations do not always take place only between the two parties directly involved 

in the disagreement. Sometimes third parties are called in when negotiations between 

the main parties have broken down or reached an impasse. At other times, third par-

ties may be part of the negotiation from the beginning. In some instances, third-party 

involvement is imposed on the disputing parties; in others, the parties themselves 

 voluntarily seek out third-party assistance. In any event, the instances of third-party 

negotiations appear to be increasing. 

   There are different kinds of third-party interventions, and third-party involvement 

has been characterized in many different ways. One such typology suggests four basic 

kinds of interventions. 24   Mediation  is where a neutral third party acts as a facilitator 

through the application of reasoning, suggestion, and persuasion. Mediators facilitate 

resolution by affecting how the disputing parties interact. Mediators have no binding 

authority; the parties are free to ignore mediation efforts and recommendations.  Arbi-

tration  is where the third party has the power (authority) to impose an agreement. In 

conventional arbitration, the arbitrator selects an outcome that is typically somewhere 

between the final positions of the disputing parties. In final-offer arbitration, the arbi-

trator is mandated to choose one or the other of the parties’ final offers, and thus has 

no real control over designing the agreement. 25   Conciliation  occurs where the third 

party is someone who is trusted by both sides and serves primarily as a communica-

tion link between the disagreeing parties. A conciliator has no more formal authority 

to influence the outcome than does a mediator. Finally,  consultation  is where a third 

party trained in conflict and conflict-resolution skills attempts to facilitate problem 

solving by focusing more on the relations between the parties than on the substantive 

issues. The chief  role of  the consultant is to improve the negotiating climate so that 

substantive negotiations can take place in the future. 

   It is not uncommon for managers to serve as third parties in negotiations. Situa-

tions in which this could occur would include two subordinates who are having a dis-

agreement, an employee and a dissatisfied customer, or disputes between two 

departments, both of  which report to the manager. As a third party, the manager 

could be called upon to assume any and all of these four types of roles.   

 Team Building 

 Team building is a type of planned intervention that is meant to build self-awareness 

and camaraderie among members of a team. 26  With the help of a trained facilitator, 

team-building exercises can be performed within the organization or at some outside 

location. Examples of outside activities include high ropes course, river rafting, and 

  team building  
 A type of planned 

 intervention that is 

meant to build 

 self-awareness and 

 camaraderie among 

members of a team. 
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overnight camping trips. Effective team-building activities can help develop stronger 

relationships among employees, which can help prevent (or at least decrease) interper-

sonal conflict at the office. Ineffective team-building approaches focus too much on a 

onetime event that is entertaining, feels good, and serves as a momentary distraction 

from the normal office routine, but doesn’t have a long-term impact on team success.    

      Some ways to increase the effectiveness (and thus, return on investment) of  team-

building exercises include: 27   

  1.   Consider whether the employees want to function as a team. Or do they see them-

selves as “loners” who’d rather work as independently as possible? If  it’s the latter, 

supervisors should communicate how better teamwork could add value and in-

crease individual rewards.  

  2.   Link the team-building activity to business results. The activity should have a direct 

linkage to the overall strategies of  the organization. If  the organization wants to 

decrease the amount of dysfunctional conflict between departments, then the team-

building exercises should be designed to help participants build their actionable 

knowledge in this area.  

  3.   Follow up after the team-building event. The outcomes from the team-building 

activity should be revisited in three or six months to assess whether it has achieved 

the desired goals. Based on the example in number 2 above, managers should at-

tempt to measure whether the team building helped boost rapport among employ-

ees and, consequently, decreased the number and intensity of dysfunctional conflicts 

between departments. (For more on team building, see Chapter 17).     

 Negotiating Globally 

 The number of  global negotiations is increasing rapidly. The global deals, markets, 

and relationships that organizations are forming require careful attention to culture’s 

impact on style. 28  Individuals steeped in specific cultures negotiate differently. Label-

ing any culture’s negotiating style is too general and constraining. However, general 

characteristics and tendencies have been observed and noted. The former ambassador 

from Singapore to the United States noted that American negotiators generally (1) are 

prepared, (2) are plain speaking, (3) are pragmatic, (4) understand that concessions 

may be required, and (5) are very specific and candid. Others have described American 

negotiators as blunt, arrogant, and rushed. 29  The weaknesses of American negotiators 

appear to center on impatience, legalism, and poor listening skills. The strengths of 

American negotiators focus on friendliness, fairness, and flexibility. 

    Exhibit 11.5  describes more than 300 negotiators from 12 countries. 30  The Japanese 

emphasized a win–win or integrative approach more than any other countries’ nego-

tiators. The results also indicate the direct communication styles used by Argentinean, 

American, and German negotiators. A recent research study that looked at cultural 

influences on negotiations in Finland, Mexico, Turkey, and the United States found 

that negotiators should not automatically assume that the process will be win–win or 

win–lose. 31  Even though cultural differences in negotiations exist, each negotiator 

needs to “explore the attitudes of the specific parties with whom they are negotiating.” 

For example, Finnish negotiators are as likely to pursue a win–win approach as a 

win–lose approach. The American negotiator needs to be ready to adjust to the other 

party’s negotiation style. 

   The differences in negotiating style are extensive. Political systems, legal policies, 

ideology, traditions, and culture certainly play a role. The international experience 

of the negotiators also has an impact on the style utilized. Being familiar with the 
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communication style, time orientation, group versus individual orientation, religious 

orientation, and customs of the culture of the counterpart negotiator is an important 

step to take in preparing for global negotiations. 32  Knowing something about another 

person’s culture is a sign of respect that is appreciated at the negotiating table. 

   Improving Negotiations  

    In one form or another, negotiation is becoming an increasingly important part of the 

manager’s job. A review of the topic of negotiation by Wall and Blum concludes with 

a set of  recommendations for managers on how to improve the negotiation process. 

They offer the following suggestions: 33   

  1.   Begin the bargaining with a positive overture—perhaps a small concession—and 

then reciprocate the opponent’s concessions.  

  2.   Concentrate on the negotiation issues and the situational factors, not on the op-

ponent or his or her characteristics.  

  3.   Look below the surface of your opponent’s bargaining and try to determine his or 

her strategy.  

  4.   Do not allow accountability to your constituents or surveillance by them to spawn 

competitive bargaining.  

EXHIBIT 11.5
Cultural Effects on 

Negotiating Style

Source: Adapted from J.W. 

Salacuse, “Ten Ways That 

 Culture Affects Negotiating 

Style: Some Survey Results,” 

Negotiation Journal, July 

1998, pp. 221–40.

NEGOTIATING ATTITUDE: WIN–WIN OR WIN–LOSE?

Win–Win

(%) 100 82 81 80 78 71 59 5055 47 44 37

PERSONAL STYLE: FORMAL OR INFORMAL?

Formal

(%) 53 47 46 42 35 35 27 27 22 22 20 17

COMMUNICATION STYLE: DIRECT OR INDIRECT?

Indirect

(%) 27 20 18 12 11 11 9 5 4 0 0 0

AGREEMENT FORM: GENERAL OR SPECIFIC?

General

(%) 46 45 44 30 27 27 20 22 20 17 16 11
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  5.   If  you have power in a negotiation, use it—with specific demands, mild threats, and 

persuasion—to guide the opponent toward an agreement.  

  6.   Be open to accepting third-party assistance.  

  7.   In a negotiation, attend to the environment and be aware that the opponent’s 

 behavior and power are altered by it.         

  •   A contemporary perspective on conflict recognizes that conflict is neither inher-

ently good nor bad but can be either depending on how it is dealt with. Rather than 

eliminating conflict, this view stresses that what is important is that conflict be ef-

fectively managed.  

  •   A functional conflict is a confrontation between groups that enhances and benefits 

the organization’s performance. Functional conflict can contribute to creativity, in-

novation, and improved decision making, among other benefits. Dysfunctional 

conflict, on the other hand, harms the organization or hinders the achievement of 

organizational goals.  

  •   Levels of conflict can be related to overall organizational performance. Too much 

conflict can be disruptive, creating chaos and damaging interpersonal relations. 

Too little conflict can also detract from performance. If  conflict levels are too low, 

innovation and change are less likely to occur. Each organization has an optimal 

level of conflict that can be extremely functional.  

  •   Conflict is inevitable. Every group will sometimes come into conflict with one or 

more other groups. Numerous factors contribute to intergroup conflict. Three par-

ticularly important ones are (1) the interdependent nature of  the relationship be-

tween work groups, (2) differences in goals, and (3) differences in perceptions.  

  •   Groups involved in dysfunctional conflict tend to react in fairly predictable ways. 

Some changes occur  within  the groups involved in conflict; others take place  be-

tween  the groups. Within-group changes include increased cohesiveness, emphasis 

on group loyalty, a rise in autocratic leadership, and a focus on task-oriented activ-

ity. Between-group changes include an increase in perceptual distortion, negative 

stereotyping of the other group, and decreased communication.  

  •   One way of viewing conflict resolution is from the perspective of a conflict-management 

grid. Such a grid points out five distinct approaches to group conflict resolution: 

dominating, accommodating, problem solving, avoiding, and compromising.  

  •   Sometimes conflict levels are too low, and the objective becomes stimulating func-

tional conflict between groups. Techniques available for stimulating conflict include 

bringing outsiders into the group, altering the organization’s structure, creating 

competition between groups, and using programmed conflict.  

  •   Win–lose negotiating is a form of zero-sum game. That is, to the extent one party 

wins something, the other party loses. Win–win negotiating is a positive-sum ap-

proach, wherein each party gains without a corresponding loss for the other party.  

  •   There is an increasing use of third parties in negotiations. In some cases, third par-

ties may be part of the entire process; in others, they may be called in only when an 

impasse is reached. Different types of third-party negotiations include mediation, 

arbitration, conciliation, and consultation.  

  •   Negotiating with individuals from different countries and cultures poses a number 

of issues. Showing knowledge about a person’s culture is one way to establish rap-

port and respect with another negotiator.     

 Summary of 
Key Points  
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LOWBALLING IN SALARY NEGOTIATIONS: 

HOW WOULD YOU HANDLE IT?

Because you think you’re going to like the job itself, the 

organizational culture, and co-workers, it’s worth trying 

to negotiate for a better starting salary. It wouldn’t make 

sense to walk away at this point and start the process all 

over again at another organization (where the same thing 

could happen!). What’s your next step? If you’re annoyed 

and frustrated by the low initial offer, you might respond 

with a win–lose negotiation strategy by countering with a 

salary request of $40,000 or higher. This might work, but 

chances are the HR manager will perceive you as unrea-

sonable or out of his or her price range and will not meet 

your demand. The negotiation will likely be concluded and 

the offer withdrawn.

Another approach to the HR manager’s initial lowball offer of 

$30,000 is to use a win–win negotiation approach where you first 

explain how your skill set and education are appropriate for the 

job and that with time and effort, you envision making a meaning-

ful contribution to the organization. Then, you can indicate that 

you heard the going rate for this position was between $35,000 

and $40,000, and thus you would be willing to start at $37,500 (the 

midpoint). You can explain that the midpoint is fair because you 

already have some of the skills and the required energy to hit the 

ground running in the job (i.e., perform reasonably well soon 

 after starting the job and getting to know the organization, 

 co-workers, etc.), but will become even more productive over 

time as you gain experience in the position. Thus, if you and the 

HR manager agree to the starting salary of $37,500, it’s a win–win 

for the organization and you as a candidate.

Y O U  B E  T H E  J U D G E  C O M M E N T

   1.   What is the difference between functional and dysfunctional conflict? Can conflict 

that starts off  as functional become dysfunctional? Can dysfunctional conflict be 

changed to functional?  

   2.    Can you think of situations with which you are familiar that would have benefited from 

more intergroup conflict? How could additional conflict have improved the situation?  

   3.    When intergroup conflict occurs, changes take place within and between conflicting groups. 

What are these changes? Which changes generally are positive? Which are negative?  

   4.   Is there a relationship between the level of intergroup conflict and organizational 

performance? How can an organization achieve optimal levels of conflict?  

   5.   What are some of the major reasons intergroup conflict occurs? In your personal 

experience, what is the most frequent reason?  

   6.   If  you were about to begin negotiating with a person from Brazil, what would you 

want to know about his cultural background? Would it make a difference in the 

knowledge you seek if  the Brazilian negotiator were a woman? Discuss.  

   7.   What are the possible consequences of dysfunctional conflict? Are some of these 

consequences more or less likely to occur in organizational conflict situations?  

   8.    People handle conflict in different ways. Assume you are a team leader and two of your 

team members (who report to you) are trying to negotiate who will take the major share 

of the work on a new project. Both feel they are overworked already and neither one 

wants the additional responsibility. Assume one of the team members has a competing 

style of conflict resolution, while the other individual prefers a collaborative style. 

What do you think the outcome of this negotiation will be? Explain your answer.  

   9.   What are the four elements that are typically part of  all negotiations? Are there 

likely to be differences in these elements depending on whether the negotiations 

are of a win–win or a win–lose nature?  

  10.    Think about the last time you had to negotiate something (e.g., a higher grade, the 

purchase of a new or used car, etc.). Which of the following negotiation tactics were 

used by you and/or the other party: good guy/bad guy, the nibble, joint problem 

solving, power of competition, or splitting the difference? Identify which tactic was 

introduced and explain how it was used.     

   Review and 

Discussion 

Questions  
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Reality Check

Now how much do you know about managing conflict and negotiations?

 6. “The nibble” and “splitting the difference” are both examples of .

a. intergroup conflict

b. team-building exercises

c. negotiation tactics

d. dysfunctional conflict

 7.  interdependence requires no interaction between groups because each group 

can perform its tasks separately.

a. Pooled

b. Joint

c. Collective

d. Unique

 8. Thinking back to the different approaches to conflict resolution, the  approach is 

when one group places maximum focus on meeting its own concerns.

a. avoiding

b. collaborating

c. compromising

d. dominating

 9. True or false: The dominating approach to conflict resolution is appropriate to use when your 

group is certain it is right and where the benefit of a resolution outweighs the drawback of possi-

ble negative feelings by the dominated group.

a. True

b. False

10. Bringing outside individuals into the group, stimulating competition among groups, and using a 

devil’s advocate form of programmed conflict are all ways of .

a. making groups fight with each other

b. stimulating constructive intergroup conflict

c. forcing one group to dominate another group

d. None of the above (a–c) are correct.

REALITY CHECK ANSWERS

   Before     After     

   1. d  2. b  3. c  4. a  5. a     6. b  7. a  8. d  9. a  10. b   

   Number Correct     Number Correct   

       _________       _________       
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  Source:  Developed by Roy J. Lewicki, The Ohio State University. 

Used with permission. 

 Purpose  

 To understand the criteria that third parties use when 

they intervene and attempt to resolve others’ conflicts.    

 Introduction  

 In addition to being involved in their own conflicts, 

managers are often called upon to intervene and to 

settle conflicts between other people. The two activi-

ties in this section are designed to explore how third 

parties may enter conflicts for the purpose of resolving 

them and to practice one very effective approach to 

intervention. In the exercise, you will read about a 

manager who has a problem deciding how to intervene 

in a dispute, and you will discuss this case in class.    

 Step 1: 5 Minutes  

 Read “The Seatcor Manufacturing Company” case.    

 The Seatcor Manufacturing Company  

 You are senior vice president of  operations and 

chief operating officer of Seatcor, a major producer 

of office furniture. Joe Gibbons, your subordinate, is 

vice president and general manager of  your largest 

desk assembly plant. Joe has been with Seatcor for 

38 years and is two years away from retirement. He 

worked his way up through the ranks to his present 

position and has successfully operated his division 

for five years with a marginally competent staff. You 

are a long-standing personal friend of Joe’s and re-

spect him a great deal. However, you have always 

had an uneasy feeling that Joe has surrounded him-

self  with minimally competent people by his own 

choice. In some ways, you think he is threatened by 

talented assistants. 

   Last week you were having lunch with Charles 

Stewart, assistant vice president and Joe’s second-in- 

command. Upon your questioning, it became clear 

that he and Joe were engaged in a debilitating feud. 

Charles was hired last year, largely at your insistence. 

You had been concerned for some time about who 

was going to replace Joe when he retired, especially 

given the lack of really capable managerial talent on 

Joe’s staff. Thus, you prodded Joe to hire your pre-

ferred candidate—Charles Stewart. Charles is rela-

tively young (39), extremely tenacious and bright, and 

a well-trained business school graduate. From all 

 reports, he is doing a good job in his new position. 

   Your concern centers around a topic that arose at the 

end of your lunch. Charles indicated Joe Gibbons is in 

the process of completing a five-year plan for his plant. 

This plan is to serve as the basis for several major plant 

reinvestment and reorganization decisions that would 

be proposed to senior management. According to 

Charles, Joe Gibbons has not included Charles in the 

planning process. You had to leave lunch quickly and 

were unable to get much more information from Charles. 

However, he did admit that he was extremely disturbed 

by this exclusion and that his distress was influencing his 

work and probably his relationship with Joe. 

   You consider this a very serious problem. Charles 

will probably have to live with the results of any major 

decisions about the plant. More important, Joe’s sup-

port is essential if Charles is to properly grow into his 

present and/or future job. Joe, on the other hand, runs a 

good ship and you do not want to upset him or under-

mine his authority. Moreover, you know Joe has good 

judgment; thus, he may have good reason for what he is 

doing. How would you proceed to handle this issue?    

 Step 2: 5 Minutes  

 Before discussing this case with anyone else, answer 

the following two questions:  

  1.   Assume you were the senior vice president of opera-

tions. Exactly what would you do in this situation 

regarding the conflict between Joe and Charles?  

  2.   Why would you take this action—i.e., what are your 

primary objectives by intervening in this way?      

 Step 3: 20–30 Minutes  

 The instructor will discuss this case with the entire class.    

 Step 4: 10–15 Minutes  

 The instructor will summarize the case discussion 

and present a framework for understanding how par-

ticipants analyzed the case and decided to  intervene.   

 Exercise 

Exercise 11.1:     Third-Party Conflict Resolution   
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 Step 1  

 The class is divided into two groups. The size of 

each group should be no more than 10. Those not in 

one of  the two groups are designated as observers. 

However, groups should not have fewer than six 

members each. The instructor will play the role of 

the referee/banker for the World Bank.    

 Step 2  

 Read the World Bank Instruction Sheet.    

 Step 3  

 Each group or team will have 15 minutes to organize 

itself  and plan strategy before beginning. Before the 

first round, each team must choose ( a ) two negotia-

tors, ( b ) a representative, ( c ) a team recorder, and 

( d ) a treasurer.    

 Step 4  

 The referee/banker will signal the beginning of 

round one and each following round and also end 

the exercise in about one hour.    

 Step 5   

    Discussion. In small groups or with the entire class, 

answer the following questions:  

  1.   What occurred during the exercise?  

  2.   Was there conflict? What type?  

  3.   What contributed to the relationships among 

groups?  

  4.   Evaluate the power, leadership, motivation, and 

communication among groups.  

  5.   How could the relationships have been more 

 effective?      

 World Bank General Instruction Sheet  

 This is an intergroup activity. You and your team 

are going to engage in a task in which money will be 

won or lost.  The objective is to win as much as you 

can.  Two teams are involved in this activity, and 

both teams receive identical instructions. After read-

ing these instructions, your team has 15 minutes to 

organize itself  and plan its strategy. 

   Each team represents a country. Each country 

has financial dealings with the World Bank. Ini-

tially, each country contributed $100 million to the 

World Bank. Countries may have to pay further 

monies or may receive money from the World Bank 

in accordance with regulations and procedures de-

scribed below under sections headed Finances and 

Payoffs. 

   Each team is given 20 cards. These are your  weap-

ons.  Each card has a marked side (X) and an un-

marked side. The marked side of  the card signifies 

that the weapon is armed. Conversely, the blank side 

shows the weapon to be unarmed. 

   At the beginning, each team will place 10 of  its 

20 weapons in their armed positions (marked side 

up) and the remaining 10 in their unarmed positions 

(marked side down). These weapons will remain in 

your possession and out of  sight of  the other team 

at all times. 

   There will be  rounds  and  moves.  Each round con-

sists of seven moves by each team. There will be two 

or more rounds in this simulation. The number of 

rounds depends on the time available. Payoffs are 

determined and recorded after each round.  

  1.   A move consists of  turning two, one, or none of 

the team’s weapons from armed to unarmed sta-

tus, or vice versa.  

  2.   Each team has two minutes to move. There are 

 30-second periods between moves. At the end of 

two minutes, the team must have turned two, one, 

or none of its weapons from armed to unarmed 

status, or from unarmed to armed status. If  the 

team fails to move in the allotted time, no change 

can be made in weapons status until the next 

move.  

  3.   The length of the 21/2-minute period between the 

beginning of one move and the beginning of the 

next is fixed and unalterable.   

   Each new round of  the experiment begins with 

all weapons returned to their original positions, 10 

armed and 10 unarmed.  

Exercise

   Exercise 11.2   World Bank: An Exercise in Intergroup Negotiation  
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 Finances 
 The funds you have contributed to the World Bank 

are to be allocated in the following manner:

     $60 million will be returned to each team to be 

used as your team’s treasury during the course 

of the decision-making activities.  

    $40 million will be retained for the operation of 

the World Bank.      

 Payoffs  
  1.    If there is an attack:   

   a.    Each team may announce an attack on the 

other team by notifying the referee/banker dur-

ing the 30 seconds following any two-minute 

period used to decide upon the move (includ-

ing the seventh, or final, decision period in any 

round). The choice of each team during the de-

cision period just ended counts as a move. An 

attack may not be made during negotiations.  

   b.    If there is an attack (by one or both teams), two 

things happen: (1) the round ends, and (2) the 

World Bank levies a penalty of $5 million for 

each team.  

   c.    The team with the greater number of armed 

weapons wins $3 million for each armed weapon 

it has over and above the number of armed 

weapons of the other team. These funds are paid 

directly from the treasury of the losing team to 

the treasury of the winning team. The referee/

bankers will manage this transfer of funds.    

  2.    If there is no attack:  At the end of  each round 

(seven moves), each team’s treasury receives from 

the World Bank $2 million for each of  its weap-

ons that is at that point unarmed, and each team’s 

treasury pays to the World Bank $2 million for 

each of its weapons remaining armed.     

 Negotiations 
 Between moves, each team has the opportunity to com-

municate with the other team through its negotiators. 

   Either team may call for negotiations by notify-

ing the referee/bankers during any of the 30-second 

periods between decisions. A team is free to accept 

or reject any invitation to negotiate. 

   Negotiators from both teams are  required  

to meet after the third and sixth moves (after the 

30-second period following that move, if  there is 

no attack). 

   Negotiations can last no longer than three min-

utes. When the two negotiators return to their teams, 

the two-minute decision period for the next move 

begins once again. 

   Negotiators are bound only by: ( a ) the three-

minute time limit for negotiations, and ( b ) their re-

quired appearance after the third and sixth moves. 

They are otherwise free to say whatever is necessary 

to benefit themselves or their teams. The teams sim-

ilarly are not bound by agreements made by their 

negotiators, even when those agreements are made 

in good faith.   

 Special Roles 
 Each team has 15 minutes to organize itself  to plan 

team strategy. During this period before the first 

round begins, each team must choose persons to fill 

the following roles. (Each team must have each of 

the following roles, which can be changed at any 

time by a decision of the team.)

   •    Negotiators —activities stated above.  

  •   A  representative —to communicate team decisions 

to the referee/bankers.  

  •   A  recorder —to record the moves of  the team 

and to keep a running balance of  the team’s 

treasury.  

  •   A  treasurer —to execute all financial transactions 

with the referee/bankers.  

       Source:  Adapted from John E. Jones and J. William Pfeiffer, eds., 

 The 1975 Annual Handbook for Group Facilitators  (San Diego, CA: 

University Associates, 1975).  
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    Even in the midst of  a severe recession that has 

depressed tourism and a digital revolution in the 

media business, Disney is faring better than many 

of  its rival companies. Although spending at its 

theme parks is down and fewer people are buying 

DVDs of  recently released Disney movies (e.g., 

 Bolt  and  Beverly Hills Chihuahua ), Disney has po-

sitioned itself  well to ride out the recession by hav-

ing a broad mix of  businesses in its portfolio. For 

example, Disney’s sports cable network, ESPN, 

and ABC Family and Disney channels have re-

ported an increase in operating profits in 2009. 

The creation and marketing of  well-known fran-

chises such as the Jonas Brothers is helping to fuel 

the company’s success. The Jonases have already 

performed onstage to over a million people, sold 

over 750,000 copies of  a book, starred in their own 

TV show on the Disney Channel, and will star in 

an upcoming full-length movie. Also, in an attempt 

to capture a larger share of  the growing online 

viewer market, Disney recently bought an  equity 

stake in Hulu, the online video platform. In addi-

tion, the Disney Pixar creative partnership  (Disney 

bought Pixar) is continuing to produce popular 

and profitable animated movies such as  Wall-E  

and  Up . 

   To what degree have these business decisions been 

successful? Disney was ranked 67 th  in the Fortune 

500 list of largest companies in 2008. Also, it surpassed 

other media companies, including Time Warner and 

News Corp., in terms of its stock performance and 

return on invested capital. Disney has become the 

largest media conglomerate in the world with a mar-

ket value of about $40 billion. 

   Who has been the driving force behind many of 

these business decisions? Robert (“Bob”) Iger took 

over as CEO in 2005. Known to many as “hard-

working and likable,” Iger has not only had to make 

a series of  important business decisions regarding 

Disney’s current businesses and future direction, but 

he has also had to repair several important 

 relationships that the former CEO, Michael Eisner, 

strained during the later stage of his 22-year  tenure. 

   Disney’s controversial ex-CEO, Eisner, was 

credited with helping to turn around Disney in 

the 1980s and once again making it into a formi-

dable American company. In the mid-1990s, Eisner 

astutely guided the company to add Capital  Cities/

ABC and ESPN to its theme park and film busi-

nesses. Following these and other well-received 

decisions, Eisner’s abrasive style and tendency 

 toward micromanagement led to a series of  public 

 disputes and feuds with key players in the Disney 

world. Eisner fought with Miramax founders 

 Harvey and Bob Weinstein over the financial 

 details related to Disney’s purchase of  Miramax 

films. Eisner and Steve Jobs, then CEO of  ani-

mated film producer Pixar, bumped heads several 

times. While testifying in front of  Congress about 

movie piracy, Eisner made some negative com-

ments about Apple Computer (of  which Jobs is 

also CEO). Jobs took this jab personally and did 

not forgive Eisner for making these comments. 

This feud eventually culminated with Jobs threat-

ening to not renew the Disney–Pixar partnership 

after the release of   Cars  in 2006 if  Eisner was still 

CEO of  Disney. Eisner had a long-running dis-

pute with two (former) influential members of 

Disney’s Board of  Directors, Roy Disney and 

Stanley Gold, both of  whom were outspoken crit-

ics of  Eisner and his management team. For sev-

eral years, these long-standing board members 

repeatedly called for Eisner’s resignation. 

   Soon after Iger took over as CEO at Disney in 

2005, he reached out and reconciled the compa-

ny’s differences with Roy Disney and Stanley 

Gold. They agreed to cease their “SaveDisney” 

campaign and work cooperatively with Iger. The 

dispute with the Weinstein bothers was resolved 

by making a settlement payment of  $100 million 

(Disney kept the Miramax name and film library 

estimated at a worth of  $2 billion). Iger repaired 

the relationship with Steve Jobs and Pixar, ulti-

mately paving the way for Disney to pay $7.4 bil-

lion in stock to acquire Pixar Animation Studios 

in 2006 and adding Steve Jobs to the Disney 

Board of  Directors. 

   In sum, the change in leadership at Disney from 

Michael Eisner to Bob Iger seems to have been a 

prudent one. Iger and his management team have 

  Case 

Case 11.1:  Conflict at Walt Disney Company: A Distant Memory?  
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made a series of  good business decisions while sys-

tematically repairing key relationships that were 

strained during Eisner’s reign as CEO.  

 Questions  

  1.   How would you describe the conflict between 

Michael Eisner and the Weinstein brothers, the 

two board members (Disney and Gold), and 

Steve Jobs? Was it functional or dysfunc-

tional?  

  2.   Think back to the stages of conflict described in 

this chapter. Which stage best described the con-

flict between Eisner and Jobs? Was it perceived, 

felt, or manifest?  

  3.   Which of  the following best describes Michael 

Eisner’s and Bob Iger’s approaches to resolving 

conflict: dominating, problem solving, avoiding, 

or accommodating? Explain.  

  4.   To what degree do you think Iger’s calmer and 

less confrontational approach to running Disney 

has helped the company position itself  to survive 

a major economic recession?      

  Sources:  Written by Robert Konopaske of Texas State University and 

adapted from Matthew Garrahan, “Box Office Flops and Weak DVD 

Sales Hit Disney,”  Financial Times , May 6, 2009, p. 17; Matthew 

 Garrahan, “Disney Succumbs to Recessionary Forces with Steep 

Falls in Profits,”  Financial Times , February 4, 2009, p. 13; Richard 

 Siklos, “Bob Iger Rocks Disney,”  Fortune , January 19, 2009, p. 80; 

Meredith Downes, Gail S. Russ, and Patricia A. Ryan, “Michael 

 Eisner and His Reign at Disney,”  Journal of the International 

 Academy of Case Studies  13, no. 4 (2007), p. 79–87; Patricia Sellers, 

“Disney’s Mr. Calm Unreels Miramax,”  Fortune,  March 21, 2005, 

p. 30; and Christopher Parkes, “Eisner to Sever All Ties with Walt 

Disney,”  Financial Times , September 21, 2004, p. 33.      
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 Power, Politics, and 
Empowerment   
 Learning Objectives 

 After completing Chapter 12, you should be 

able to: 

  •   Distinguish  between  influence  and  power.  

  •   Identify  five interpersonal power bases. 

  •   Describe  three forms of structural power. 

  •   Discuss  the concepts of  powerlessness  and 

 empowerment.  

  •   Identify  the contingencies that influence 

subunit power. 

  •   Explain  what is meant by the term  illusion of 

power.  

  •   Describe  several frequently used influence 

tactics. 

  •   Discuss  the criteria for determining ethical 

behavior. 

  •   Identify  the considerations involved in using 

power effectively.  

   C H A P T E R  T W E L V E 

 Power is a pervasive part of  the fabric of  organizational life. 1  Managers and nonman-

agers use it. They manipulate power to accomplish goals and, in many cases, to 

strengthen their own positions. A person’s success or failure in using or reacting to 

power is determined largely by understanding power, knowing how and when to use 

it, and being able to anticipate its probable effects. 2  The purpose of  this chapter is to 

examine power and its uses in organizations. We will look at sources (bases) of  power, 

how power is used, and the relationship between power and organizational politics.    

 The Concept of Power  

 The study of power and its effects is important to understanding how organizations 

operate. It is possible to interpret every interaction and every social relationship in an 

organization as involving power. 3  How organizational subunits and individuals are 

controlled is related to the issue of power and influence. The terms  power  and  influence  

are frequently used interchangeably in the management literature; however, there is a 

subtle, yet important, difference between them.    Influence    is a transaction in which per-

son B is induced by person A to behave in a certain way. For example, if  an employee 

works overtime at the boss’s request, that employee has been influenced by the boss. 

   Like influence, power involves a relationship between two people. Robert Dahl, a 

political scientist, captures this important relational focus when he defines power as 

saying “A has power over B to the extent that he can get B to do something B would not 

otherwise do.” 4  What is the difference between this definition of power and our earlier 

definition of influence?    Power    represents the capability to get someone to do something; 

 influence is the exercise of that capability. Another way of stating the distinction is to 

say that power is the potential to influence, while influence is power in action. Thus you 

      influence  
Transaction in which 

person B is induced by 

person A to behave in 

a certain way.    

      power  
 The capability to 

get someone to do 

something.      
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may have power (the capacity to influence) but not use it; on the other hand, you cannot 

influence anyone (induce certain behavior in another person) without power.  

    We frequently speak of someone having power over someone else. While this is cor-

rect, it is important to stress that power is not an attribute of  a particular person. 

Rather, it is an aspect of the relationship that exists between two (or more) people. No 

individual or group can have power in isolation; power must exist in relation to some 

other person or group. If  A has power over B, it is, in part, because B is willing for that 

to be an aspect of the relationship between them. If  and when B no longer desires that 

to be part of the relationship with A, A will no longer have power over B and no lon-

ger be able to influence B’s behavior. Thus,  obtaining, maintaining,  and  using  power are 

all essential to influencing the behavior of people in organizational settings. 

   Some power relationships in organizations are  symmetrical.  This means that both par-

ties are equal, or have the same amount of power. Other power relationships are  asym-

metrical,  meaning one person in the relationship has more power than the other. Symmetry 

is a property that can change over time, as a person or group gains or loses power. 5  To 

understand how power can shift, it is important to know where power is obtained.    

Reality Check

How much do you know about power, politics, and empowerment?

1. Having influence over others (e.g., subordinates) based on the position within the organization 

that person holds is known as  power.

a. expert

b. intense

c. coercive

d. legitimate

2. True or false: Referent power is based on a subordinate’s liking of a supervisor who provides the 

subordinate with important and meaningful work assignments.

a. True

b. False

3. True or false: Two of the reasons empowerment is not a universally accepted practice within all 

organizations is: (1) not everyone wants to be empowered and (2) some employees are not able to 

make responsible decisions.

a. True

b. False

4. An example of coping with uncertainty that can ultimately lead to your department acquiring more 

power within the company is .

a. being located at the center of the organization

b. preventing market share decline by developing new products

c. possessing employees who have the only talent to complete the job

d. None of the above (a–c) are correct.

5. Milgram’s experiment on obedience revealed that 65 percent of participants in his study were will-

ing to administer  shocks when asked to do so by the experimenter even though 

screams could be heard coming from the nearby booth where subjects were allegedly receiving 

the administered shocks.

a. moderate

b. very strong

c. intense

d. XXX (most severe)
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 Where Does Power Come From?  

 Power is obtained in a variety of ways in an organization. Since power facilitates the 

organization’s adaptation to its environment, the people and groups within the organi-

zation that are able to assist in that adaptation are the ones that will hold power. Two 

important categories of  power in an organization are  interpersonal  and  structural.  

Within each of these two categories are several specific sources of power. Let’s look at 

these in some detail.  

 Interpersonal Power 

 In what is considered a classic essay in the management and organizational behavior 

literature, John French and Bertram Raven suggested five interpersonal sources, or 

bases, of  power: legitimate, reward, coercive, expert, and referent. 6  As we shall see, 

these sources of power are not equally available to all organizational members.  

 Legitimate Power 

    Legitimate power    refers to a person’s ability to influence others because of the position 

within the organization that person holds. Legitimate or position power, as it is some-

times called, is derived from the position itself. That is, the organization has given to 

an individual occupying a particular position the right to influence—command— 

certain other individuals. This formal power is what we call    authority   . Orders from a 

manager in an authority position are followed because the manager has the legitimate 

power to command certain subordinates in lower positions. Not following orders sub-

jects the offender to disciplinary action just as not following society’s legal directives 

subjects one to disciplinary action in the form of arrest and penalty. Organizational 

authority has the following characteristics: 

   1.    It is invested in a person’s position . An individual has authority because of the posi-

tion she holds, not because of any specific personal characteristics.  

  2.    It is accepted by subordinates . The individual in a legal authority position exercises 

authority and can gain compliance because he or she has a legitimate right.  

  3.    Authority is used vertically . Authority flows from the top down in the hierarchy of 

an organization.   

 Possessing legitimate power, or authority, does not mean that all orders will be fol-

lowed by those who are subordinate to the individual in authority. For a subordinate 

to comply with an order from a superior requires that the order fall within the subor-

dinate’s zone of indifference. The term  zone of indifference  may be explained as  follows: 

If  all possible orders that might be directed to an individual from a superior were 

 arranged in the order of  their acceptability to the individual, some would be clearly 

acceptable while others might be clearly unacceptable. For example, a request by a 

manager that a subordinate complete her expense report might be an acceptable order. 

It would lie within her zone of indifference; that is, she is relatively indifferent to the 

request as far as the question of her boss’s authority is concerned. 

 However, if  the boss were to request that she record expenses she did not incur, or 

that she otherwise “pad” the expense report, such a request might well fall outside her 

zone of indifference. She may elect not to comply because she is no longer indifferent 

with respect to such an order. A person’s zone of  indifference may be wider or nar-

rower depending on a number of  factors such as the extent to which the boss has a 

source of power other than authority.   

      legitimate power  
 Capacity to influence 

derived from the posi-

tion of a manager in 

the organizational hi-

erarchy. Subordinates 

believe that they 

“ought” to comply.     

      authority  
 The ability to influence 

others based on the 

perceived power of 

one’s position and role 

within an organization.     
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 Reward Power 

    Reward power    is based on a person’s ability to reward a follower for compliance. It 

occurs when someone possesses a resource that another person wants and is willing to 

exchange that resource in return for certain behavior. Reward power is used to back 

up the use of legitimate power. If  followers value the rewards or potential rewards the 

manager can provide (recognition, a good job assignment, a pay raise, opportunity to 

attend a training program, etc.), they may respond to orders, requests, and directions. 

Note, however, that if  what a manager is offering as a reward has no value to an indi-

vidual, it will not likely influence behavior. 

   Coercive Power 

 The opposite of  reward power is    coercive power   , power to punish. Followers may 

comply out of fear. A manager may block a promotion or criticize a subordinate for 

poor performance. These practices and the fear they will be used are coercive power. 

Of course, one need not be in a position of authority to possess coercive power. For 

example, fear of rejection by co-workers for not complying with what they want rep-

resents coercive power even though one’s co-workers have no formal authority. 

   Expert Power 

 A person has    expert power    when he or she possesses special expertise that is highly 

valued. Experts have power even when their formal position in the organizational hi-

erarchy is low. A person may possess expertise on technical, administrative, or per-

sonal matters. The salesperson who has a knack for landing new accounts, the software 

developer who always has an elegant solution for a program’s bugs, the college dean 

who consistently raises the most money—all have enhanced ability to influence others 

because of  their special expertise. The more difficult it is to replace the expert, the 

greater degree of  expert power he or she possesses. Expert power is not unlimited, 

however; occasionally, individuals’ expertise does not bestow upon them as much 

power as they believe it does. Expert power is a personal characteristic, while legiti-

mate, reward, and coercive power are largely prescribed by the organization. 

   Referent Power 

 Many individuals identify with and are influenced by a person because of the latter’s 

personality or behavioral style. The charisma of  the person is the basis of     referent 

power   . A person with charisma is admired because of  his or her characteristics. The 

strength of a person’s charisma is an indication of his or her referent power.  Charisma  

is a term that is often used to describe politicians, entertainers, or sports figures. Some 

managers are regarded as extremely charismatic by their subordinates. Jack Welch, 

former CEO at General Electric, and Steve Jobs, CEO of Apple, are examples of char-

ismatic leaders. Certain aspects of  charismatic leadership will be discussed in more 

detail in Chapter 15. 

 The five sources of interpersonal power can be divided into two major categories: 

organizational and personal. Legitimate, reward, and coercive power are primarily 

prescribed by the organization, the position, or specific interaction patterns. A per-

son’s legitimate power can be changed by transferring the person, rewriting the job 

description, or reducing the power by restructuring the organization. Expert and 

 referent power are very personal. They are the result of an individual’s personal exper-

tise or style and, as such, are grounded in the person and not the organization. 

 These five types of interpersonal power are not independent of each other; a per-

son can use these power sources effectively in various combinations. Some research 

      reward power  
 An influence over oth-

ers based on hope of 

reward.     

      coercive power  
 Influence over others 

based on fear.     

      expert power  
 Capacity of influence 

related to some exper-

tise, special skill, or 

knowledge.     

      referent power  
 Power based on a sub-

ordinate’s identifica-

tion with a charismatic 

superior.     
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has suggested, for example, that when subordinates believe a manager’s coercive power 

is increasing, they also perceive a drop in reward, referent, and legitimate power. 

 Finally, different power sources are not always equally well received. Some types of 

power are more likely to engender positive responses than are others. The nearby 

Management Pointer provides further information.    

 Structural Power 

 Power is frequently prescribed by structure within the organization. Structural sources 

of power result from the nature of the organizational social system rather than from 

attributes of  an individual. 7  The structure of  an organization is the control mecha-

nism by which the organization is governed. In the organization’s structural arrange-

ments, decision-making discretion is allocated to various positions. Also, the structure 

greatly affects the patterns of  communication and the flow 

of  information within the system. Thus, organizational 

structure creates formal power and authority by specifying 

certain individuals to perform specific tasks and make cer-

tain decisions. Structure also significantly impacts informal 

power through its effect on information and communication 

flows within the system. 

   An example will help illustrate these concepts. At Bank 

of America, individuals in loan officer positions possess for-

mal power and authority (e.g., the power to reject loan 

 applications) by virtue of the role they play within the struc-

ture of  the bank. Customer service managers perform 

 different roles and, as such, they have different types of for-

mal power and authority (e.g., the power to give a customer 

a refund for a bounced-check service fee). The power these 

employees possess is bestowed upon them by the organiza-

tional structure of the bank. In addition, both loan officers 

and customer service managers can develop their informal 

power by being plugged into the flow of information within 

the bank’s system.  

    Every organization has its own unique structure and, as 

such, power will be distributed in different ways. Organiza-

tions with very few levels of  management between the cus-

tomer and the top leadership are likely to see a more 

balanced distribution of power among their employees than 

are traditional multilevel organizations with several layers 

of management. 

   We have already discussed how formal position is asso-

ciated with power and authority. Certain rights, responsi-

bilities, and privileges accrue from a person’s position. 

Other forms of  structural power exist, however, because of 

resources, decision making, and information. 8   

 Resources 

 Kanter argues quite convincingly that power stems from (1) access to resources, infor-

mation, and support, and (2) the ability to get cooperation in doing necessary work. 9  

Power occurs when a person has open channels to resources—money, human re-

sources, technology, materials, customers, and so on. In organizations, vital resources 

SUBORDINATE RESPONSES TO DIFFERENT 

POWER SOURCES

All things being equal, subordinates respond dif-

ferently to different types of power. When using 

power, keep the following generalizations about 

the five sources of interpersonal power in mind:

1. The use of legitimate or reward power will 

typically result in compliance. Compliance 

means that subordinates will obey your 

requests, but are unlikely to exert more than 

the minimal effort necessary.

2. The use of coercive power may result in 

resistance. Resistance means that 

subordinates may only pretend to comply 

with your requests, and they may openly 

resist.

3. The use of expert or referent power frequently 

results in commitment. Commitment means 

subordinates are likely to exert high levels of 

effort to accomplish what you ask, perhaps 

even exceeding what you requested.

Remember these are general findings, and 

each situation is different. Nonetheless, this sug-

gests that even when you have the authority 

 (legitimate power) to order something done, an 

expert- or referent-based influence attempt is 

likely to achieve better results.

Management Pointer
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are allocated downward along the lines of  the hierarchy. The top-level manager has 

more power to allocate resources than do other managers further down the manage-

rial hierarchy. The lower-level manager receives resources that are granted by top-level 

managers. To ensure compliance with goals, top-level managers (e.g., presidents, vice 

presidents, directors) allocate resources on the basis of performance and compliance. 

Thus, a top-level manager usually has power over a lower-level manager because the 

lower-level manager must receive resources from above to accomplish goals.  

    Decision-Making Power 

 The degree to which individuals or subunits (e.g., a department or a special project 

group) can affect decision making indicates the amount of  power acquired. A per-

son or subunit with power can influence how the decision-making process occurs, 

what alternatives are considered, and when a decision is made. 10  Individuals who 

influence a decision-making process and its outcomes may or may not have formal 

authority. For example, research has shown that Eleanor Roosevelt, spouse of  Pres-

ident Franklin Delano Roosevelt, exerted informal political influence over Congress 

even though she was not an elected official. 11  She lacked formal authority but was 

adept at influencing certain decisions made by Congress. In other cases, individuals 

GOOGLE IN CHINA: ‘DO NO EVIL’?

In an attempt to influence the powerful forces of economic and 

social change, leaders in the Chinese government are exerting 

control over companies that provide Internet services in China. In 

January 2006, Google launched a censored version of its search 

engine (www.google.cn) in mainland China. As part of the agree-

ment to permit Google access to the potentially massive market 

of Internet users, the Chinese government required that Google 

restrict certain types of information from Chinese users when 

certain keyword searches are performed. For example, when the 

term Chinese government corruption is entered into the U.S. ver-

sion of the Google search engine, 1,830,000 hits are  recorded. In 

contrast, when the same search term is entered into the Chinese 

version of the Google search engine (www.google.cn), only 

1,030,000 hits appear. As of the writing of this book, a  Chinese 

user will receive only 56 percent of the search term hits com-

pared to a user in the United States.

What does Google have to say about this controversial cen-

sorship practice? According to Andrew McLaughlin, Google’s 

senior policy counsel: “While removing search results is incon-

sistent with Google’s mission, providing no information . . . is more 

inconsistent with our mission.” Also, Google believes that estab-

lishing a presence in the Chinese market is an important first step 

that could eventually lead to large profits for its shareholders 

while simultaneously getting more information to the average 

Chinese user.

Google is not alone. The Chinese government has also ex-

erted considerable influence over other high-tech information 

providers. Microsoft removed some Chinese blogs and filtered 

such keywords as democracy on its China-based Web portal. 

Also, Yahoo! allegedly provided information to the Chinese gov-

ernment that resulted in the arrest and 10-year jail sentence of a 

man who e-mailed pro-democracy material.

Technology companies Google, Yahoo!, and Microsoft are try-

ing to create a road map for doing business in countries like 

China that restrict free speech and freedom of expression. These 

companies have endorsed the Global Network Initiative, which 

encourages technology companies to protect users’ personal 

information and privacy. The initiative also pushes companies to 

take a hard look at a country’s track record in freedom of expres-

sion before investing there. However, some critics don’t believe 

the Global Network Initiative goes far enough toward curbing rights 

abuses. For example, Google, Yahoo!, and Microsoft will still need 

to abide by China’s strict local laws.

In sum, the power and influence of the Chinese government 

are evidenced by the manner in which companies such as 

Google, Microsoft, and Yahoo! are engaging in self-censorship in 

China. Whether this is fair or ethical is up to the leaders (and cus-

tomers) of these companies to decide.

Sources: Adapted from Jessica E. Vascellaro, “Google, Yahoo, Micro-

soft Set Common Voice Abroad: Principles Aim to Define Conduct with 

Nations That Restrict Speech, Lack Privacy Protections and Censor 

Search Results,” The Wall Street Journal (Eastern Edition), October 28, 

2008, p. B7; “Special Report: The Party, the People and the Power of 

Cyber-Talk,” The Economist, April 29, 2006, p. 28; Dan Nystedt, “Taiwan 

President Blasts Google, Yahoo on China,” Computerworld, April 17, 2006, 

p. 14; Amy Schatz, “Tech Firms Defend China Web Policies,” The Wall 

Street Journal, February 16, 2006, p. A3; and “Review and Outlook Edito-

rial: G**gle in China,” The Wall Street Journal, January 30, 2006.

G L O B A L  O B
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with formal authority have exerted decision-making power. When Richard J. Daley 

was mayor of  Chicago, he was recognized as a power broker. He not only influenced 

the decision-making process, but he also had the power to decide which decisions 

would be given priority in the city council and when decisions would be made. He 

was a powerful politician because he was considered to be an expert at controlling 

each step in important decisions. Another example of  the power of  politicians is the 

Chinese government’s censorship of  U.S. information providers in China (see the 

Global OB).   

 Information Power 

 Knowledge is considered by some experts to be more powerful than any part or struc-

ture of an organization.  Knowledge  is defined as a conclusion or analysis derived from 

data and information. 12  Data are facts, statistics, and specifics. Information is the con-

text in which data are placed. 

 Microsoft, Google, Walmart, Amazon, Nestlé, and Nokia did not become promi-

nent, profitable companies because they were richer than Chrysler, General Foods, or 

Sears. They were able to utilize and leverage their intellectual capital more effectively. 

That is, these firms used the knowledge, information, experience, and creativity pos-

sessed by employees to gain a competitive advantage in their industries. 

 An excellent television commercial featuring Federal Express illustrates how 

knowledge and information have become valued assets in organizations. In the com-

mercial a ranting, scowling boss rushes into a room to reprimand an employee about 

a package that he has been informed has not arrived on time. A complaining cus-

tomer triggered the ranting. The boss continues blasting the employee as she taps on 

her computer’s keyboard. The employee finally announces that her screen shows the 

package arrived and was signed for at a specific time. All of  the employee’s colleagues 

cheer her result. She had knowledge and information that disputed the boss’s ranting. 

Employees and customers at Federal Express were able to track the package to the 

minute. The tracking (information) provides the knowledge about when the package 

was delivered. 13  

 Having access to relevant and important knowledge information is power. Ac-

countants generally do not have a particularly strong or apparent interpersonal 

power base in an organization. Rather, accountants have power because they control 

important information. Information is the basis for making effective decisions. Thus, 

those who possess information needed to make optimal decisions have power. The 

accountant’s position in the organization structure may not accurately portray the 

amount of  power that he or she wields. A true picture of  a person’s power is pro-

vided not only by the person’s position but also by the person’s access to relevant 

information. 

 A number of  organizational situations can serve as the source of  either power or 

powerlessness (not acquiring power). The powerful manager exists because he or she 

allocates required resources, makes crucial decisions, and has access to important 

 information. 14  He or she is likely to make things happen. The powerless manager, 

however, lacks the resources, information, and decision-making prerogatives needed 

to be productive.  Exhibit 12.1  presents some of the common symptoms and sources of 

powerlessness of  first-line supervisors, staff  professionals, and top-level managers. 

This exhibit indicates that a first-line manager, for example, may display a number of 

symptoms of  powerlessness such as supervising very closely and not showing much 

concern about training or developing subordinates. If  these symptoms persist, it is 

likely that the individual is powerless. 
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      Empowerment  

 The chief  of the Los Angeles Police Department directs approximately 10,000 sworn 

officers, 3,000 civilian employees, and an annual budget in excess of $1 billion. By any 

definition it is a powerful position. During his six years in the job, William Bratton 

vigorously fought crime in Los Angeles and instilled this passion in the officer ranks 

of the LAPD. Promoting only those commanders who shared his vision of crime re-

duction, Bratton’s ideas, policies, and legacy led to a 41 percent drop in homicides and 

a 33 percent decrease in other major crimes in Los Angeles from 2002 to 2008. 15  His 

previous position as New York City police commissioner from 1993 to 1998 resulted 

in a similar remarkable reduction in violent crime. 16  He didn’t accomplish that, how-

ever, because he had amassed a great deal of power; rather, he accomplished it because 

he gave a great deal of his power away by pushing decision-making authority far down 

the organizational hierarchy. He  empowered  officers at the precinct to take actions that 

previously could only be done at the commissioner’s office level. 17     Empowerment    has 

been defined by Conger and Kanungo as “a process of  enhancing feelings of  self-

efficacy among organizational members through the identification of conditions that 

foster powerlessness and through their removal by both formal organizational prac-

tices and informal techniques of providing efficacy information.” 18  

   Despite the commonsense appeal of  empowering employees, empowerment is not 

universally embraced for a number of reasons, such as:

    1.   Managers fear the loss of power, control, and authority.  

   2.   Employees are not able to make responsible decisions.  

   3.   Empowering employees was attempted before and it failed.  

   4.   Sharing proprietary information means leaking ideas, plans, and knowledge to 

competitors.  

   5.   Not everyone wants to be empowered. Those resisting empowerment become iso-

lates, misfits, and not team players in the minds and perceptions of  advocates of 

empowerment. 19     

        empowerment  
 Encouraging and/or 

assisting individuals 

and groups to make 

decisions that affect 

their work environ-

ments.     

EXHIBIT 12.1 Symptoms and Sources of Powerlessness

Source: Reprinted by permission of the Harvard Business Review. Adapted from “Power Failures in Management Circuits,” by Rosabeth Moss Kanter (July–August 

1979), p. 73. Copyright © 1979 by the President and Fellows of Harvard College; all rights reserved.

Position Symptoms Sources

First-line supervisors (e.g., manager) Supervise too closely; fail to train  Routine, rule-minded jobs: limited lines

 subordinates; not sufficiently oriented  of communication; limited advancement

 to the management team; inclined to do  opportunities for themselves and their

 the job themselves subordinates

Staff professionals (e.g., corporate  Create islands and set themselves up Their routine tasks are only adjuncts

lawyer, personnel/human resources  as experts; use professional standards to real line job; blocked career

specialist)  as basis for judging work that  advancement replaced by outside

 distinguishes them from others; resist  consultants for nonroutine work

 change and become conservative risk 

 takers

Top-level managers (e.g., chief  Short-term horizon; top-down  Uncontrollable lines of supply; limited

executive officer, vice president) communication systems emphasized;  or blocked lines of information about

 reward followers to think like the  lower managerial levels; diminished 

 manager, do not welcome bearers of  lines of support because of challenges

 bad news to legitimacy
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   Despite the skepticism and resistance inherent in the five reasons above, learning to 

leverage empowerment as a means to strengthen the capabilities and commitment of 

employees is one of the most important challenges facing managers today. 20  The em-

powerment process is presented in a staged sequence within organizations. The first 

stage involves identifying the conditions existing in the organization that lead to feel-

ings of powerlessness on the part of organizational members. These conditions could 

find their origin in organizational factors (such as poor communications or highly 

centralized resources), management styles (such as authoritarianism), reward systems 

(nonmerit-based rewards, low incentive value rewards), or the nature of the jobs (low 

task variety, unrealistic performance goals). 

   The diagnoses completed in the first stage lead to the implementation of empower-

ment strategies and techniques in the second stage. Use of participative management, 

establishing goal-setting programs, implementing merit-based pay systems, and job 

enrichment through redesign are examples of  possible empowerment activities. The 

use of these programs is designed to accomplish two objectives in the third stage. One 

is simply to remove the conditions identified in the first stage as contributing to pow-

erlessness. The second, and more important, is to provide self-efficacy information to 

subordinates. Self-efficacy describes a belief  in one’s effectiveness. Individuals high in 

self-efficacy tend to be confident and self-assured and feel they are likely to be success-

ful in whatever endeavors they undertake. 

   Receiving such information results in feelings of empowerment in the fourth stage. 

This is because increasing self-efficacy strengthens effort–performance expectancies. 

You will recall from the discussion of expectancy theory in Chapter 5 that this means 

increasing the perceived probability of  successful perfor-

mance, given effort. Finally, the enhanced empowerment 

feelings from stage four are translated into behaviors in the 

fifth and final stage. These behavioral consequences of em-

powerment include increased activity directed toward task 

accomplishment. 

   Thus, by helping organizational members feel more as-

sured of their capability to perform well, and by increasing 

the linkages between effort and performance, empowerment 

can lead to what has been described as a “culture of 

contribution.” 21  Such a culture can be found, for example, 

in Newfield Exploration, a New York Stock Exchange–listed 

oil and gas exploration company with a 2009 capital budget 

of $1.45 billion, 22  which has only two levels of management 

in the entire company. Because each employee has critical 

decision-making authority, everyone understands that the 

success of the company is in large measure dependent on the 

contribution they make. The company’s success, in turn, di-

rectly affects the employees, since each employee is also an 

owner. 

   As we have already noted in previous chapters, organiza-

tions are increasingly relying on a variety of team structures 

to complete many work tasks. One benefit of  team ap-

proaches is the increased empowerment of team members. 23  

In the case of  self-managed teams, for example, empower-

ment is fostered in at least two ways. First, additional formal 

decision-making control is delegated to the team. This 

INCREASING YOUR EFFECTIVENESS IN 

EMPOWERING OTHERS

1. Delegate authority, also. When you delegate 

responsibility, make certain you are also 

delegating authority to go along with it.

2. Be a “partner.” Be prepared to give up your 

managerial “parent” role and assume a 

“partner” role.

3. Be supportive. Assure your subordinates 

through words and deeds that it is OK to 

make mistakes.

4. Share information. Empowered employees 

must have sufficient information to be able 

to see the “big picture.”

5. Provide training opportunities. Encourage 

employees to develop skills to successfully 

perform new job responsibilities.

6. Provide constructive performance 

feedback. It is particularly important for 

newly empowered employees. Feedback 

enhances learning and can provide needed 

assurance that the job is being mastered.

Management Pointer
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 empowers the team to make decisions and take actions that previously were reserved 

for—or at least required the approval of—a higher level. Second, because team mem-

bers usually have broader responsibilities, they acquire additional skills, knowledge, 

and experiences. This increased expertise makes them more valuable to the organiza-

tion, effectively increasing their influence. The Management Pointer on page 347 provides 

suggestions for successfully empowering subordinates. 24   

     Interdepartmental Power  

 The primary focus to this point has been on individual power and how it is obtained. 

However, it is also important to consider subunit or interdepartmental power. A sub-

unit (business unit or strategic business unit) is a semiautonomous part of an overall 

organization that is a center for coordinated actions. Its organization is usually based 

on a product line or product lines and it competes against specific competitors. Sub-

unit power is the focus of the strategic contingency theory developed by Hickson. A 

   strategic contingency    is an event that is extremely important for accomplishing organi-

zational goals. 25  Crozier, a French sociologist, provided insight into the idea of strate-

gic contingencies. He studied the relationships between workers in the production and 

maintenance departments of  French tobacco-processing plants. Crozier found that 

the production workers enjoyed job security because of tenure, were protected against 

unfair disciplinary action, and were not replaced or transferred arbitrarily. The pro-

duction workers were less skilled than the maintenance workers. The maintenance 

workers were highly skilled and were recruited and selected only after going through a 

rigorous screening process. 

   The production workers were dependent on the maintenance workers. This power 

differential was explained in terms of the control exercised by the maintenance work-

ers over an important contingency. If  machines were shut down, the entire plant came 

to a halt. Efficiently functioning machines were needed to accomplish output goals. 

Since the maintenance workers, at the request of  the production workers, repaired 

machines that were down, they possessed significant power. 

   When machines were down, the job performance of  the production workers suf-

fered. Stoppages totally disrupted the workflow and the output of  the production 

workers. Crozier proposed that the maintenance workers controlled a strategically 

contingent factor in the production process. Crozier’s study provided clear evidence of 

subunit power differences. The study also stimulated other studies that eventually re-

sulted in a strategic contingencies explanation of power differences. 26  

   Using the work of Crozier and Hickson and their associates, it is possible to develop 

a concise explanation of strategic contingencies. The model presented in  Exhibit 12.2  

suggests that subunit power, the power differential between subunits, is influenced by 

(1) the degree of ability to cope with uncertainty, (2) the centrality of the subunit, and 

(3) the substitutability of the subunit. 

  Coping with Uncertainty 

 Unanticipated events can create problems for any organization or subunit. It is, there-

fore, the subunits most capable of  coping with uncertainty that typically acquire 

power. There are three types of coping activities. First is  coping by prevention.  Here a 

subunit works at reducing the probability that some difficulty will arise. One example 

of a coping technique is designing a new product to prevent lost sales because of new 

competition in the marketplace. 

        strategic contingency  
 An event or activity 

that is extremely 

 important for accom-

plishing organizational 

goals.     
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   Second is  coping by information.  The use of forecasting is an example. Possessing 

timely forecasting information enables a subunit to deal with such events as competition, 

strikes, shortages of materials, and shifts in consumer demand. Planning departments 

conducting forecasting studies acquire power when their predictions prove accurate. 

   Third is  coping by absorption.  This coping approach involves dealing with uncertainty 

as it impacts the subunit. For example, one subunit might take a problem employee from 

another subunit and attempt to retrain and redirect that employee. This is done as a 

 favor so that the other subunit will not have to go through the pain of terminating or 

continuing to put up with the employee. The subunit that takes in the problem employee 

gains the respect of other subunits, which results in an increase in power. 

   The relation of  coping with uncertainty to power was expressed by Hickson as 

 follows: “The more a subunit copes with uncertainty, the greater its power within the 

organization.” 27    

 Centrality 

 The findings of a number of research studies strongly suggest that centrality can be a 

significant source of subunit power. 28  The subunits that are most central to the flow of 

work in an organization typically acquire power. No subunit has zero centrality since 

all subunits are somehow interlinked with other subunits. A measure of  centrality is 

the degree to which the work of  the subunit contributes to the final output of  the 

 organization. Since a subunit is in a position to affect other subunits, it has some 

 degree of centrality and therefore power. 

   Also, a subunit possesses power if  its activities have a more immediate or urgent 

impact than those of  other subunits. For example, Ben Taub General Hospital is a 

major public hospital in Houston. The emergency and trauma treatment subunit is 

extremely important and crucial, and it contains significant power within the hospital. 

EXHIBIT 12.2
A Strategic 

Contingency Model of 

Subunit Power

Sources: This figure is based 

on the detailed research work 

conducted by D.J. Hickson, 

C.R. Hinnings, C.A. Lee, R.E. 

Schneck, and J.M. Pennings, 

“A Strategic Contingency 

Theory of Intraorganizational 

Power,” Administrative Science 

Quarterly, June 1971, pp. 

216–29; and C.R. Hinnings, 

D.J. Hickson, J.M. Pennings, 

and R.E. Schneck, “Structural 

Conditions of Intraorganiza-

tional Power,” Administrative 

Science Quarterly, March 

1974, pp. 22–44.
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Failures in this subunit could result in the death of emergency victims. On the other 

hand, the psychiatric subunit does important work but not of the crucial and immedi-

ate type. Therefore, it has significantly less subunit power than the emergency and 

trauma treatment subunit.   

 Substitutability 

    Substitutability    refers to the ability of other subunits to perform the activities of a par-

ticular subunit. If  an organization has or can obtain alternative sources of skill, infor-

mation, and resources to perform the job done by a subunit, the subunit’s power will 

be diminished. Training subunits lose power if  training work can be done by line man-

agers or outside consultants. On the other hand, if  a subunit has unique skills and 

competencies (e.g., the maintenance workers in Crozier’s study discussed earlier) that 

would be hard to duplicate or replace, this tends to increase the subunit’s power over 

other subunits. 

   Hickson et al. capture the importance of substitutability power when they propose 

that the lower the substitutability of the activities of a subunit, the greater is its power 

within the organization. 29      

 The Illusion of Power  

 Admittedly, some individuals and subunits have vast amounts of power to get others to 

do things the way they want them done. However, there are also illusions of power. Imag-

ine that one afternoon your supervisor asks you to step into his office. He starts the meet-

ing: “You know we’re really losing money using that Beal stamping machine. I’d like you 

to do a job for the company. I want you to destroy the machine and make it look like an 

accident.” Would you comply with this request? After all, this is your supervisor, and he 

is in charge of everything—your pay, your promotion opportunities, your job assign-

ments. You might ask yourself, “Does my supervisor have this much power over me?” 

   Where a person or subunit’s power starts and stops is difficult to pinpoint. You 

might assume that the supervisor in the hypothetical example has the specific power to 

get someone to do this unethical and illegal “dirty work.” However, even individuals 

who seemingly possess only a little power can influence others. A series of  studies 

conducted by Milgram focused on the illusion of power. In these studies, subjects who 

had been voluntarily recruited thought they were administering electrical shocks of 

varying intensity to other subjects. 30  Ostensibly the experiment was designed to study 

the effects of punishment on learning. In reality, the studies focused on obedience to 

authority.  Exhibit 12.3  displays the surprising results. 

   At the experimenter’s direction, 26 of  40 subjects, or 65 percent, continued to in-

crease the intensity of  the shocks they thought they were administering to another 

person all the way to the maximum voltage even though the control panel indicated 

increasing voltage dosages as “intense,” “extreme,” “danger,” and “severe shock.” Ad-

ditionally, screams could be heard coming from the booth, and the subject allegedly 

receiving the shock begged the experimenter to stop the project. Despite this, and even 

though the subjects were uncomfortable administering the shocks, they continued. 

Milgram stated: 

   I observed a mature and initially poised businessman enter the laboratory, smiling and 

confident; within 20 minutes he was reduced to a twitching, stuttering wreck, who was 

rapidly approaching a point of nervous collapse . . . yet he continued to respond to 

 every word of the experimenter and obeyed to the end. 31  

        substitutability  
 The ability of various 

work units to perform 

the activities of other 

work units.     
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   Why did the subjects obey the experimenter? Although the experimenter possessed 

no specific power over the subjects, he appeared to be a powerful person. He created 

an illusion of power. The experimenter, dressed in a white lab coat, was addressed by 

others as “doctor” and was very stern. The subjects perceived the experimenter as pos-

sessing legitimacy to conduct the study. The experimenter apparently did an excellent 

job of projecting the illusion of having power. 

   The Milgram experiments indicate that possessing power in a legitimate way is not 

the only way power can be exerted. Individuals who are perceived to have power may 

also be able to significantly influence others. Power is often exerted by individuals who 

have only minimal or no actual power. The “eye of the beholder” plays an important 

role in the exercise of power. 

   Jim Clark, an engineer, Stanford professor, and real estate developer, has created an 

almost cultlike illusion of power in Silicon Valley. His ideas and his involvement with 

Netscape, WebMD, and Silicon Graphics have helped reshape entire industries. He 

was the idea person behind each of  these three companies. For example, at Silicon 

Graphics, Clark invented 3-D chips, which gave the firm a technological lead over 

other makers of high-priced workstations. 32  The chips allowed for the creation of the 

digital dinosaurs in the Oscar-winning hit movie  Jurassic Park.  

   Clark grasped the commercial power of the Internet ahead of other geniuses. Few 

people had heard of  a Web browser, which Clark’s firm Netscape commercialized. 

Clark has taken his seemingly far-out ideas and has converted them into billions of 

EXHIBIT 12.3

Results of Milgram’s 

Classic Experiment on 

Obedience

Source: Based on descriptions 

and data presented in S. 

 Milgram, “Behavioral Study 
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 Abnormal and Social 

 Psychology, October 1963, 
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dollars, making a lot of investors and employees very wealthy. His commercialization 

of ideas has created a halo about Clark. The illusion is that he has the Midas touch. A 

closer examination of  his history and background illustrates a mystique and some 

myth surrounding Jim Clark. 

   Clark has experienced a variety of  ups and downs as a result of  being a player in 

the Internet revolution. For example, he has admitted to losing money in the formerly 

billion-dollar firm Healtheon. The company was created to bring the efficiencies of 

the Internet to the medical world. After a time, the company was folded into another 

one of  Clark’s ventures, WebMD. Clark also has experienced mixed results with his 

investments in other Internet firms, including an online photography Web site, Shut-

terfly, and a financial services company, myCFO. 33  Yet, Clark still has power to influ-

ence investors. The mention of his name in a deal creates a buzz and interest in being 

a part of the next Jim Clark idea and business.    

 Political Strategies and Tactics  

 Individuals and subunits continually engage in politically oriented behavior. 34  By 

politically oriented behavior we mean a number of  things:

    1.   Behavior that usually is outside the legitimate, recognized power system.  

   2.   Behavior that is designed to benefit an individual or subunit, often at the expense 

of the organization in general.  

   3.   Behavior that is intentional and is designed to acquire and maintain power.    

   As a result of politically oriented behaviors, the formal power that exists in an or-

ganization often is sidetracked or blocked. In the language of organizational theory, 

political behavior results in the displacement of power.  

 Research on Politics 

 A number of  studies have been conducted to explore political behavior and percep-

tions in organizations. A study that assessed the political skill of about 700 employees 

suggested that political skill can be accurately broken down into four distinct factors: 

social astuteness, interpersonal influence, networking ability, and apparent sincerity. 35  

A related study found that of these four factors, social astuteness (i.e., being sensitive 

to others) is the strongest predictor of supervisor ratings and leadership effectiveness. 36  

Being sensitive to the needs and feelings of others is an important survival skill in to-

day’s office environment. 

   Another study of 142 purchasing agents examined their political behavior. The job 

objective of the purchasing agents was to negotiate and fill orders in a timely manner. 

However, the purchasing agents also viewed their jobs as being a crucial link with the 

environment—competition, price changes, market shifts. 37  Thus, the purchasing agents 

considered themselves information processors. The vital link of the purchasing agents with 

the external environment placed them in conflict with the engineering department. As a re-

sult of the conflict, attempts to influence the engineering subunit were a regular occurrence. 

   This study discovered a variety of  political tactics used by the purchasing agents. 

They included:

   1.    Rule evasion.  Evading the formal purchase procedures in the organization.  

  2.    Personal-political.  Using friendships to facilitate or inhibit the processing of an order.  

  3.    Educational.  Attempting to persuade engineering to think in purchasing terms.  
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  4.    Organizational.  Attempting to change the formal or informal interaction patterns 

between engineering and purchasing.    

   These political tactics, used by the purchasing agents to accomplish their goals, 

(1) were outside the legitimate power system, (2) occasionally benefited the purchas-

ing agent at the expense of  the rest of  the organization, and (3) were intentionally 

developed so that more power was acquired by the purchasing agent. 

   Another study of  political behavior was conducted in the electronics industry in 

Southern California. A total of  87 managers (30 chief  executive officers, 28 higher-

level staff  managers, and 29 supervisors) were interviewed and asked about a number 

of aspects of organizational political behavior. 38  Among other questions, the manag-

ers were asked to describe the personal characteristics of organizational members who 

were effective “politicians.” These characteristics are presented in  Exhibit 12.4 , along 

with the percentage of  each group of  managers who thought the characteristic was 

associated with effective political behavior. 

   A total of 13 characteristics were identified as being important, headed by articu-

lateness, sensitivity, and social adeptness. As Exhibit 12.4 shows, there was a fairly 

high level of  agreement between the three levels of  managers on what characteristics 

were regarded as important. There were, however, some exceptions. For example, su-

pervisors saw  ambitiousness  as being far less-often associated with effective political 

behavior (4 percent) than did CEOs (20 percent) and staff  managers (25 percent). On 

the other hand, many more staff  managers (21 percent) than CEOs (3 percent) or 

 supervisors (7 percent) thought being  logical  was a characteristic of effective political 

players. It is probably reasonable to conclude that some of the differences between the 

groups were attributable to different perspectives. It is also probably the case that 

 different political behaviors were used at different levels within the organization.   

 Playing Politics 

 The managers in the study described above were aware of political behavior because it 

was part of their organizational experiences. As the researchers noted, the study was 

not designed to either praise or criticize organizational political behavior. Instead, it 

EXHIBIT 12.4 Personal Characteristics of Effective Organizational Politicians

Source: Adapted from R.W. Allen, D.L. Madison, L.W. Porter, P.A. Renwick, and B.T. Mayes, “Organizational Politics: Tactics and Characteristics of Its Actors,” 

California Management Review, December 1979, p. 78.

Personal Combined  Chief Executive Staff

Characteristics Groups Officers  Managers Supervisors

Articulate 30% 37% 39% 13%

Sensitive 30 50 21 17

Socially adept 20 10 32 17

Competent 17 10 21 21

Popular 17 17 11 24

Extroverted 16 17 14 17

Self-confident 16 10 21 17

Aggressive 16 10 14 24

Ambitious 16 20 25 4

Devious 16 13 14 21

Organization person 13 20 4 14

Highly intelligent 12 20 11 3

Logical 10 3 21 7
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was intended to show that politics is a fact of organizational life. Politics and political 

behavior exist in every organization. In this section, we will briefly examine a couple of 

different ways that the study of political behavior, or “playing politics,” has been ap-

proached in organizations. We will close the section with a look at one specific political 

strategy that is receiving a great deal of attention currently,  impression management.    

 Game Playing 

 Political behavior in organizations has been described by many researchers in terms of 

game playing. Henry Mintzberg has identified 13 types of  political games played in 

organizations. 39  These games, played at all organizational levels by both managers and 

nonmanagers, are intended to accomplish a variety of purposes. Games are played to 

(1) resist authority (the insurgency game); (2) counter the resistance to authority (the 

counterinsurgency game); (3) build power bases (the sponsorship game and coalition-

building game); (4) defeat rivals (the line-versus-staff  game); and (5) bring about orga-

nizational change (the whistle-blowing game). 

   Let’s look at one of  Mintzberg’s games. The insurgency game is played to resist 

authority, and there are many different ways to play. For example, suppose a plant 

foreman is instructed to reprimand a particular worker for violating company policies. 

The reprimand can be delivered according to the foreman’s feelings and opinions 

about its worth and legitimacy. If  the reprimand is delivered in a halfhearted manner, 

accompanied by a sly wink, it will probably have an effect very different from what 

was expected. Insurgency in the form of not delivering the reprimand as expected by a 

higher authority would be difficult for that authority to detect and correct. Techni-

cally, the foreman followed orders. Practically, however, he resisted those orders. 

   Insurgency, along with the rest of  Mintzberg’s games, is practiced in all organiza-

tions. Games are played within and between subunits, and they are played by indi-

viduals who are sometimes representing themselves and sometimes representing their 

units. It is unrealistic to assume that game playing can be eliminated. Even in the 

most efficient, profitable, productive, and responsible organizations, political games 

are being played.   

 Political Influence Tactics 

 Influence is what playing politics is all about. Individuals and groups engage in politi-

cal behavior to influence the perceptions or behaviors of other individuals and groups. 

Accordingly, the means or tactics used to accomplish this have been the focus of much 

research. One particularly interesting approach has been refined over a period of many 

studies by several different researchers. 40  This research stream has identified nine spe-

cific tactics used by individuals to influence their superiors, co-workers, and subordi-

nates to do what they wanted them to do. These tactics are:

   1.    Consultation.  Used to gain your support for a course of action by letting you par-

ticipate in the planning for the action.  

  2.    Rational persuasion.  Used to convince you that a particular course of  action is 

“logically” the best course because it is in your best interest.  

  3.    Inspirational appeals.  Used to gain support by appealing to your values or ideals, or 

by increasing your confidence that the desired course of action will be successful.  

  4.    Ingratiating tactics.  Used to create a sense of obligation because someone is doing 

something nice for you. Designed to make it difficult for you not to support the 

course of action desired by the ingratiator.  
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  5.    Coalition tactics.  Used to gain your support by seeking the help of  others to per-

suade you, or by using the support of  others as an argument for you to also give 

your support.  

  6.    Pressure tactics.  Used to gain your support for a particular course of action through 

demands, intimidation, or threats.  

  7.    Legitimating.  Used to gain your support by claiming the authority to ask for your 

support, or by claiming that such support is consistent with organizational policies 

or rules.  

  8.    Personal appeals.  Used to appeal to your feelings of loyalty and friendship to gain 

your support.  

  9.    Exchange tactics.  Used to gain your support by the promise that you will receive a 

reward or benefit if  you comply, or by reminding you of prior favors you must now 

reciprocate.    

   Not all these tactics are equally effective in bringing about desired results.  Exhibit 12.5  

shows the results from one study that assessed the effectiveness of  each tactic. Over 

500 cases involving the use of influence tactics were analyzed in terms of leading to one 

of three outcomes:

   1.    Commitment  results when you agree internally with the decision, action, or request, are 

enthusiastic about it, and are likely to exert unusual effort to carry out the request.  

  2.    Compliance  occurs when you carry out the request but are apathetic about it and 

make only a minimal effort to do it.  

  3.    Resistance  results when you are opposed to the request and try to avoid doing it. 41     

   As can be seen from the exhibit, inspirational appeals and consultation were more 

effective than the rest of the tactics, with inspiration resulting in commitment 90 per-

cent of the time it was used. On the other hand, legitimating, coalition, and pressure 

were less effective than the other tactics. Variables other than the type of  influence 

tactic used can impact the success of  the influence attempt. Even the use of  a tactic 

such as pressure can sometimes result in commitment. Likewise, any tactic may result 

in resistance if  it is used in an unskillful manner or if  the request being made is clearly 

objectionable. 42  

   In a meta-analysis of  how influence tactics relate to work outcomes, researchers 

analyzed 31 studies that were conducted between 1973 and 2000. 43  These studies were 

EXHIBIT 12.5
Frequency of 

Outcomes for the Use 

of Political Influence 

Tactics

Source: Adapted from Cecilia 

M. Falbe and Gary Yukl, 

“Consequences for Managers 

of Using Single Influence Tac-

tics and Combinations of Tac-

tics,” Academy of Management 

Journal, August 1992, p. 647.

  Outcomes

Influence Tactic Resistance Compliance Commitment

1. Consultation 18% 27% 55%

2. Rational persuasion 47 30 23

3. Inspiration 0 10 90

4. Ingratiation 41 28 31

5. Coalition 53 44 3

6. Pressure 56 41 3

7. Legitimating 44 56 0

8. Personal appeals 25 33 42

9. Exchange 24 41 35
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combined into one overall study to answer several questions related to employees’ use 

of influence tactics:

   1.   Do influence tactics result in higher performance assessments from supervisors?  

  2.   Do employees who use influence tactics receive more pay raises and promotions?  

  3.   Which influence tactics are most effective?    

   The researchers reported that those individuals who use ingratiating behaviors and 

who use logic to convince others of a particular course of action have a greater chance 

of succeeding at their careers than do those who do not use those tactics. Ingratiating 

and rational persuasion tactics have a stronger impact in terms of higher performance 

assessments (as opposed to pay raises and promotions) because supervisors have con-

trol over the employee’s performance assessment but often have little influence over 

pay raises and promotions. These latter outcomes are more related to the organiza-

tion’s financial situation and market conditions. 

   Interestingly, the researchers noted that an individual’s use of pressure tactics resulted 

in both positive and negative outcomes. Their use had a negative effect on the individu-

al’s supervisory assessment but a positive effect on the employee’s receipt of pay and 

promotions. It appears that individuals who aggressively seek out and ask for pay in-

creases and promotions are more likely to receive them. However, those same behaviors 

are likely to lead the individual’s supervisor to give lower performance assessments.   

 Impression Management 

    Impression management    refers to the actions individuals take to control the impressions 

that others form of them. 44  Impression management is universal. Employers do it, as 

do employees; students do it with professors and professors do it with students; parents 

and children do it with each other. Research suggests that a significant part of behavior 

in organizations is motivated by the desire of organization members to be perceived by 

others in certain ways. 45  Virtually everyone makes a deliberate effort in some situations 

to create a desirable impression. Some of the political influence tactics discussed in the 

previous section represent attempts at impression management. Consultation, for ex-

ample, is used to create the impression that you are participative and that you want, 

value, and respect input from the person you are trying to influence. Ingratiation is 

designed to project an impression of you as a nice, thoughtful, or friendly person. 

   Impression management has increasingly gained the attention of  organizational 

researchers. The desire to present ourselves in the best possible light when the stakes 

are high is a widely held desire. Effective impression management can be quite useful. 

An obvious example is the use of impression management tactics during the employ-

ment interview. 46  It could be argued that at no time is successful impression manage-

ment more important; if  you fail to create a favorable impression, you’re not likely to 

be offered the job! 

   After reviewing 20 years of  research on impression management behaviors, re-

searchers found that effectively managing the way others see us is linked to a variety of 

favorable outcomes not just in job interviews, but also in performance appraisals and 

overall career success. 47  These researchers identified and organized 31 impression 

management tactics that can result in either good or bad effects to an individual’s im-

age. 48  For example, an employee might use    self-promotion    during an interview to re-

ceive a job offer. Alternatively, an employee who uses    intimidation    to convince his or 

her teammates to pursue a certain approach to a project is likely to hurt his or her im-

age as a team player. 
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   Impression management does not necessarily imply that a  false  impression is being 

conveyed. Clearly, some impressions are designed to mislead. Creating blatantly false 

impressions, however, can damage your credibility and reputation. 

   Many impression management tactics are designed to emphasize the positive. 

Self-promotion, such as acclaiming your accomplishments, is an example. Flatter-

ing others is another example. Other impression management tactics may be aimed 

at reducing negatives. Providing an excuse for why you made a mistake, for exam-

ple, may be  designed to further the impression that the error was beyond your con-

trol. Or simply admitting responsibility for the mistake may be designed to 

demonstrate willingness to take responsibility. When ex–Attorney General Janet 

Reno accepted responsibility for the decision to launch the disastrous raid on the 

Branch Davidian complex in Waco, Texas, her stock soared because the public 

found it refreshing that someone in Washington was taking responsibility instead 

of  blaming somebody else. 

   One very effective impression management technique, self-handicapping, is 

 designed to make the best of  an as yet undetermined outcome.    Self-handicapping    

 refers to any action taken in advance of  an outcome that is designed to provide 

either an excuse for failure or a credit for success. A self-handicap provides a 

 persuasive causal explanation for potential failure, while setting the stage for the 

individual to receive more credit for success than would otherwise be the case. 49  

For example, a quarterback who lets everyone know about his sore arm is not 

 expected to have a good game. If  he plays poorly, everyone attributes it to his sore 

arm rather than his ability or lack of  effort; if  he does well, he did so despite his 

handicap, suggesting truly  extraordinary ability or effort. The employee who 

 reports being up all night with a sick child the day of  a scheduled presentation to 

management is another example. If  the presentation goes poorly, there is a reason 

beyond the employee’s control; if  it goes well, the employee excelled under adverse 

conditions. 

     Ethics, Power, and Politics  

 Issues of power and politics often involve ethical issues as well. For example, if  power 

is used within the formal boundaries of a manager’s authority and within the frame-

work of organizational policies, job description, procedures, and goals, it is really non-

political power and most likely does not involve ethical issues. When the use of power 

is outside the bounds of formal authority, policies, procedures, job descriptions, and 

organizational goals, it is political in nature. When this occurs, ethical issues are likely 

to be present. Some examples might include bribing government officials, lying to 

employees and customers, polluting the environment, and a general “ends justify the 

means” mentality. This chapter’s You Be the Judge discusses whether business schools 

can teach ethics to their students. 

   Managers confront ethical dilemmas in their jobs because they frequently use 

power and politics to accomplish their goals. Each manager, therefore, has an ethical 

responsibility. Researchers have developed a framework that allows a manager to inte-

grate ethics into political behavior. These researchers recommend that a manager’s 

behavior must satisfy certain criteria to be considered ethical. 50  

   1.    Utilitarian outcomes.  The manager’s behavior results in optimization of satisfaction 

of people inside and outside the organization. In other words, it results in the great-

est good for the greatest number of people.  
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   2.    Individual rights.  The manager’s behavior respects the rights of all affected parties. 

In other words, it respects basic human rights of free consent, free speech, freedom 

of conscience, privacy, and due process.  

   3.    Distributive justice.  The manager’s behavior respects the rules of justice. It does not 

treat people arbitrarily but rather equitably and fairly.    

   What does a manager do when a potential behavior cannot pass the three criteria? 

The behavior may still be considered ethical in the particular situation if  it passes the 

 criterion of overwhelming factors.  To justify the behavior, it must be based on tremen-

dously overwhelming factors in the nature of  the situation, such as conflicts among 

criteria (e.g., the manager’s behavior yields both positive and negative results), con-

flicts within the criteria (e.g., a manager uses questionable means to achieve a positive 

result), or an inability to employ the first three criteria (e.g., the manager acts with 

incomplete or inaccurate information). The Organizational Encounter on page 360 

presents a decision-tree approach to the application of these criteria. 

   With the increased emphasis on empowerment, ethical issues are even more preva-

lent. In an empowered organization where decisions are forced down to the lowest 

levels, employees need to understand the importance of  being constantly aware of 

the ethical implications of  what they do. 51  Many companies are instituting ethics 

training programs to assist newly empowered employees in making ethical decisions. 

For example, Best Buy provides annual ethics training to its 140,000 employees across 

the United States and Canada. After early experimentation, the company’s chief  eth-

ics officer decided that newly hired administrative staff  would receive ethics training 

via the traditional classroom approach during orientation, but retail store employees 

were given the option of  learning the company’s ethics policies via computer-based 

training. 52     

 Using Power to Manage Effectively  

 Nothing gets done in any organization until someone makes it happen. Making the 

right things happen is what a manager’s job is all about. 53  To be effective a manager 

must successfully influence the activities of  other organizational members. As we 

pointed out at the start of  this chapter, influence requires the exercise of  power. To 

influence successfully, power must be used effectively. Organizational theorist and re-

searcher Jeffrey Pfeffer has identified several important considerations in using power 

to manage effectively. We close this chapter with a look at Pfeffer’s conclusions in this 

regard: 54  

    Recognize that there are multiple interests in nearly every organization.  Not everyone 

has the same interests, and not everyone’s interests are necessarily compatible with 

yours. It is important to understand the organization’s political landscape by knowing 

what interests exist and to whom they belong. 

    Know what position relevant individuals and groups hold with respect to issues impor-

tant to you.  When this perspective is different from yours it is also important to under-

stand the basis for the difference. It is much easier to influence those who agree with 

us than it is to affect the behavior of those who do not. Knowing why someone’s per-

spective is different from yours makes the task of exercising influence easier. Under-

standing why subordinates dislike a new incentive pay plan, for example, affords you a 

better opportunity to diagnose how they are likely to respond to different attempts 

you might make to sell them on its merits. 
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    Understand that to get things done you must have power, and in the case of those who 

oppose you, you must have more power than they do.  This means it is essential that you 

know where power comes from and how these sources of power can be nurtured. It is 

important to recognize that there is nothing wrong with the acquisition and use of 

power if  it is done in a professional and ethical manner. However effective you are as 

a manager, increasing your influence will further increase your effectiveness.  

    Finally,  recognize the strategies and tactics through which organizational power is 

developed and used.  This includes understanding the importance of timing, the use of 

the organization’s structure, and the various forms of interpersonal power. As Pfeffer 

concludes, “We need to understand strategies and tactics of  using power so that we 

can consider the range of  approaches available to us, and use what is likely to be 

effective.” 57  

   An organizational member does not have to be in a formal leadership position to 

possess or use power. Having and using power, however, is an integral part of leader-

ship. In this chapter we have examined the relevant aspects of power. In the chapters 

that follow, we turn our attention to the organizational processes of communication, 

decision making, and leadership.  

CAN BUSINESS SCHOOLS TEACH ETHICS?

Easy credit, bankers’ relaxed attitude toward risk, predatory 

lending practices, and the failure of regulators to intervene are 

all major causes of the latest financial crisis. However, accord-

ing to John C. Bogle, founder and former CEO of the Vanguard 

Group of Mutual Funds, more rudimentary underlying causes 

of the worldwide financial crisis were that “self-interest got 

out of hand” and “unchecked market forces overwhelmed 

traditional standards of professional conduct, developed over 

centuries.”55 Bogle is placing part of the blame for our current 

crisis on unethical leadership, poor decision making, and/or out-

right greed. Should business schools in the United States share 

in the blame? The issue at hand is whether business schools 

have a responsibility—and the ability—to teach ethical behav-

ior to business students.56 This is not a new concept. Recent 

research suggests that a large majority of top MBA programs 

require students to study ethics or corporate social responsibil-

ity as part of their curricula. Harvard Business School offered 

its first business ethics course—“Social Factors in Business 

Enterprise”—nearly 100 years ago. Keeping pace with this tra-

dition, starting in January 2004, Harvard Business School has 

required all students to take the ethics course “Leadership, 

Governance, and Accountability.” Other schools, like Indiana 

University’s Kelley School of Business, are also taking steps to 

ensure that their students abide by ethical standards. Students 

of the Kelley School of Business must follow a 20-page code 

of conduct that prohibits cheating, fabrication, and plagiarism, 

while promoting professional conduct with recruiters.

Experts and professors differ in their opinions regarding 

whether ethical behavior can be taught. Some believe that 

students’ values are already formed and that no amount of 

classroom training will make an individual behave ethically. 

Others believe that by educating students on the severe con-

sequences of unethical business decisions, such teaching 

will help deter unethical behavior in the future. For example, 

at the Tuck School of Business at Dartmouth College, stu-

dents attend a panel that features an ex-convict who was 

involved in a $100 million fraud.

Should business schools require all students to take a 

specific ethics course? Or is it better to add an ethics compo-

nent to all required courses, like accounting, management, 

and marketing? You be the judge!

Y O U  B E  T H E  J U D G E
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O R G A N I Z A T I O N A L  E N C O U N T E R

USING AN ETHICAL DECISION TREE

Political behavior is pervasive. As the text indicates, such behav-

ior is inherently neither good nor bad. In determining whether a 

particular choice of behaviors is ethical or unethical, based on 

the criteria discussed in the text, a manager might find the fol-

lowing decision tree useful.

Application of this decision-tree approach is certainly not a 

panacea. There may be situations in which one or more of these 

criteria cannot be employed or in which there is a conflict among 

criteria. Making the ethically correct political behavior choice is 

neither always easy nor always possible. However, models such 

as this one can be of assistance to managers in their decision 

making.

Source: Adapted from G.F. Cavanagh, D.J. Moberg, and M. Velasquez, 

“The Ethics of Organizational Politics,” Academy of Management 

Review, July 1981, p. 368.
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CAN BUSINESS SCHOOLS TEACH ETHICS?

There is considerable debate inside and outside business 

schools regarding whether (and how) ethics can be taught to 

college students who have long passed the “formative years.” 

As the debate continues, many schools are offering ethics both 

as stand-alone courses and as supplements to other business 

courses (e.g., ethical decision making in accounting). Students 

at the Haas School of Business at the University of California at 

Berkeley, at the University of Maryland, and at Pepperdine Uni-

versity have the opportunity to interact with convicted white-

 collar criminals in the hope that the students will learn from 

these individuals’ mistakes. A comprehensive ethics course 

at the University of California at Irvine evaluates the ethical, 

financial, and legal actions that contributed to Enron’s demise.

Many ethics experts agree that if a course or supplement 

is offered to college students, it requires instructors who 

have received adequate training in cases, theories, and other 

pedagogical tools designed to convey a thorough grounding 

in ethical issues and decision making. Also, any instructor 

who plans on designing a course in ethics should address the 

following issues. (1) What are the objectives and learning out-

comes of the course? (2) What kind of learning environment is 

necessary? (3) What learning processes need to be used to 

achieve the outcomes? (4) What are the roles of the students 

in the learning experience?

In sum, teaching ethics in business schools is a challeng-

ing, but meaningful, goal that should be considered by univer-

sity administration and faculty. Whether done as a stand-alone 

course or an integrated module to functional courses, proper 

training and pedagogical tools for instructors can increase 

the overall effectiveness of these courses.

Sources: Carolyn Y. Nicholson and Michelle DeMoss, “Teaching 

 Ethics and Social Responsibility: An Evaluation of Undergraduate 

Business Education at the Discipline Level,” Journal of Education 

for Business 84, no. 4 (2009), pp. 213–18; Lisa Jones Christensen, 

 Ellen Peirce, Laura P. Hartman, W. Michael Hoffman, Jamie Carrier, 

“Ethics, CSR, and Sustainability Education in the Financial Times Top 

50 Global Business Schools: Baseline Data and Future Research 

 Directions,” Journal of Business Ethics 73, no. 4 (2007), pp. 347–68; 

Ronald R. Sims and Edward L. Felton, Jr., “Designing and Delivering 

Business Ethics Teaching and Learning,” Journal of Business Ethics 

63, no. 3 (February 2006), pp. 297–312; and Mark C. Baetz and David J. 

Sharp, “Integrating Ethics Content into the Core Business Curricu-

lum: Do Core Teaching Materials Do the Job?” Journal of Business 

Ethics 51, no. 1 (April 2004), pp. 53–62.

Y O U  B E  T H E  J U D G E  C O M M E N T

  •   Power is the capability one party has to affect the actions of another party. Influ-

ence is a transaction in which one party induces another party to behave in a cer-

tain way. Another way of  making the distinction is to think of  power as the 

potential to influence, and influence as power in action.  

  •   French and Raven introduced the notion of five interpersonal power bases: legitimate 

(position based), reward, coercive (punishment based), expert, and referent (charis-

matic). These five bases can be divided into two major categories: organizational and 

personal. Legitimate, reward, and coercive power are primarily prescribed by an 

 organization, while expert and referent power are based on personal qualities.  

  •   Organizational structure creates power by specifying certain individuals to perform 

certain tasks. Three important forms of structural power include (1) access to re-

sources, (2) ability to affect decision-making processes, and (3) having access to 

relevant and important information.  

  •   Powerlessness occurs when an individual has little or no access to the bases of inter-

personal or structural power. Empowerment refers to a process whereby conditions 

that contribute to powerlessness are identified and removed. Two important factors 

in empowerment are helping organizational members feel confident about their ability 

to perform well and increasing the linkages between effort and performance.  

  •   The strategic contingency approach addresses subunit power. A strategic contin-

gency is an event or activity that is extremely important for accomplishing organi-

zational goals. The strategic contingency factors that have been disclosed by 

research include coping with uncertainty, centrality, and substitutability.  

       Summary of 
Key Points  
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  •   Individuals with very little or no real power may still influence others because they 

 appear  to be powerful. This is the illusion of power that was clearly illustrated in 

the Milgram experiments on obedience.  

  •   Frequently used influence tactics include consultation, rational persuasion, inspira-

tional appeals, ingratiating tactics, coalition building, use of pressure, legitimating, 

personal appeals, and exchange tactics. A particularly important and frequently 

used tactic is that of impression management.  

  •   A manager’s behavior should satisfy certain criteria to be considered ethical. These 

include the (1)  criterion of utilitarian outcomes  (the greatest good for the greatest 

number); (2)  criterion of individual rights  (respecting rights of free consent, speech, 

privacy, and due process); and (3)  criterion of distributive justice  (respecting the 

rules of justice).  

  •   Using power to manage effectively means (1) recognizing that there are multiple 

interests in every organization, (2) knowing what position others hold with respect 

to issues important to you, (3) understanding that getting things done requires hav-

ing and using power, and (4) recognizing the strategies and tactics through which 

organizational power is developed and used.     

   1.   Think about a previous job you have held. Which, if  any, were the sources of your 

power? Did you attempt to increase your power? If  so, how?  

   2.   What is meant by the term  empowerment?  Why is empowerment a concept that is 

resisted by some and rejected by others?.  

   3.   If  you wanted to gain compliance from subordinates, what type of power would 

you use? Explain what compliance means.  

   4.   Assume that the printing process is a strategic contingency for a publishing com-

pany, and that only one group of employees knows how to operate the printing 

press. How could the environment be changed to more evenly balance power 

within the printing department?  

   5.   How the illusion of  power can be just as effective as actual power was clearly 

 illustrated in the “obedience to authority” experiments conducted by Milgram. 

Can you think of other examples where people have responded to the illusion of 

power? Does this happen in organizations?  

   6.   Political games are played at all organizational levels by both managers and non-

managers. Identify the purposes for which these games are played.  

   7.   A number of  frequently used influence tactics were discussed in the text. How 

many have you witnessed being used in organizations of which you were a member? 

What other tactics have you seen used?  

   8.   The use of  power and politics often involves ethical issues. What are the criteria 

that may be used to determine the extent to which a manager’s behavior is ethical? 

Are there ever legitimate exceptions to these criteria?  

   9.   Which power would you prefer to develop for yourself:  expert power  or  legitimate 

power ? What are the advantages and disadvantages of  each of  these sources of 

power? Explain.  

  10.   When was the last time you engaged in impression management? Was it effective? 

Why or why not? How might you use impression management to get a promo-

tion? To receive a better grade in a course?     

 Review and 

Discussion 

Questions  
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Reality Check

Now how much do you know about power, politics, and empowerment?

 6.  refers to encouraging or assisting individuals and groups to make decisions that 

affect their work environments.

a. Groupthink

b. Empowerment

c. Job enlargement

d. Problem solving

 7. Consultation, ingratiating tactics, and personal appeals are all known as  tactics.

a. political influence

b. developmental

c. devil’s advocate

d. compliance

 8. True or false: Self-promotion and intimidation are two types of impression management tactics.

a. True

b. False

 9. True or false: Referent power is based on a subordinate’s identification with a superior.

a. True

b. False

10. A lower-level employee can build his or her  power by developing special skills 

and knowledge that are highly valued within the department or organization.

a. legitimate

b. reward

c. coercive

d. expert

REALITY CHECK ANSWERS

   Before     After     

   1. d  2. b  3. a  4. b  5. d     6. b  7. a  8. a  9. a  10. d   

   Number Correct     Number Correct   

       _________       _________       
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 Step 1  

 Complete the following questionnaire. For each of 

the following items, select the alternative with which 

you feel more comfortable. While for some items you 

may feel that both ( a ) and ( b ) describe you or nei-

ther is ever applicable, you should select the alterna-

tive that better describes you most of the time.  

   1.   When I have to give a talk or write a paper, I . . .  

      a.  Base the content of my talk 

or paper on my own ideas.  

      b.  Do a lot of research, and 

present the findings of others 

in my paper or talk.    

   2.   When I read something I disagree with, I . . .  

      a.  Assume my position is correct.  

      b.  Assume what’s presented in 

the written word is correct.    

   3.   When someone makes me extremely angry, I . . .  

      a.  Ask the other person to stop 

the behavior that is offensive 

to me.  

      b.  Say little, not quite knowing 

how to state my position.    

   4.   When I do a good job, it is important to me 

that . . .  

      a.  The job represents the best I 

can do.  

      b.  Others take notice of the job 

I’ve done.    

   5.   When I buy new clothes, I . . .  

      a.  Buy what looks best on me.  

      b.  Try to dress in accordance 

with the latest fashion.    

   6.   When something goes wrong, I . . .  

      a.  Try to solve the problem.  

      b.  Try to find out who’s at 

fault.    

   7.   As I anticipate my future, I . . .  

       a.  Am confident I will be able to 

lead the kind of life I want to 

lead.  

      b.  Worry about being able to 

live up to my obligations.    

   8.   When examining my own resources and capaci-

ties, I . . .  

      a.  Like what I find.  

      b.  Find all kinds of things I 

wish were different.    

   9.   When someone treats me unfairly, I . . .   

      a.  Put my energies into getting 

what I want.  

      b.  Tell others about the injustice.    

  10.   When someone criticizes my efforts, I . . .  

      a.  Ask questions to understand 

the basis for the criticism.  

      b.  Defend my actions or decisions, 

trying to make my critic under-

stand why I did what I did.    

  11.   When I engage in an activity, it is very impor-

tant to me that . . .  

      a.  I live up to my own expecta-

tions.  

      b.  I live up to the expectations 

of others.    

  12.   When I let someone else down or disappoint 

them, I . . .  

      a.  Resolve to do things differ-

ently next time.  

      b.  Feel guilty, and wish I had 

done things differently.    

  13.   I try to surround myself  with people . . .   

      a.  Whom I respect.  

      b.  Who respect me.    

  14.   I try to develop friendships with people who . . .  

      a.  Are challenging and exciting.  

      b.  Can make me feel a little 

safer and a little more secure.    

  15.   I make my best efforts when . . .  

      a.  I do something I want to do 

when I want to do it.  

      b.  Someone else gives me an as-

signment, a deadline, and a 

reward for performing.    

  16.   When I love a person, I . . .  

      a.  Encourage him or her to be 

free and choose for himself  

or herself.  

Exercise

   Exercise 12.1:  Empowerment Profile   
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      b.  Encourage him or her to do 

the same thing I do and to 

make choices similar to mine.    

  17.   When I play a competitive game, it is important 

to me that I . . .  

      a.  Do the best I can.  

      b.  Win.    

  18.   I really like being around people who . . .  

      a.  Can broaden my horizons 

and teach me something.  

      b.  Can and want to learn 

from me.    

  19.   My best days are those that . . .  

      a.  Present unexpected 

 opportunities.  

      b.  Go according to plan.    

  20.   When I get behind in my work, I . . .  

      a.  Do the best I can and don’t 

worry.  

      b.  Worry or push myself  harder 

than I should.        

 Step 2  

 Score your responses as follows:

   •   Total your ( a ) responses:     

  •   Total your ( b ) responses:          

 Step 3  

 Discussion. In small groups or with the entire class, 

answer the following questions:

   1.   What did you learn about yourself ?  

  2.   Would your closest friend agree with the scores or 

the scoring for ( a ) and ( b )?  

  3.   How could an organization use information gath-

ered from this type of empowerment profile?       

 Source:  “The Empowerment Profile,” from  The Power Handbook  by 

Pamela Cuming. Copyright © 1980 by CBI Publishing. Reprinted by 

permission of Van Nostrand Reinhold Co., Inc.   

 Mark each of the following statements either mostly 

true or mostly false. In some instances, “mostly true” 

refers to “mostly agree,” and “mostly false” refers to 

“mostly disagree.” We are looking for general ten-

dencies, so don’t be concerned if you are uncertain as 

to the more accurate response to a given statement.

 Exercise 

 Exercise 12.2:  How Political Are You?  

                 Mostly True     Mostly False   

     1. I would stay late in the office just to impress my boss.        

   2. Why teach your subordinates everything you know about your job? 

 One of them could then replace you.        

   3. I have no interest in using gossip to personal advantage.        

   4. Be extra careful about ever making a critical comment about your firm, 

 even if it is justified.        

   5. I would go out of my way to cultivate friendships with powerful people.        

   6. I would never raise questions about the capabilities of my competition. 

 Let his or her record speak for itself.        

   7. I am unwilling to take credit for someone else’s work.        

   8. If I discovered that a co-worker was looking for a job, I would inform my boss.        

   9. Even if I made only a minor contribution to an important project, I would get my 

 name listed as being associated with that project.        

  10. There is nothing wrong with tooting your own horn.        

  11. My office should be cluttered with personal mementos, such as pencil holders 

 and decorations, made by my friends and family.        

  12. One should take action only when one is sure that it is ethically correct.   ————   ————  
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   Mostly True   Mostly False

  13. Only a fool would publicly correct mistakes made by the boss.        

  14. I would purchase stock in my company even though it might not be a 

 good financial investment.        

  15. Even if I thought it would help my career, I would refuse a hatchet-man assignment.        

  16. It is better to be feared than loved by your subordinates.        

  17. If others in the office were poking fun at the boss, I would decline to join in.        

  18. To get ahead, it is necessary to keep self-interest above the 

 interests of the organization.        

  19. I would be careful not to hire a subordinate who might outshine me.        

  20. A wise strategy is to keep on good terms with everybody in your office even if you 

 don’t like everyone.        

    Source:  A.J. DuBrin,  Winning Office Politics  (Englewood Cliffs, NJ: Prentice Hall, 1990), pp. 19–27. Used by permission of the publisher, Prentice 

Hall/A Simon & Schuster Company, Englewood Cliffs, NJ.     

 Facebook, with an estimated 300 million users, and 

MySpace, with 115 million monthly visitors world-

wide, are the two largest and most popular social 

networking sites in the United States. Both compa-

nies state that they do not distribute users’ informa-

tion to third parties. However, advocacy groups 

concerned about online privacy rights and some 

 users are increasingly wary about how these and 

other networking sites might be using and whether 

they are adequately protecting personal informa-

tion. A common source of discomfort is whether us-

ers’ personal information will be used to generate 

targeted ads directed at them. A recent manifesta-

tion of  this wariness occurred February 4, 2009, 

 after Mark Zuckerberg, CEO of Facebook, quietly 

changed the terms of  use that govern how and for 

how long Facebook can use users’ information 

posted to the popular Web site. About two weeks 

later, the consumer-advocacy blog Consumerist.com 

highlighted that the change in user policy would 

 allow Facebook to continue to use information 

posted by users for marketing, promotional, or other 

purposes even after users had deleted the informa-

tion from their Facebook accounts. Consumerist.

com stated that the change in policy would allow 

Facebook to do anything it wanted with posted con-

tent, for as long as it wanted (even after a user closed 

his or her Facebook account). Following this real-

ization, many users and consumer privacy advocacy 

groups railed against the change in terms of  use at 

Facebook. Presumably as a result of  the public’s 

 reaction, Zuckerberg declared two weeks after the 

initial change that the company would return to its 

original terms of  use while the feedback was ana-

lyzed. Zuckerberg announced that the company 

would work on a major revision of  the terms and 

invited users to provide ideas on its Web site: “Face-

book Bill of Rights and Responsibilities.” 

   This wasn’t the first time that Facebook experi-

enced problems related to user privacy. In Novem-

ber 2007, Facebook lauched an advertising program, 

Beacon, that was developed to track the purchasing 

and other activities of  Facebook users on 44 Web 

sites and then send notifications of  these activities 

to the users’ friends on Facebook. For example, if  a 

user made an online purchase of  a book on one of 

the 44 Web sites, this would act as an indirect refer-

ral to his or her friends on Facebook, which might 

spur additional purchases of the book. The problem 

started when a senior research engineer from a Palo 

Alto–based antispyware company, CA Inc., discov-

ered that Beacon was also “tracking the activities of 

both members and nonmembers on Facebook and 

partner sites.” Moreover, the program was set up in 

such a way that a message would be sent to a user’s 

friends automatically unless the user figured out 

how to change his or her preferences on the Face-

book Web site. Within two months of rolling out the 

Beacon software, CEO Zuckerberg apologized for 

how the rollout was handled and took steps to 

 Case 

 Case 12.1: The Power and Politics of Privacy on Social Networking Sites 
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 increase users’ privacy related to their activities on 

the partner sites. 

   Zuckerberg is at the cutting edge of the intersec-

tion between technology and online privacy. In a re-

cent blog post, he complained that his Facebook 

users can be inconsistent; on one hand, they want 

continually expanded services (e.g., more relevant 

ads and information about their friends), but on the 

other hand, they expect that their privacy will be 

protected and their information will not be shared 

with outside advertisers and third parties. 

   The battle over online privacy does not stop 

with social networking Web sites in the United 

States. Social network users in the 27-nation European 

Union are protected by strict privacy laws. The reg-

ulations “require Web sites to warn users of  pri-

vacy risks and limit the sites’ ability to target 

advertising based on members’ race, religion or 

other sensitive categories.” In the United Kingdom, 

privacy activists have recently reacted to Google’s 

announcement that it would use “behavioral 

 targeting” to generate display advertising when 

search results appear on users’ screens. The British 

government is considering monitoring Facebook, 

MySpace, and Bebo for signs of  terrorist commu-

nications and activity. 

   In sum, the debate over online privacy is not go-

ing away anytime soon. Several politically influential 

and powerful stakeholders with different priorities 

have a stake in the outcome: Users want their per-

sonal information protected; social networking com-

panies want to use personal information to generate 

advertising revenue; advertising firms want to target 

their products/services to specific market segments; 

privacy advocacy groups want to limit the disclosure 

of  users’ personal information; technology compa-

nies want to facilitate greater information sharing; 

and governments want to monitor networking Web 

sites for signs of malevolent activities.  

     Questions  

  1.   What is your opinion regarding these online pri-

vacy issues? To what extent are you concerned 

about how your personal information on Face-

book, MySpace, and Google is used? Explain.  

  2.   Looking back at the section on “political influ-

ence tactics” in this chapter, which tactics did 

 Facebook’s CEO Mark Zuckerberg use after he 

changed the original terms of use on February 4, 

2009? Describe.  

  3.   Of the stakeholders listed in the last paragraph 

of  the case, which group do you think is most 

powerful in terms of shaping the future direction 

of online privacy issues? Explain.      

  Sources : Written by Robert Konopaske of Texas State University and 

adapted from Matthew Dalton, “EU Lays Out Web Privacy Rules,” 

 The Wall Street Journal , June 24, 2009, p. B8; Richard Waters, 

 “Facebook Politics,”  Financial Times,  April 28, 2009; Maija Palmer, 

“Online Privacy,”  Financial Times , March 27, 2009, p. 8; Frank Hayes, 

“About Face,”  Computerworld  43, no. 8 (February 23, 2009), p. 40; 

Jessica E. Vascellaro,  “Facebook Performs About-Face on Data,” 

 The Wall Street Journal , February 19, 2009, p. B6; Ellen McGirt, J.L. 

August, and Anne C. Lee,  “MySpace, the Sequel,”  Fast Company , 

September 2008, pp. 92–100; Randall Rothenberg, “Facebook’s Flop,” 

 The Wall Street Journal ,  December 14, 2007, p. A21; Heather Haven-

stein and Jaikumar Vijayan, “Facebook Fiasco May Lead to Closer 

Look at Online Privacy Issues,”  Computerworld , December 10, 2007, 

p. 11; and Kevin Allison, “Facebook in Apology over Controversial Ad 

Technology,”  Financial Times ,  December 6, 2007, p. 26; http://www.

facebook.com/press/info.php?factsheet.     





  13.     COMMUNICATION  

  14.     DECISION MAKING  

  15.     LEADERSHIP       

   P A R T  F O U R 

 Organizational Processes   

   The real leader has no need to lead—he is content to point the way.      

Henry   Miller ,    The Wisdom of the Heart (1941)         
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 Communication   
 Learning Objectives 

 After completing Chapter 13, you should be able to: 

  •   Explain  the elements in the communication 

process. 

  •   Compare  the four major directions of 

 communication. 

  •   Describe  the role played by interpersonal 

communication in organizations. 

  •   Discuss  multicultural communication. 

  •   Identify  significant barriers to effective 

communication. 

  •   Describe  ways in which communication in 

organizations can be improved.    

   C H A P T E R  T H I R T E E N 

 Communicating, like the process of  decision making discussed in the next chapter, 

pervades everything that all organizational members—particularly managers—do. 

The managerial functions of planning, organizing, leading, and controlling all involve 

communicative activity. In fact, communication is an absolutely essential element in 

all organizational processes.  

 The Importance of Communication  

 Communication is the glue that holds organizations together. Communication assists 

organizational members to accomplish both individual and organizational goals, im-

plement and respond to organizational change, coordinate organizational activities, 

and engage in virtually all organizationally relevant behaviors. Yet, as important as 

this process is, breakdowns in communication are pervasive. This idea was captured in 

a now famous line from the Oscar-winning movie  Cool Hand Luke : “What we have is 

a failure to communicate.” We have all failed at communication from time to time; 

whether fumbling for the right words when asking your supervisor for a raise or hav-

ing a negative exchange with a co-worker over something you wrote in a text message 

to him or her. Improving our ability to communicate effectively should be a top prior-

ity. Great communicators can achieve great things! 

   To the extent that organizational communications are less effective than they might 

be, organizations will be less effective than they might be. For example, in many com-

panies, new-employee orientation programs represent the first important opportunity to 

begin the process of effective communication with employees. At Marriott International, 

the worldwide hotel and resort chain, 40 percent of new employees who leave the or-

ganization do so during the first three months on the job. At least that had been true 

historically. Recently, the rate of  departures has been significantly reduced because 

Marriott has embarked on a concerted effort to improve the content and manner in 

which it communicates with new employees during orientation. In addition to for-

mally providing more information, each new employee is assigned a “buddy” who 
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Reality Check

How much do you know about communication?

1. Communication that flows across functions in an organization is known as  

 communication.

a. multipurpose

b. cross-functional

c. horizontal

d. Both a and b are correct.

2. True or false: Nonverbal messages can be influenced by the gender and race of the sender of 

these messages.

a. True

b. False

3.  refers to the amount of information that can be transmitted or communicated in 

an effective manner.

a. Information loading

b. Data allocation

c. Message enlargement

d. Information richness

4. True or false: In 2008, it was estimated that spam e-mail messages cost U.S. organizations over 

$17 billion in lost employee productivity and the use of computer resources and personnel to filter 

and remove it.

a. True

b. False

5. Each of the following is an outcome of the use of competitive intelligence except for 

.

a. loss of competitive advantage

b. lost market share

c. lost company reputation

d. increased research and development costs

serves as a vital communication link to which the newcomer has unrestricted access. 

Marriott helps ensure that its frontline service personnel communicate effectively with 

their guests by first ensuring that Marriott communicates effectively with its employ-

ees, starting from their very first day on the job.  

    It would be extremely difficult to find an aspect of  a manager’s job that does not 

involve communication. Serious problems arise when directives are misunderstood, 

when casual kidding in a work group leads to anger, or when informal remarks by a 

top-level manager are distorted. Each of these situations is a result of  a breakdown 

somewhere in the communication process. 

   Accordingly, the pertinent question is not whether managers engage in communica-

tion because communication is inherent to the functioning of an organization. Rather, 

the pertinent question is whether managers will communicate well or poorly. In other 

words, communication itself  is unavoidable in an organization’s functioning;  effective  

communication is avoidable.  Every manager must be a communicator.  In fact, every-

thing a manager does communicates something in some way to somebody or some 

group, but with what effect? While this may appear an overstatement at this point, it 

will become apparent as you proceed through the chapter. Despite the tremendous ad-

vances in communication and information technology, communication among people 

in organizations leaves much to be desired. 1  It is a process that occurs within people.    
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 The Communication Process  

 The general process of communication is presented in  Exhibit 13.1 . The process con-

tains five elements—the communicator, the message, the medium, the receiver, and 

feedback. It can be simply summarized as: Who . . . says what . . . in what way . . . to 

whom . . . with what effect? 2  To appreciate each element in the process, we must exam-

ine how communication works. 

  How Communication Works 

 Communication experts tell us that effective communication is the result of a common 

understanding between the communicator and the receiver. In fact, the word  communi-

cation  is derived from the Latin  communis,  meaning “common.” The communicator 

seeks to establish a “commonness” with a receiver. Hence, we can define    communication    

as the  transition of information and understanding through the use of common symbols 

from one person or group to another.  The common symbols may be verbal or nonverbal. 

You will see later that in the context of an organizational structure, information can 

flow up and down (vertical), across (horizontal), and down and across (diagonal). 

   The most widely used contemporary model of  the process of  communication has 

evolved mainly from the work of  Shannon, Weaver, and Schramm. 3  These research-

ers were concerned with describing the general process of  communication that could 

be useful in all situations. The model that evolved from their work is helpful for un-

derstanding communication. The basic elements include a communicator, an encoder, 

a message, a medium, a decoder, a receiver, feedback, and noise. The model is pre-

sented in  Exhibit 13.2 . Each element in the model can be examined in the context of 

an organization. 

        communication  
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The Communication 

Process

Who . . . says what . . . in what way . . . to whom . . .

. . . with what effect?

Receiver

Feedback

Communicator Message Medium

. . . . . . . . . . . . . . . .

. . . . = Noise

. . . .
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Communicator Encoding Message
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EXHIBIT 13.2
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   The communication process works extremely well at the world’s largest food pro-

ducer, Nestlé. The company, which has over 283,000 employees, sells much more than 

just chocolate, including coffee, ice cream, frozen foods, and pet care products. 4  The 

company has entered the e-revolution by using the Web for continuous communica-

tion. Nestlé provides store owners the option of  ordering its chocolates and other 

products via a Web site: NestleEZOrder.com. The system will eliminate most of  the 

100,000 phoned or faxed orders a year from mom-and-pop shops. 5  Nestlé buyers have 

purchased cocoa beans and other raw ingredients on a country-by-country basis with 

little information about how colleagues were buying the same products. Now they 

share price information via the Internet and pick suppliers offering the best deals. 

   Nestlé has traditionally processed its own cocoa butter and powder and manufac-

tured most of its own chocolate. The Web now lets Nestlé communicate regularly with 

suppliers, making outsourcing a viable option. 

   In the past, Nestlé guessed at how many Butterfinger bars it might be able to sell in 

a promotion. Today, electronic links with supermarkets and other partners provide 

real-time feedback and information. 

   The Nestlé approach involves each of the elements in the communication process. 

The difference with Nestlé today and Nestlé yesterday is that some of the firm’s ex-

changes of  messages and feedback are performed electronically. Nestlé believes that 

face-to-face and electronic communicators are needed to operate a profitable business 

around the world.   

 The Elements of Communication  

 Communicator 

 In an organizational framework, the communicator is an employee or manager with 

ideas, intentions, information, and a purpose for communicating.   

 Encoding 

 Given the communicator, an encoding process must take place that translates the com-

municator’s ideas into a systematic set of  symbols—into a language expressing the 

communicator’s purpose. For example, a manager often takes accounting informa-

tion, sales reports, and computer data and translates them into one message (i.e., an 

overall status report). The function of encoding, then, is to provide a form in which 

ideas and purposes can be expressed as a message.   

 Message 

 The result of the encoding process is the message. The purpose of the communicator 

is expressed in the form of the message—either  verbal  or  nonverbal.  Managers have 

numerous purposes for communicating, such as to have others understand their ideas, 

to understand the ideas of others, to gain acceptance of themselves or their ideas, or 

to produce action. The message, then, is what the individual hopes to communicate to 

the intended receiver, and the exact form it takes depends, to a great extent, on the 

medium used to carry the message. Decisions relating to the two are inseparable. 

 Not as obvious, however, are  unintended messages  that can be sent by silence or inac-

tion on a particular issue as well as decisions of which goals and objectives not to pursue 

and which method not to utilize. For example, a decision to utilize one type of perfor-

mance evaluation method rather than another may send a “message” to certain people. 

Messages may also be designed to appear on the surface to convey certain information, 

when other information is what is really being conveyed. Related to this are messages 
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designed to protect the sender, rather than to facilitate understanding by the receiver. The 

above Organizational Encounter provides examples of these latter types of messages.   

 Medium 

 The  medium  is the carrier of the message. Organizations provide information to mem-

bers in a variety of  ways, including face-to-face communications, e-mails, intranets, 

telephone, group meetings, memos, policy statements, reward systems, production 

schedules, and sales forecasts. The increased use of electronic media based upon com-

puter and telecommunication technologies has increased interest in the role of  the 

medium in various aspects of organizational communications. 6   

    Decoding-Receiver 

 For the communication process to be completed, the message must be decoded in terms 

of relevance to the receiver.  Decoding  is a technical term for the receiver’s thought pro-

cesses. Decoding, then, involves interpretation.  Receivers  interpret (decode) the message 

in light of their own previous experiences and frames of reference. Thus, a salesperson is 

likely to decode a memo from the company president differently than a production man-

ager will. A nursing supervisor is likely to decode a memo from the hospital administra-

tor differently than the chief of surgery will. The closer the decoded message is to the 

intent desired by the communicator, the more effective is the communication. This 

 underscores the importance of the communicator being “receiver-oriented.”   

 Feedback 

 Provision for feedback in the communication process is desirable.  One-way  communi-

cation processes are those that do not allow receiver-to-communicator feedback. This 

may increase the potential for distortion between the intended message and the 

O R G A N I Z A T I O N A L  E N C O U N T E R

CONFUSING THE PEOPLE AND CLOUDING THE ISSUE

Unfortunately, not all organizational communications are meant 

to clarify; sometimes they are designed to confuse. At other 

times, protecting the communicator may be the primary objec-

tive. Some words and phrases are so frequently used to convey a 

meaning other than the apparent one that their use has become 

institutionalized. Below are humorous examples of alternative 

interpretations to what otherwise appear as straightforward 

words or messages.

  It is in process—It’s so wrapped up in red tape that the 

 situation is hopeless.

  We will look into it—By the time the wheel makes a full turn, 

we assume you will have forgotten about it.

Under consideration—Never heard of it.

 Under active consideration—We’re looking in our files for it.

  We’re forming a committee/task force—We need more time 

to think of an answer.

Let’s get together on this—I’m assuming you’re as confused as I.

For appropriate action—Maybe you’ll know what to do with this.

Note and initial—Let’s spread the responsibility for this.

It is estimated—This is my guess.

  We are aware of it—We had hoped that the person who 

started it would have forgotten about it by now.

  We will advise you in due course—If we figure it out, we’ll 

let you know.

  Give us the benefit of your thinking—We’ll listen to you as 

long as it doesn’t interfere with what we have already 

 decided to do.

She’s in a conference—I don’t have any idea where she is.

  We are activating the file—We’re e-mailing it to as many 

people as we can think of.

  Let me bring you up to date—We didn’t like what you were 

going to do, so we already did something else.

A reliable source—The person you just met.

  An informed source—The person who told the person you 

just met.

  An unimpeachable source—The person who started the 

 rumor to begin with.
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 received message. A feedback loop provides a channel for receiver response that 

 enables the communicator to determine whether the message has been received and 

has produced the intended response.  Two-way  communication processes provide for 

this important receiver-to-communicator feedback. 7  

 For the manager, communication feedback may come in many ways. In face-to-face 

situations,  direct  feedback through verbal exchanges is possible, as are such subtle 

means of communication as facial expressions of discontent or misunderstanding. In 

addition,  indirect  means of feedback (such as declines in productivity, poor quality of 

production, increased absenteeism or turnover, and lack of coordination and/or con-

flict between units) may indicate communication breakdowns. Some companies take 

employee feedback very seriously. DHL Express has created a “power line” for its 

33,000 full-time employees and independent contractors to report complaints. 8  Also, 

Cabela’s, a 14,000-employee outdoor outfitter, has set up hotlines so that workers can 

report complaints anonymously without fear of  reprisal from their managers or 

 supervisors. A similar hotline has been established to elicit complaints from its ven-

dors. Such feedback from employees and vendors helps keep Cabela’s decision makers 

plugged into business in the field. 9    

 Noise 

 In the framework of human communication, noise can be thought of as those factors 

that distort the intended message. Noise may occur in each of the elements of commu-

nication. For example, a manager who is under a severe time constraint may send out a 

hastily written e-mail to his or her subordinates, only to discover that the wording in the 

e-mail angers several employees. They may think the manager’s e-mail is rude and pushy. 

In this case the subordinates have attached a different meaning to the message contained 

in the e-mail and have practically ignored the actual information sent by the manager. 

 The elements discussed in this section are essential for communication to occur. 

They should not, however, be viewed as separate. They are, rather, descriptive of the 

acts that have to be performed for any type of communication to occur. The commu-

nication may be vertical (superior–subordinate, subordinate–superior) or horizontal 

(peer–peer). Or it may involve one individual and a group. But the elements discussed 

here must be present.    

 Nonverbal Messages 

 The information sent by a communicator that is unrelated to the verbal information—

that is, nonverbal messages or    nonverbal communication   —is a relatively recent area of 

research among behavioral scientists. The major interest has been in the  physical cues  

that characterize the communicator’s presentation. These cues include such modes of 

transmitting nonverbal messages as head, face, and eye movements, posture, physical 

distance, gestures, tone of voice, handshakes, and clothing and dress choices. 10  Non-

verbal messages themselves are influenced by factors such as the gender and race of 

the communicator. 11  

  Unique Qualities of  Nonverbal Communication 

 Some nonverbal messages are spontaneous and unregulated expressions of emotion, 

while others are conscious and deliberately presented. 12  Through nonverbal behavior, 

particularly body movements, we say, “Help me, I’m lonely. Take me, I’m available. 

Leave me alone, I’m depressed.” We act out our state of  being with nonverbal body 

language. We lift one eyebrow for disbelief. We rub our noses for puzzlement. We clasp 

our arms to isolate ourselves or to protect ourselves. We shrug our shoulders for 

        nonverbal 

communication  
 Messages sent with 

body posture, facial 

 expressions, and head 

and eye movements.     
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 indifference, wink one eye for intimacy, tap our fingers for impatience, slap our fore-

head for forgetfulness. 13  

 Nonverbal messages may differ from other forms of  communication behavior in 

several ways. For example, nonverbal behavior can be difficult to suppress (e.g., an 

involuntary frown indicating displeasure). Such unconscious behavior can contradict 

the message the communicator is sending verbally. Another way in which nonverbal 

messages differ from other forms is that they are more apparent to the people who 

observe them than they are to the people who produce them. This can make it very 

difficult for the sender to know how successfully she or he produced the nonverbal 

message that was intended. Finally, many nonverbal messages are susceptible to mul-

tiple interpretations. Even something as common as a smile may have many different 

meanings. Smiles may indicate genuine happiness, contempt, deceit, fear, compliance, 

resignation—even, on occasion, anger.   

 Research Findings 

 Research indicates that facial expressions and eye contact and movements generally pro-

vide information about the  type  of emotion, while such physical cues as distance, posture, 

and gestures indicate the  intensity  of the emotion. These conclusions are important to 

managers. They indicate that communicators often send a great deal more information 

than is obtained in verbal messages. To increase the effectiveness of communication, a 

person must be aware of the nonverbal as well as the verbal content of the messages. 

 When verbal and nonverbal messages conflict, receivers tend to place more faith in 

nonverbal cues. When this type of  conflict occurs, a judgment on what message to 

decipher is going to be made (e.g., “the customer said that price wasn’t important, but 

she looked away from me when she said it; I think it’s very important to her”). Thus, 

our co-workers, supervisors, and customers are constantly examining our nonverbal 

and verbal cues. Some of the most common nonverbal cues people study include eye 

contact, facial expressions (the human face displays over 250,000), posture, and ges-

tures. Being aware of  these main cue initiators is important. For example, sustained 

eye contact in some cultures is considered impolite. While the thumbs-up for a success-

ful effort is a cue in the United States for a “job well done,” it is an obscene gesture in 

Spain and parts of Latin America. 

 Being aware of  nonverbal messages requires an awareness of  their existence and 

importance. A good way to examine your own nonverbal impression and presence is 

to videotape yourself  making a formal presentation. A review of the videotape will 

help determine the alignment of verbal and nonverbal messages.      

 Communicating within Organizations  

 The design of an organization should provide for communication in four distinct direc-

tions: downward, upward, horizontal, and diagonal. Since these directions of communi-

cation establish the framework within which communication in an organization occurs, 

let us briefly examine each one. This examination will enable you to better appreciate the 

barriers to effective organizational communication and the means to overcome them.  

 Downward Communication 

 This type of communication flows downward from individuals in higher levels of the 

hierarchy to those in lower levels. The most common forms of    downward communication    

are job descriptions, memos and e-mails from the CEO, policy statements, hiring and 
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operating procedures, manuals, and company publications. In many organizations, 

downward communication is often incomplete, inadequate, and inaccurate, as evidenced 

in the often-heard statement among organization members that “we have absolutely no 

idea what’s happening.” Such complaints indicate inadequate downward communica-

tion and the need of individuals for information relevant to their jobs. The absence of 

relevant company- and job-related information can create unnecessary stress among or-

ganization members. 14  Employees go through four stages when high-level decisions are 

developed and implemented: first, employees  speculate  about what’s going to happen 

(e.g., I think there’s going to be a layoff); second, when the official announcement is 

made, employees  digest  the news and why the decision is being made (e.g., sales are 

down 30 percent so a layoff was inevitable); third, they  deliberate  by discussing the an-

nouncement with their peers; and, fourth, employees make a  conclusion  about the deci-

sion. This last step will lead the employees to “embrace, accept, endure, reject, or 

passively resist” the decision. 15  Decision makers who communicate and respond to these 

stages will increase the likelihood that employees will accept and embrace the announced 

changes .

   Upward Communication 

 An effective organization needs    upward communication    as much as it needs downward 

communication. In such situations, the communicator is at a lower level in the organi-

zation than the receiver. Some of the most common upward communication flows are 

suggestion boxes, group meetings, and appeal or grievance procedures. In their ab-

sence, people somehow find ways to adopt nonexistent or inadequate upward com-

munication channels. This has been evidenced by the emergence of  “underground” 

employee publications in many large organizations. 

   Upward communication serves a number of  important functions. Organizational 

communication researcher Gary Kreps identifies several: 16   

  1.   It provides managers with feedback about current organizational issues and prob-

lems, and information about day-to-day operations that they need for making deci-

sions about directing the organization.  

  2.   It is management’s primary source of feedback for determining the effectiveness of 

its downward communication.  

  3.   It relieves employees’ tensions by allowing lower-level organization members to 

share relevant information with their superiors.  

  4.   It encourages employees’ participation and involvement, thereby enhancing organi-

zational cohesiveness.     

 Horizontal Communication 

 Often overlooked in the design of  most organizations is the provision for    horizontal 

communication   . When the chairperson of the accounting department communicates 

with the chairperson of the marketing department concerning the course offerings in 

a college of  business administration, the flow of  communication is horizontal. Al-

though vertical (upward and downward) communication flows are the primary con-

siderations in organizational design, effective organizations also need horizontal 

communication. Horizontal communication—for example, communication between 

production and sales in a business organization and among the different departments 

or colleges within a university—is necessary for the coordination and integration of 

diverse organizational functions. 
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   Since mechanisms for ensuring horizontal communication ordinarily do not exist 

in an organization’s design, its facilitation is left to individual managers. Peer-to-peer 

communication often is necessary for coordination and also can provide social need 

satisfaction.   

 Diagonal Communication 

 While it is probably the least-used channel of communication in organizations,    diagonal 

communication    is important in situations where members cannot communicate effec-

tively through other channels. For example, the comptroller of  a large organization 

may wish to conduct a distribution cost analysis. One part of  that task may involve 

having the sales force send a special report directly to the comptroller rather than go-

ing through the traditional channels in the marketing department. Thus, the flow of 

communication would be diagonal as opposed to vertical (upward) and horizontal. In 

this case, a diagonal channel would be the most efficient in terms of time and effort for 

the organization. 

   Communicating Externally 

 Organizations are involved in communicating externally to introduce products and 

services, to increase awareness of key brands, to project a positive image and reputa-

tion, to attract employees, and to gain attention. 17  The typical external communica-

tion program includes four distinct programs:

   •    Public relations  involves the communication of a positive image, exemplary corporate/

organization citizenship, and promotion of an identity as a contributor to society 

and the immediate community. If  a full-time public relations staff  is not used, some 

type of arrangement with a professional firm may be used.  

  •    Advertising  involves illustrating products or services in a positive manner and build-

ing brand loyalty. This form of communication is designed to attract customers, 

clients, or patients.  

  •    Promoting  the culture and opportunities available to prospective employees. This 

communication is designed to attract employee talent to sustain and grow the 

 organization.  

  •    Customer/client/patient surveys  are used to gather feedback about the experience of 

external constituents with the organization. This information is used to make mod-

ifications or changes in service, products, or relationships.    

   Each of these four communication programs is used to collect or disseminate infor-

mation. The internal and external communication programs provide ideas, informa-

tion, connections, and insight into what individuals and groups are saying, what is 

important, and what needs modification.     

 Information Richness  

 There are many different ways to communicate both within the organization, to supervi-

sors and co-workers, and outside the organization, to customers and vendors. Commu-

nication media differ in their    information richness   . The richness of communication refers 

to the amount of information that can be transmitted in an effective manner. 18  A 

 medium that enables high richness, such as a face-to-face interaction, is more likely to 

result in common understanding between individuals or a group when compared to a 
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low-in-richness medium, such as a generalized e-mail sent to all employees.  Exhibit 13.3  

provides examples of communication media typically used by employees and the level of 

richness contained within each medium. 

   Face-to-face communication is high in richness because verbal and nonverbal cues 

can be exchanged and observed. This form of communication is also in “real time” 

and consequently permits on-the-spot feedback. If  a person fails to understand a 

communication, a request for clarification can immediately be presented. 

   Information richness is low in the case of an e-mail to a general population (e.g., a 

department, the entire project team, a subsidiary company). The impersonal nature of 

this type of communication is obvious. A specific individual is not being addressed, so 

feedback is not likely to occur in this type of communication.    

 How Technology Affects Communication   

 Internet/Intranet/Extranet 

 The Internet has become a very popular resource for millions of  people throughout 

many parts of the world. Developed in the 1960s by the U.S. Department of Defense 

as a way to ensure that communications could survive a military attack, the    Internet    is 

an organization of  computer networks connecting everything from large supercom-

puters at government agencies to mainframes at businesses to PCs at individuals’ 

homes. 19  Whether downloading music for iTunes, updating your status on social net-

working Web sites such as MySpace.com or Facebook.com, or conducting research 

for a paper, Internet users in the United States number over 203 million. 20  Some esti-

mates suggest that worldwide Internet usage has grown from 361 million in 2000 to 

approximately 1.6 billion as of March 2009. 21  

   The term  Internet  is used to cover many services and information technologies. The 

World Wide Web is the service that currently has the most applicable communication 

protocols and technology for business on the Internet. Internet services include electronic 

mail (e-mail), newsgroups, and chat rooms. The Web brings graphics, interaction, and 

hyperlinking capabilities to the Internet and allows for multimedia content such as voice 

and video. A common mistake is to think that the Internet and the Web are the same. 
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EXHIBIT 13.3 Common Communication Media in 21st Century Organizations

Source: Adapted from Robert H. Lengel and Richard L. Daft, “The Selection of Communication Media as an Executive Skill,” Academy of Management Executive 2, 

no. 3 (1988), pp. 225–32.

Media Richness Example Benefit

Face-to-face Very high Ask supervisor for a raise. Ability to adjust message 

   according to real-time feedback.

Telephone conversation, High Meeting with virtual Efficient, less costly, and less 

video conference  group members. time-consuming than traveling to 

   central location.

Memos, letters, faxes,  Low Communicate a customer Efficient and cost-effective

personalized e-mail,   service policy to customer. way to communicate routine

voice mail   information.

General e-mail, Very low Annual report to Standardized information 

financial reports, flyers,   shareholders. for large audience.

bulletin boards, 

computer reports
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   An    intranet    is a private, protected electronic communication system within an orga-

nization. If  it is connected to the Internet, it has its privacy protected by what are 

called  firewalls.  A firewall is a network mode set up internally to prevent traffic to 

cross into the private domain. Intranets are used to communicate such things as 

 proprietary organizational information, company plans, confidential medical records, 

training programs, compensation data, and company records. 

   For example, American Airlines uses the employee portal “Jetnet” to automate 

 employee travel reservations (employees travel for free) and enrollment in benefits. The 

use of this intranet has saved the company approximately $3 million per year. 22  

   An    extranet    is designed to connect employees with individuals external to the orga-

nization, such as vendors, customers, and other strategic partners. At Campbell Soup 

Company, extranet portals are being developed to get retailers and consumers more 

involved in new product development. 23  At chocolate manufacturer Hershey, IT 

 employees recently completed an extranet that will allow customers and retailers to 

check the status of their orders online. 24  

   Electronic Mail, Messaging, and Social Networking 

 The use of  e-mail will continue to expand rapidly in the coming years. For example, 

some estimates indicate the number of e-mail users globally will increase from 1.2 bil-

lion in 2007 to 1.6 billion in 2011. 25  In the past, some e-mail users sent out unedited, 

poorly written messages on the fly. This type of sloppiness has been criticized and is 

discouraged in organizations. The privacy of e-mail is another serious issue. Supervi-

sors, colleagues, and others can access e-mail messages. Consequently, care must be 

exercised in properly using e-mails as a communication approach. 

   The permanency of  e-mail messages is another issue that astute users of  e-mail 

communications have learned to consider. Erased messages can remain on disk drives, 

servers, and social networking sites indefinitely. In the wake of the Enron case, e-mail 

storage and record keeping have become important issues for many companies. For 

example, federal regulators fined five Wall Street firms a total of $8.25 million for fail-

ing to adequately maintain e-mail files that adhere to record-keeping standards. 26  

   Websense Inc. is a maker of employee-monitoring software that identifies improper 

use of the Internet and personal (not work-related) e-mails. Nearly one-third of those 

companies polled by Websense had fired workers for improper use of  the Internet. 

Nearly three-quarters of  major U.S. companies are now recording and reviewing 

 employees’ communications, including e-mail, telephone calls, and Internet connec-

tions. For example, Chevron and Microsoft both settled sexual harassment lawsuits 

for $2.2 million apiece as a result of  internally circulated e-mails that could have 

 created hostile work environments. 27  

   E-mail is an effective way of communicating simple messages. Complex data and in-

formation should probably be sent in hard copy documents. Think simple. Secure your 

e-mails. Always use correct and professional language in preparing and sending e-mails. 

   In addition to e-mail, the growth of instant messaging (IM) has also been explosive 

within recent years. This has been fueled by free consumer services such as AOL In-

stant Messenger, Microsoft’s MSN Messenger, Google’s Talk, and Yahoo! Messenger. 

Now, more and more organizations are installing internal IM systems such as IBM’s 

Lotus SameTime software. 28  Corporate use of IM is expected to grow rapidly because 

IM offers real-time communication among geographically dispersed employees; is an 

inexpensive alternative to multiple telephone calls and travel; creates a document trail 

for future reference; offers integration with voice and video; and demands the immedi-

ate attention of its users. 29  
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   Driven by the increased need to conduct business from anywhere at any time, text 

messaging from cell phones is also gaining in popularity. 30  Given that most employees, 

customers, and vendors have cell phones in the United States, many companies are 

exploring ways to use text messaging to connect with potential customers, increase 

sales, and enhance customer satisfaction. 31  For example,  American Idol,  ESPN, and 

Disney encourage viewers to get involved with their televised programs by texting 

votes and messages to the show. CNN asks viewers to text in questions and opinions 

about current events. 

   Texting to reach customers has many advantages compared with the more tradi-

tional methods such as TV, radio, e-mail, newspapers, magazines, or direct mail, 

including: 32  

  •   Texting is less expensive than many other forms of advertising and marketing.  

  •   There’s less spam because cell phone companies block most of it.  

  •   Texting is the favorite form of communication among young consumers, making 

them an attractive target market.  

  •   People read 95 percent of  text messages because they are generally from known 

sources and friends.    

   Another way in which technology is transforming communication is with the 

 explosion in popularity of  social networking sites such as Facebook, MySpace, and 

LinkedIn. Serving a variety of human and business needs, social networking sites are 

rapidly becoming part of the communication fabric of organizations. Although conven-

tional wisdom suggests these sites are the exclusive domain of teenagers and twenty-

somethings, this new era of  social networking is reaching far and wide. The social 

networking and microblogging Web site Twitter has been creating a buzz in many 

circles. For example, the U.S. Department of  State, realizing that social networking 

sites such as Twitter were helping broadcast images of the protests against Iran’s elec-

tion results in 2009, asked the company to delay maintenance to keep the tweets flow-

ing. 33  This was significant given the Iranian government’s attempt to censor more 

traditional news outlets and reporters. A recent article in  BusinessWeek  featured the 

former CEO of General Electric, Jack Welch, and his spouse discussing how the pair 

“tweets” (i.e., sends short messages of 140 characters or less) on a daily basis and see 

Twitter as “a high-value way for companies to help brand themselves and microtarget 

consumer groups, as well as another tool for managers to interact with their people, 

and vice versa.” 34  

   Individuals, groups, and organizations use social networking sites and blogs for a 

variety of  purposes. Current or former employees use these Web sites to discuss a 

company’s policy or an unpopular supervisor. A group of  customers excited about 

a new product (e.g., the release of  the iPhone) could create such a buzz around the 

launch of  that product that its sales get a boost. Accenture has developed its own 

 social networking program called “Performance Multiplier” to enable employees to post 

updates, photos, and weekly goals related to their performance. The program aims for 

employees to receive and use informal feedback from managers and employees so that 

they can improve their performance. 35  

   Risks are associated with the often informal and boundaryless world of social net-

working sites. For example, Virgin Atlantic fired a cabin crew for complaining on the 

Internet about passengers and making jokes about faulty jet engines. 36  Employers are 

establishing guidelines to prevent public disclosures that could hurt an organization’s 

reputation or create a social networking scandal. 37  General Electric has set up an 

 internal “Tweet Squad” consisting of  young hipster employees who help older 
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 employees and managers refine their social networking skills. Also, IBM has estab-

lished the following guidelines to help its employees understand what they can and 

cannot say on blogs and social networking sites: 38  

  •   Employees are personally responsible for all content that is published online.  

  •   What is published might become public for a long time. Keep this in mind.  

  •   Employees should be transparent about their role at IBM in all posts.  

  •   Employees should get permission before reporting on internal/private conversations.  

  •   When necessary, employees should promptly correct mistakes and edit previous posts.    

   Social networking sites have given individuals a powerful communication tool; once 

information is posted, it can be accessed within seconds from any Internet-enabled cell 

phone or PC around the globe. E-mail and instant/text messaging are also powerful Internet-

based communication tools. Some observers are concerned that employees are becoming 

overly distracted by frequently stopping their work to check their voice mail, respond to 

e-mail/instant messages/tweets, check out the latest videos on YouTube, and/or update 

their Facebook or MySpace page. Basex, a New York City–based business research com-

pany, estimated, “These distractions consume as much as 28 percent of the average U.S. 

worker’s day . . . and sap productivity to the tune of $650 billion a year.” 39  Given the high 

stakes associated with these technology-based forms of communication, managers and 

employees will continue to explore and exploit them for the foreseeable future.   

 Smart Phones 

 This type of wireless device will continue to gain in popularity as businesspeople at-

tempt to stay connected at virtually all times. According to market research firm SNL 

Kagan, approximately 84 percent of  Americans had cell phones in 2007. 40  The suc-

cess of  the mobile phone is being challenged by the “smart phone,” such as Apple’s 

iPhone and Research in Motion’s BlackBerry, which enables businesspeople to access 

e-mail, text, download software applications (“apps”), and browse the Internet while 

they go from city to city, and allows them to store addresses, phone numbers, cus-

tomer prices, and other data critical to day-to-day functioning. 41  Such growth reflects 

the need for managers to stay organized and connected with colleagues, customers, 

and other important stakeholders from virtually anywhere, anytime. Research firm 

Gartner estimates that 139 million people used smart phones worldwide in 2008, but 

this number was expected to increase to 295 million by 2010. 42  Given such a growing 

market, companies such as Apple, Motorola, Samsung, Nokia, Verizon, Palm, and 

Microsoft are all competing to take as much market share as possible.   

 Voice Mail 

 The primary method by which employees communicate internally, leaving a recorded 

message accounts for approximately 90 percent of  telephone communication within 

organizations today. Voice mail, more popular than e-mail, serves many functions, but 

one of the most important is message storage. Incoming messages are delivered with-

out interrupting receivers and allow communicators to focus on the reason for their 

call. Voice mail minimizes inaccurate message-taking and differences in time zones. 

   Employees today are encouraged to develop the ability to leave concise, profes-

sional, and courteous voice-mail messages. Best practices include the following: 43  

  •   Organize your thoughts before picking up the telephone.  

  •   Identify a specific, brief  request that can be delivered via voice mail.  
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  •   State your name, the time and date, your company name, and the purpose of your 

call.  

  •   Be precise and keep the message simple.  

  •   Say what you would like the receiver to do.  

  •   Give a reason for the request.  

  •   Say “thank you.”    

•    Finish with, “Feel free to call me at the following number . . . .”   

 Videoconferencing, Teleconferencing, and e-Meetings/Collaboration 

  Videoconferencing  refers to technologies associated with viewing, and  teleconferencing  

refers to technologies primarily associated with speaking. Often the terms are used 

interchangeably. Both technologies enable individuals to conduct meetings without 

getting together face-to-face. 

   These technologies enable participants to interact at the same time even when they 

are dispersed around the globe. Videoconferencing, in particular, is being used by an 

increasing number of  companies as they attempt to increase productivity and lower 

travel costs. For example, W. R. Grace & Company, a $2 billion specialty chemical 

manufacturer, holds between 40 and 60 videoconferences per month. The firm’s 

$200,000 investment in videoconferencing equipment paid for itself  within two months 

in travel savings. 44  

   Another form of conferencing is Web conferencing (or “webinars”) in which the 

Internet is used to conduct real-time e-meetings or presentations of  geographically 

dispersed participants. Participants connect to the Web conference via a personal com-

puter or other Internet-enabled device. In addition to presentations, Web conferencing 

and online collaboration software allow voice, video, instant messaging, document 

sharing, and presentations among participants. 45  These capabilities help facilitate on-

line collaboration on projects and other work assignments. Online collaboration ser-

vices are offered by several companies including Citrix Sytems’ “GoToMeeting” and 

Microsoft’s “Office Live Meeting Service.” 46  

   Electronic meeting software (EMS), or meetingware, uses networked computers to 

automate meetings. A large screen at the front of  the room is the focal point. The 

screen serves as an electronic flip chart displaying comments, ideas, and responses of 

participants. Meetingware allows facilitators to poll meeting participants, analyze vot-

ing results, and create detailed reports. 

   Meetingware is helpful when large groups must reach decisions quickly. Instead of 

one by one, meeting participants can simultaneously provide a vote, an opinion, or an 

idea. At Hewlett-Packard, meetingware has accelerated new product development by 

30 percent. 47  Structured electronic meetings are 20 to 30 percent shorter than face-to-

face meetings. 

   Advancements in information technologies are continuing and are providing 

 organizational members with additional ways to communicate. Technologies, how-

ever, will not solve all communication problems. Overloading employees with new 

“toys,” additional information, and technologies to learn can result in less 

 efficiency. Also, the social interaction and personal touch can be lost by relying 

solely on electronic technologies for communication. Electronic communication 

omits many verbal and most nonverbal cues that people use to acquire feedback. 

Guarding against anonymity and depersonalization are concerns when using many 

of  the information technologies such as e-mail, videoconferencing, and electronic 

meetings.     
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 Interpersonal Communication  

 Within an organization, communication flows from individual to individual in a vari-

ety of ways, from face-to-face and group settings to instant messaging and videocon-

ferencing. Such flows are termed    interpersonal communication    and can vary from 

direct orders to casual expressions. Interpersonal behavior could not exist without in-

terpersonal communication. In addition to providing needed information, interper-

sonal communication also influences how people feel about the organization. For 

example, research indicates that satisfaction with communication relationships affects 

organizational commitment. 48  

   The problems that arise when managers attempt to communicate with other people 

can be traced to  perceptual differences  and  interpersonal style differences.  We know 

from Chapter 4 that each manager perceives the world in terms of  his or her back-

ground, experiences, personality, frame of reference, and attitude. The primary way in 

which managers relate to and learn from the environment (including the people in that 

environment) is through information received and transmitted. And the way in which 

managers receive and transmit information depends, in part, on how they relate to two 

very important  senders  of  information— themselves  and  others.  

   In research involving interpersonal communication, it has been found that only 7 per-

cent of the “attitudinal” meaning of a message comes from words spoken. Over 90 per-

cent of meaning results from nonverbal cues. 49  These silent signals exert a strong influence 

on the receiver. However, interpreting them is by no means scientifically based. For 

 example, does a downward glance during a brief encounter in an office mean modesty, 

embarrassment, a lack of respect, or fatigue?    

 Multicultural Communication  

    Multicultural communication    occurs when two or more individuals from different cul-

tures communicate with one another, whether it is through a face-to-face meeting, an 

instant messaging exchange, or a videoconference. Cultural anthropologists Edward 

T. and Mildred R. Hall theorize that culture is communication and that communica-

tion can be divided into several culturally determined parts: words, space, time, and 

behavior. 50  Within each of these categories, examples of the challenges of communi-

cating across cultures are common. 

  Words 

 An often-repeated and much-enjoyed joke in Latin America and Europe poses this 

question: “If  someone who speaks three languages is called  trilingual,  and someone 

who speaks two languages is called  bilingual,  what do you call someone who speaks 

only one language?” The answer is “an American.” Although certainly not univer-

sally true, this story makes a telling point. While the average European speaks several 

languages, the typical American is fluent only in English. One research report indi-

cates 23,000 American college students study Japanese; in the same year, 20 million 

Japanese were studying English. 51  The Global OB illustrates how important it is to 

understand language in a cross-cultural context. 

   In the global business environment of today, foreign language training and fluency 

are a business necessity. It is true that English is an important business language and 

that many nonnative speakers have learned to conduct business in English. However, 

the vast majority of  the world’s population neither speaks nor understands English. 

        interpersonal 

communication  
 Communication that 

flows from individual 

to individual in face-

to-face and group 

 settings.     

        multicultural 

communication  
 This occurs when two 

or more individuals 

from different cultures 

communicate with one 

another.     
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Nor is language per se the only barrier to effective cross-cultural communications; in 

fact, it may be one of the easiest barriers to overcome. In addition to verbal language 

issues, numerous other culturally related variables can hinder the communication pro-

cess, not the least of which are space and time.  

    Space 

 Every person has an invisible boundary of space that surrounds his or her person. In 

some cultures (e.g., Northern Europe), the boundaries are large; whereas in other cul-

tures (e.g., Middle Eastern countries), this space can be quite small. 52  The amount of 

personal space maintained by an individual can shift temporarily depending on his 

physical surroundings (e.g., a crowded elevator) or the degree of intimacy with the per-

son he is interacting with (e.g., spouse). Misunderstandings can occur when a business-

man from a culture where men touch and embrace one another as part of  normal 

everyday life initiates physical contact with his counterpart from a culture where touch-

ing between men is rare and occurs only with family members. The latter individual will 

feel uncomfortable and may misunderstand the intent of the physical contact.   

 Time 

 Individuals in Asia, the Middle East, and Latin America tend to view time as poly-

chronic. Managers from  polychronic  time cultures do many things at once, are subject 

to interruptions, are committed to human relationships, change plans often, and base 

promptness on the relationship. However, managers from  monochronic  cultures do one 

thing at a time, take time commitments seriously, adhere to plans, follow rules of pri-

vacy, show respect for private property, and emphasize promptness. 53  The most com-

mon example of  misunderstandings occurs with regard to appointment times. An 

American executive arrives at her Mexican counterpart’s office about 10 minutes before 

CROSS-CULTURAL COMMUNICATION PROBLEMS
Communicating exactly what you want to communicate, rather 

than more, less, or something altogether different, can be a chal-

lenge when the communication occurs within a single culture. 

Achieving the desired results cross-culturally can present spe-

cial problems.

Many of the difficulties encountered with cross-cultural 

communications stem from the fact that different languages are 

involved and direct translation is not always feasible. American 

automobile manufacturers have learned this lesson. When Ford 

Motor Company introduced its Fiera truck line in some develop-

ing countries, it discovered that Fiera is a Spanish slang word 

meaning “ugly woman.” Chevrolet discovered that in Italian 

Chevrolet Nova translates as “Chevrolet no go.” Similarly, GM’s 

“Body by Fisher” logo translates in at least one language into 

“Corpse by Fisher.” Such problems are not restricted to carmak-

ers. Coca-Cola, for example, has had its share of translation 

problems. In Chinese, Coca-Cola becomes “Bite the head of a 

dead tadpole.” In some parts of Asia the familiar Coke advertis-

ing slogan “Coke adds life” is translated as “Coke brings you 

back from the dead.”

Language translation is not the only source of problems. 

Head, hand, and arm gestures may mean different things in dif-

ferent cultures. In some countries, for example, moving one’s 

head from side to side means “yes,” while bobbing it up and 

down means “no”—just the reverse of U.S. meaning. Or take the 

familiar A-OK hand gesture. In the United States it means things 

are fine, or everything is working. In France it simply means 

“zero.” In Japan, on the other hand, it is a symbol representing 

money. There it may be used to indicate that something is too 

expensive. And in Brazil, the gesture is interpreted as obscene.

Many other aspects of the communication process can cause 

difficulties. Different cultural interpretations of the significance 

of eye contact and the physical distance maintained between 

two people talking with one another and differences in accepted 

forms of address are but a few examples. Effective cross-cultural 

communications require that we become less ethnocentric and 

more culturally sensitive.

G L O B A L  O B
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their scheduled meeting and discovers that the individual won’t be arriving for another 

hour or so. Infuriated by the lack of respect and casual attitude of the Mexican, she sits 

and fumes until the meeting takes place. 

   Despite innumerable differences, multicultural communication can be successful. 

Businesspeople from different cultures effectively and efficiently communicate with 

each other hundreds, perhaps thousands, of  times every business day. By and large, 

the senders and receivers of those successful communications exhibit some, or all, of 

the following attributes:

   1.    Preparation . They have made it a point to familiarize themselves with significant 

cultural differences that might affect the communication process. They do this 

through study, observation, and consultation with those who have direct or greater 

experience with the culture than do they.  

  2.    Outside thinking . They make a conscious, concerted effort to lay aside ethnocentric 

tendencies. This does not mean they must agree with values, customs, interpreta-

tions, or perspectives different from their own; awareness, not acceptance, is what is 

required to facilitate communications.  

  3.    Humility . Perhaps most importantly, despite their efforts at doing what is described 

in the above two points, they maintain a posture of “knowing they do not know.” 

This simply means that in the absence of  direct, usually extensive, ongoing expo-

sure to another culture, they may be unaware of  nuances in the communication 

process. Rather than assuming understanding is complete unless demonstrated oth-

erwise, they assume it is  in complete until shown otherwise.    

   In the two chapter sections that follow, you will be able to identify barriers to effec-

tive communications, which may be especially relevant in multicultural contexts, as 

well as find techniques for improving communications, which are particularly impor-

tant in the same contexts. 

   Four Seasons, the luxury hotel chain, understands multicultural communication 

very well. In recruiting and selecting overseas managers, the Four Seasons profile 

 includes strong listening skills, alertness to body language, and open minds. 54  Four 

Seasons believes that culture is learned and that open-mindedness allows managers to 

learn new attitudes to deal with the diversity of customers.     

 Barriers to Effective Communication  

 A good question at this point is: “Why does communication break down?” On the sur-

face, the answer is relatively easy. We have identified the elements of communication as 

the communicator, encoding, the message, the medium, decoding, the receiver, and 

feedback. If noise exists in these elements in any way, complete clarity of meaning and 

understanding will not occur. A manager has no greater responsibility than to develop 

effective communications. In this section, we discuss several barriers to effective com-

munication that can exist both in organizational and interpersonal communications.  

 Frame of Reference 

 Different individuals can interpret the same communication differently depending on 

their previous experiences. This results in variations in the encoding and decoding pro-

cess. Communication specialists agree that this is the most important factor that breaks 

down the “commonness” in communications. When the encoding and decoding pro-

cesses are not alike, communication tends to break down. Thus, while the communicator 
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actually is speaking the “same language” as the receiver, the message conflicts with the 

way the receiver “catalogs” the world. If a large area is shared in common, effective com-

munication is facilitated. If a large area is not shared in common—if there has been no 

common experience—then communication becomes impossible or, at best, highly dis-

torted. The important point is that communicators can encode and receivers can decode 

only in terms of their experiences. As a result, distortion often occurs because of differ-

ing frames of reference. 

   Frames of reference and one’s interpretation of events can vary based on one’s or-

ganizational experience and standing: manager versus employee; entry level versus 

senior employee; staff  versus line employee; accounting versus marketing department 

employee; headquarters versus affiliate employee; and so on. As a result, the needs, 

values, attitudes, and expectations of different individuals in the organization will dif-

fer, and this difference will often result in unintentional distortion of communication. 

This is not to say that one group is wrong or right. All it means is that, in any situa-

tion, individuals will choose the part of their own past experiences that relates to the 

current experience and is helpful in forming conclusions and judgments.   

 Selective Listening 

 A vital part of  the communication process involves listening. About 75 percent of 

communication is listening. Most people spend only between 30 and 40 percent of 

their time listening. 55  This means that there are a lot of  listening errors and deficien-

cies. Most speakers talk at a rate of about 150 words per minute. A good listener can 

process and understand oral communication at a rate of about 400 words per minute. 

   Listening takes place in four phases—perception, interpretation, evaluation, and 

action. Barriers can obstruct and block the listening process. The meaning attached to 

a manager’s request is colored by a person’s cultural, educational, and social frames of 

reference. Thus,  interpretation  of  the manager’s meaning may be different because of 

frame-of-reference differences. 

   The method of  evaluation  used is influenced by attitudes, preferences, and experi-

ence. The type of  action  taken involves memory and recall. Sometimes memory fail-

ures do not permit the best actions. 

   Selective listening is a form of selective perception in which we tend to block out 

new information, especially if  it conflicts with what we believe. When we receive a 

 directive from management, we notice only those things that reaffirm our beliefs. 

Those things that conflict with our preconceived notions we either do not note at all 

or we distort to confirm our preconceptions. 

   For example, a notice may be sent to all operating departments that costs must be 

reduced if  the organization is to earn a profit. The communication may not achieve its 

desired effect because it conflicts with the “reality” of  the receivers. Thus, operating 

employees may ignore or be amused by such information in light of the large salaries, 

travel allowances, and expense accounts of some executives. Whether they are justified 

is irrelevant; what is important is that such preconceptions result in breakdowns in 

communication. 

   A few worthwhile listening pointers are apparent in observing Oprah Winfrey, the 

celebrated talk show host. Oprah blocks out distractions and focuses on the talker 

(guest, audience member); she is always actively involved with great eye contact, lis-

tens empathically without interrupting, and paraphrases her guest’s comments and 

ideas. She is a master at making sure the speaker is understood. Managers could learn 

a lot about listening in general, selective listening, and empathic listening from Oprah. 

Her style and approach make guests feel important, welcomed, and understood.   
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 Value Judgments 

 In every communication situation,  value judgments  are made by the receiver. This basi-

cally involves assigning an overall worth to a message before receiving the entire commu-

nication. Value judgments may be based on the receiver’s evaluation of the communicator 

or previous experiences with the communicator, or on the message’s anticipated meaning. 

For example, a restaurant manager may not pay attention to the complaints of one of her 

waitstaff if this employee is known as a “whiner” and a constant complainer. In essence, 

the manager has categorized this employee’s communication style and will react to the 

complaints only if she hears the same complaints from other employees.   

 Source Credibility 

  Source credibility  refers to the trust, confidence, and faith that the receiver has in the 

words and actions of the communicator. The level of credibility the receiver assigns to 

the communicator in turn directly affects how the receiver views and reacts to the 

words, ideas, and actions of the communicator. 

   Thus, how subordinates view a communication from their manager is affected by 

their evaluation of  the manager. This, of  course, is heavily influenced by previous 

 experiences with the manager. Again we see that everything done by a manager com-

municates. A group of hospital medical staff  that views the hospital administrator as 

less than honest, as manipulative, and as not to be trusted is apt to assign nonexistent 

motives to any communication from the administrator. Union leaders who view man-

agement as exploiters and managers who view union leaders as political animals are 

likely to engage in little real communication.   

 Filtering 

  Filtering,  a common occurrence in upward communication in organizations, refers to 

the manipulation of information so that the receiver perceives it as positive. Subordi-

nates cover up unfavorable information in messages to their superiors. The reason for 

filtering should be clear; this is the direction (upward) that carries control information 

to management. Management makes merit evaluations, grants salary increases, and 

promotes individuals based on what it receives by way of  the upward channel. The 

temptation to filter is likely to be strong at every level in the organization. 

   At General Electric, under the strong leadership of ex-CEO Jack Welch, filtering was 

sometimes a problem. CEO Welch had a reputation for being tough, aggressive, quick to 

fire employees, impatient, and intimidating, which led to his being both highly admired and 

feared. 56  When employees (such as the GE senior executives under Jack Welch) are appre-

hensive about communicating information to a superior, filtering can and does occur.   

 In-Group Language 

 In-group language or technical jargon is not always easy to understand, especially for 

an outsider. For example, a judge in the federal antitrust trial against Microsoft Cor-

poration actually had to ask another computer company to define two words:  bun-

dling  and  integration.  U.S. District Judge Thomas Penfield Jackson questioned a 

witness from Apple Computer Inc. about the meaning of the two words. 57  Sometimes 

a company creates its own internal language as a way to differentiate its products, 

processes, or services from those of other companies. Starbucks, named to Fortune’s 

100 Best Companies to Work For in 2009, is a prime example of how a company can 

create its own lingo or jargon; with its now ubiquitous “short,” “tall,” “grande,” and 

“venti” sizes of coffee that replaced the more pedestrian “small,” “medium,” “large,” 
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and “extra large” sizes. 58  In addition, customers can order any of the following drinks: 

an Iced Quad Venti with Whip Skinny Caramel Macchiato, a Tall Green Tea Frappuc-

cino Blended Crème, or just a Tall Americano. 59  To help customers learn the language 

of ordering, Starbucks published a 22-page booklet titled “Make It Your Drink.” 60  

   In addition to individual businesses, occupational, professional, and social groups 

also develop words or phrases that have meaning only to members. Such special lan-

guage can serve many useful purposes. It can provide members with feelings of  be-

longing, cohesiveness, and, in many cases, self-esteem. It also can facilitate effective 

communication  within  the group. The use of  in-group language  can, however, result in 

severe communication breakdowns when outsiders or other groups are involved. This 

is especially the case when groups use such language in an organization, not for the 

purpose of transmitting information and understanding, but rather to communicate a 

mystique about the group or its function.   

 Status Differences 

 Organizations often express hierarchical rank through a variety of  symbols—titles, 

offices, carpets, and so on. Such  status differences  can be perceived as threats by per-

sons lower in the hierarchy, and this can prevent or distort communication. Rather 

than look incompetent, a nurse may prefer to remain quiet instead of expressing an 

opinion or asking a question of the nursing supervisor. 

   Many times superiors, in an effort to utilize their time efficiently, make this barrier 

more difficult to surmount. The governmental administrator or bank vice president 

may be accessible only by making an appointment or by passing the careful quizzing 

of an administrative assistant. This widens the communication gap between superior 

and subordinates.   

 Time Pressures 

 The pressure of time is an important barrier to communication. An obvious problem 

is that managers do not have the time to communicate frequently with every subordi-

nate. However, time pressures often can lead to far more serious problems than this. 

 Short-circuiting  is a failure of the formally prescribed communication system that of-

ten results from time pressures. What it means simply is that someone has been left out 

of the formal channel of communication who normally would be included. 

   For example, suppose a salesperson needs a rush order for a very important cus-

tomer and goes directly to the production manager with the request since the produc-

tion manager owes the salesperson a favor. Other members of the sales force get word 

of  this and become upset over this preferential treatment and report it to the sales 

manager. Obviously, the sales manager would know nothing of the deal, since he or 

she has been short-circuited. In some cases, however, going through formal channels is 

extremely costly or is impossible from a practical standpoint. Consider the impact on 

a hospital patient if  a nurse had to report a critical malfunction in life-support equip-

ment to the nursing team leader, who in turn had to report it to the hospital engineer, 

who would instruct a staff  engineer to make the repair.   

 Communication Overload 

 One of  the vital tasks performed by a manager in decision making, and one of  the 

necessary conditions for effective decisions, is acquiring  information.  61  Because of the 

advances in communication technology, the difficulty is not in generating information. 

In fact, the last decade often has been described as the “Information Era” or the “Age 
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of Information.” Managers often feel buried by the deluge of information and data to 

which they are exposed, and they cannot absorb or adequately respond to all of  the 

messages directed to them. They “screen out” the majority of  messages, which in ef-

fect means that these messages are never decoded. Thus, the area of  organizational 

communication is one in which more is not always better. 

   A frequently cited barrier to effective e-mail communication is    spam   , unsolicited 

commercial solicitations that enter a person’s e-mail in-box. Although estimates vary, 

approximately 2.3 billion spam messages are sent in the United States on a daily basis. 

According to the e-mail messaging research firm Ferris Research, approximately 40 tril-

lion spam messages were sent worldwide in 2008, costing businesses around the globe 

approximately $140 billion in time and resources to deal with these unwanted messages. 62  

One of the largest known spammers (Scott Richter, the “spam king”) is equipped to 

send out an astonishing 1 billion e-mails per hour. 63  How does this affect organiza-

tions? It’s estimated that about 20 percent of  all inbound corporate e-mail messages 

are unsolicited junk e-mail. Employees have to identify and delete these unwanted 

messages or rely on spam filtering software to take care of them. The spam problem is 

getting so large that spam cost U.S. organizations in 2008 an estimated $17 billion in 

lost employee productivity and the use of computer resources and personnel to filter 

and remove it. 64  

   Employees and organizations alike need to manage the amount of  spam that 

clogs their e-mail systems. There is some relief  due to the passage of  a federal anti-

spam law, “Controlling the Assault of  Non-Solicited Pornography and Marketing 

Act of  2003” (a.k.a., “CAN-SPAM” Act). But the law still allows a large number of 

unsolicited e-mails to get through. 65  Filters, anti-spam services, and software can be 

used to decrease spam. 66  Also, a recent court ruling that ordered Scott Richter, the 

“spam king,” to pay Microsoft $7 million to settle a lawsuit and to agree to stop 

sending unsolicited e-mails is a victory against current and would-be spammers. 67  

Until spam is prohibited, employees need to develop fast and effective ways to block 

and delete spam without accidentally missing e-mail from real customers and 

 co-workers. 

   The barriers to communication that have been discussed here, while common, are 

by no means the only ones. Examining each barrier indicates that they are either  within 

individuals  (e.g., frame of reference, value judgments) or  within organizations  (e.g., in-

group language, filtering). This point is important because attempts to improve com-

munication must focus on changing people and/or changing the organizational 

structure.     

 Improving Communication in Organizations  

 Managers striving to become better communicators have two separate tasks they must 

accomplish. First, they must improve their  messages —the information they wish to 

transmit. Second, they must seek to improve their own  understanding  of  what other 

people are trying to communicate to them. As organizations become increasingly 

 diverse, the opportunities for communication breakdowns will most likely increase. 

Before examining the general means that managers can use to improve communica-

tion, consult the Management Pointer on page 392, which presents very specific ways 

to improve communication in diverse organizations. The bottom line of this final section 

of the chapter is that managers must become better encoders and decoders. They must 

strive not only to be understood but also to understand. The techniques discussed 

here can contribute to accomplishing these two important tasks.  

        spam  
 A barrier to effective 

 e-mail communication, 

this is unsolicited com-

mercial solicitations 

that enter and clutter 

an employee’s e-mail 

in-box.     
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   Following Up 

 Following up involves assuming that you are misunderstood 

and, whenever possible, attempting to determine whether 

your intended meaning actually was received. As we have 

seen, meaning often is in the mind of  the receiver. An ac-

counting unit leader in a government office passes on to 

staff  members notices of  openings in other agencies. While 

longtime employees may understand this as a friendly ges-

ture, a new employee might interpret it as an evaluation of 

poor performance and a suggestion to leave.   

 Regulating Information Flow 

 The regulation of  communication can ensure an optimum 

flow of  information to managers, thereby eliminating the 

barrier of  “communication overload.” Communication is 

regulated in terms of both quality and quantity. The idea is 

based on the  exception principle  of  management, which 

states that only significant deviations from policies and pro-

cedures should be brought to the attention of superiors. In 

terms of formal communication, then, superiors should be 

communicated with only on matters of  exception and not 

for the sake of communication.   

 Utilizing Feedback 

 Earlier in the chapter, feedback was identified as an impor-

tant element in effective two-way communication. It pro-

vides a channel for receiver response that enables the 

communicator to determine whether the message has been received and has produced 

the intended response. 68  

   In face-to-face communication, direct feedback is possible. 69  In downward e-mail 

communication, however, inaccuracies often occur because of insufficient opportunity 

for feedback from receivers. An e-mail from the vice president of human resources ad-

dressing an important policy change in benefits may be sent to all employees, but this 

does not guarantee that communication has occurred. Due to an excessive amount of 

e-mails in employees’ in-boxes, the new message may not be read by every employee. 

Personal follow-up on the part of  departmental supervisors will help ensure that 

 everyone is aware of the new benefits policy.   

 Empathy 

 Empathy involves being receiver-oriented rather than communicator-oriented. The 

form of the communication should depend largely on what is known about the receiver. 

Empathy requires communicators to place themselves in the shoes of  the receiver to 

anticipate how the message is likely to be decoded. Empathy is the ability to put 

 oneself  in the other person’s role and to assume that individual’s viewpoints and 

emotions. Remember that the greater the gap between the experiences and back-

ground of  the communicator and the receiver, the greater is the effort that must be 

made to find a common ground of  understanding—where there are overlapping 

fields of  experience.   

IMPROVING COMMUNICATIONS IN DIVERSE 

ORGANIZATIONS

Take a proactive approach to improve communi-

cations in a diverse organization. The following 

ideas have been implemented successfully in 

such organizations as Avon, Apple Computer, 

Digital Equipment, and Prudential Insurance.

1. Encourage employees to organize cultural 

communication networks. These networks 

help new employees adjust, arrange cultural 

events, and provide feedback to 

management.

2. Consider establishing a managerial position, 

the responsibility of which includes 

developing and overseeing multicultural and 

affirmative action programs.

3. Institute a mentor program whereby new 

minority employees are introduced to the 

company culture.

4. Celebrate cultural events such as Black 

History Month and Hispanic Heritage Week.

5. Conduct diversity-management workshops 

that allow managers to explore the meaning 

of being a minority in a majority society.

Management Pointer



Chapter 13 Communication 393

 Repetition 

 Repetition is an accepted principle of learning. Introducing repetition or redundancy 

into communication (especially that of a technical nature) ensures that if  one part of 

the message is not understood, other parts will carry the same message. New employ-

ees often are provided with the same basic information in several different forms when 

first joining an organization. Likewise, students receive much redundant information 

when first entering a university. This is to ensure that registration procedures, course 

requirements, and other key issues are communicated.   

 Encouraging Mutual Trust 

 We know that time pressures often negate the possibility that managers will be 

able to follow up communication and encourage feedback or upward communica-

tion every time they communicate. Under such circumstances, an atmosphere of 

mutual confidence and trust between managers and their subordinates can facili-

tate communication. Managers who develop a climate of  trust will find that 

 following up on each communication is less critical and that no loss in under-

standing will result among subordinates from a failure to follow up on each com-

munication. This is because they have fostered high “source credibility” among 

subordinates.  

WHAT TO DO ABOUT THE GRAPEVINE!
There are those who believe that the grapevine—the gos-

sip chain—is the speediest, most efficient channel of com-

munication in an organization. Research also points out that 

it is accurate. At least 75 percent of the gossip that travels 

through the grapevine is said to be true. Thus, many believe 

that the grapevine is a very useful channel of communication 

and should, therefore, be utilized by managers. It can serve as 

an early warning system for employees, serving up bad news 

long before any formal announcements are made. It can pro-

mote closeness among employees, allowing them to let off 

steam and alleviate stress. It provides managers the oppor-

tunity to float trial balloons (e.g., concerning a plan they’re 

considering putting into action) and thus receive early indica-

tions of people’s reactions. Finally, it can serve as a medium 

for building and maintaining a firm’s culture. Via gossip, the 

company war stories and those stories that communicate the 

firm’s values can be told.

On the other hand, there are those who believe that the 

grapevine carries a very costly downside—a negative impact 

on productivity. The argument is that gossip takes time and 

saps employee morale. While 75 percent of the grapevine 

gossip may be true, it is the remaining 25 percent that carries 

false and destructive rumors that employees spend costly 

time worrying about. As a result, managers spend a dispro-

portionate amount of time dealing with situations caused by 

rumor and gossip, not reality. Managers may also be held 

personally liable for defamation as a result of workplace con-

versations that may disclose confidential information or start 

rumors. Finally, while managers have used the grapevine for 

years as an early warning system or break-it-to-them gently 

tool, it can no longer even serve in this capacity in many or-

ganizations because younger employees disbelieve all com-

pany communication, whether by official memo or gossip.

Because the grapevine is not likely to go away, it is impor-

tant for management not to ignore it. What things can man-

agement do to curb gossip?

Sources: Adapted from A. Van Iterson and S. Clegg,  “The Politics of 

Gossip and Denial in Interorganizational Relations,” Human Relations 61, 

no. 8 (2008), pp. 1117–37; Poul Houman Andersen, “Listening to the 

Global Grapevine: SME Export Managers’ Personal Contacts as a 

 Vehicle for Export Information Generation,” Journal of World Busi-

ness 41, no. 1 (February 2006), pp. 81–96; Lisa A. Burke and Jessica 

Morris Wise, “The Effective Care, Handling, and Pruning of the Office 

Grapevine,” Business Horizons 46, no. 3 (May/June 2003) pp. 71–76; 

and M. Kennedy, “Who Pruned the Grapevine?” Across the Board, 

March 1997, pp. 55–56.

Y O U  B E  T H E  J U D G E
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    Effective Timing 

 Individuals are exposed to thousands of messages daily. Many of these messages are 

never decoded and received because of the impossibility of taking them all in. While 

managers are attempting to communicate with a receiver, other messages are being 

received simultaneously. Thus, the message that managers send may not be “heard.” 

Messages are more likely to be understood when they are not competing with other 

messages. 70  On an everyday basis, effective communication can be facilitated by prop-

erly timing major announcements. The barriers discussed earlier often are the result of 

poor timing that results in distortions and value judgments.   

 Simplifying Language 

 Complex language has been identified as a major barrier to effective communication. 

Students often suffer when their teachers use technical jargon that transforms simple 

concepts into complex puzzles. Universities are not the only place where this occurs, 

however. Government agencies are also known for their often-incomprehensible com-

munications. We already have noted instances where professional people use in-group 

language in attempting to communicate with individuals outside their group. Manag-

ers must remember that effective communication involves transmitting  understanding  

as well as information. If  the receiver does not understand, then there has been no 

communication. Managers must encode messages in words, appeals, and symbols that 

are meaningful to the receiver.   

 Using the Grapevine 

 The grapevine is an important information communication channel that exists in all 

organizations. It basically serves as a bypassing mechanism, and in many cases it is 

faster than the formal system it bypasses. The grapevine has been aptly described in 

the following manner: “With the rapidity of a burning train, it filters out of the wood-

work, past the manager’s office, through the locker room, and along the corridors.” 

Because it is flexible and usually involves face-to-face communication, the grapevine 

transmits information rapidly. The resignation of an executive may be common knowl-

edge long before it is officially announced. 

   On the other hand, the grapevine is not a formal channel of  communication. Thus, 

there are those who believe that managers should avoid using the grapevine because to 

not do so borders on being unethical as well as potentially dangerous. This chapter’s 

You Be the Judge examines the very real issue of what to do about the grapevine.     

 Promoting Ethical Communications  

 It is incumbent upon organizational members to deal ethically with one another in 

their communication transactions. Kreps postulates three broad principles applicable 

to internal organizational communications. 71  The first is that organizational members 

should not intentionally deceive one another. This may not be as simple a principle to 

conform to as it may seem. While lying clearly violates it, is communicating less than 

you know to be true a breach of ethics? There is no hard and fast answer. The second 

principle is that organization members’ communication should not purposely harm 

any other organization member. This is known as nonmalfeasance, or refraining from 

doing harm. Finally, organization members should be treated justly. This too can be 

difficult, for justice is a relative principle that must be evaluated in a specific context.  
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 Competitive Intelligence 

 Gathering information, data, and ideas from competitors has become a big business. 

Is it ethical? Spying on someone or another business is distasteful to some, but the 

price of  surviving is necessary to others. Some managers propose that if  the law is 

not broken, gathering intelligence through reviewing memos, posing as a customer, 

surfing a competitor’s Web site, listening carefully to comments, attending trade 

shows, and talking to loose-lipped employees is all about business. Some companies 

go so far as to hire a “spy” to gain access to a competitor’s organization by blending 

in with authorized employees to get past security guards, posing as an IT repair tech-

nician or posing as an actual employee. 72  Regardless of  how one looks at it, the in-

creased use of  competitive intelligence over the past 15 years has proven costly to 

many U.S. companies. The FBI estimates that U.S. firms lose approximately $250 bil-

lion annually as a result of  competitive intelligence leakages. 73  One survey found that 

the four most significant outcomes of  competitive intelligence leakages are: (1) loss 

of  competitive advantage; (2) lost market share; (3) increased research and develop-

ment costs; and (4) higher insurance premiums. 74  

   Competitive intelligence—a system for gathering information (all forms of  com-

munication) that affects a firm, analyzing the data, and taking action—is becoming an 

accepted practice. Used properly and with concern for ethical behavior, competitive 

intelligence can speed a firm’s reaction to changes, help outmaneuver competitors, 

and protect a firm’s own secrets. There is no one method of gathering intelligence, but 

a number of tools are available. Web monitoring services (such as  www.knowx.com ), 

Internet links, and books provide communication that might be useful. 75  

   An example of an unethical practice of competitive intelligence was discovered by the 

Granite Island Group in Gloucester, Massachusetts. The firm sweeps offices for technical 

surveillance devices. The firm found a videoconferencing camera that turned itself on 

and recorded a client’s board meeting. A rival of the Granite Island client had set up a 

system to activate the camera remotely and look and listen in on the discussion. 76  

   Another example occurred when an employee was recruited to spy on her own 

company. A salesclerk in a retail outlet of a telecommunications organization was told 

that she was needed to be part of  a top secret “anti-fraud team.” She was sworn to 

secrecy and told that only the CEO, a vice president, and “Richard” (a con artist) 

knew of the team. After the employee sent several files to a secret e-mail account, she 

was given a bonus of  $15,000 and months later, another bonus of  $30,000. At that 

point, “Richard” let her in on the actual scheme and she felt she was in too deep to get 

out of the situation. 77  

   Competitive intelligence does not have to involve turning on cameras from a re-

mote area. Listening to a rival’s public statements, which is perfectly ethical, could 

reveal protected information. A West Coast provider of insurance in an interview gave 

information about a new wellness product. A Web-based monitoring service picked 

this information up. Competitors seized on the information and got to the market first 

with their own wellness protection policies. 

   In conclusion, it would be hard to find an aspect of a manager’s job that does not 

involve communication. If  everyone in the organization had common points of view, 

communicating would be easy. Unfortunately, this is not the case. Each member comes 

to the organization with a distinct personality, background, experience, and frame of 

reference. The structure of the organization itself  influences status relationships and 

the distance levels between individuals, which in turn influence the ability of individu-

als to communicate. 
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   In this chapter we have tried to convey the basic elements in the process of  com-

munication and what it takes to communicate effectively. These elements are necessary 

whether the communication is face-to-face or written and communicated vertically, 

horizontally, or diagonally within an organizational structure. 

   We have discussed several common communication barriers and several means to 

improve communication.  Exhibit 13.4  illustrates the means that can be used to facili-

tate more effective communication. Often there is not enough time to utilize many of 

the techniques for improving communication, and skills such as empathy and effective 

listening are not easy to develop. Exhibit 13.4 shows that communicating is a matter 

of transmitting and receiving. Managers must be effective at both. They must under-

stand as well as be understood. 

EXHIBIT 13.4

Improving 

Communications in 

Organizations 

(Narrowing the 

Communication Gap)

• Following up
• Principle of
 sufficiency
• Empathy
• Repetition

• Encouraging mutual
   trust
• Effective timing
• Simplifying language
• Utilizing feedback
• Effective listening
• Using the grapevine

Field of Experience Field of Experience

ReceiverCommunicator Encoding Message Decoding

WHAT TO DO ABOUT THE GRAPEVINE!

As a supervisor or manager, your essential first step in 

dealing with gossip is to make sure you are plugged into 

the grapevine. You have to know what the latest gossip is 

before you can effectively deal with it. Try not to be so task-

oriented that you miss hearing the rumors that have been 

making the rounds. For example, a subordinate might make 

a joke during a meeting or a hallway chat about a large cus-

tomer that is thinking about pulling its account and going 

with a competitor. This is an obvious attempt by the subor-

dinate to get more information about the rumor from you; 

in fact, she may be waiting to see if you confirm or deny it. 

When you start to hear similar comments or questions from 

other employees, it’s time to start dealing with the gossip.

Dealing with gossip can be done formally (e.g., official 

 e-mail or announcement during a meeting) or informally (e.g., 

hallway or lunch conversations with key employees). Either 

way, supervisors or managers who want to try to influence 

the impact of these informal messages need to be proactive 

and address employees’ concerns. By not doing anything, 

managers are contributing to the unproductive time and en-

ergy that many employees will spend on trying to gather and 

interpret information about the rumor. This is especially so if 

the rumors have job-related consequences such as a poten-

tial merger or layoff situation. In sum, it’s better to be a proac-

tive communicator rather than a manager who allows rumors 

and gossip to undermine employees’ time, energy, and ulti-

mately, productivity.

Y O U  B E  T H E  J U D G E  C O M M E N T
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  •   Communication is one of  the vital processes that breathes life into an organiza-

tional structure. The process contains five elements: the  communicator,  who initi-

ates the communication; the  message,  which is the result of  encoding and which 

expresses the purpose of  the communicator; the  medium,  which is the channel or 

carrier used for transmitting the message; the  receiver  for whom the message is in-

tended; and  feedback,  a mechanism that allows the communicator to determine 

whether the message has been received and understood.  

  •   Communication flow moves in one of four directions. Downward communications 

are the most common and include job instructions, procedures, and policies. An 

upward flow can be just as important and may involve the use of suggestion boxes, 

group meetings, or grievance procedures. Horizontal and diagonal communications 

serve an important coordinative function.  

  •   Information technologies such as e-mails, voice mails, videoconferencing, and elec-

tronic meetings are becoming common in organizations of all sizes. Caution must 

be taken in how, when, and where these technologies are used.  

  •   Interpersonal communication flows from individual to individual in face-to-face 

and group settings. In addition to providing needed information, interpersonal 

communication can also influence how people feel about the organization and its 

members.  Interpersonal style  is a term used to describe the way an individual pre-

fers to relate to others in interpersonal communication situations.  

  •   In the international business environment, needing to communicate with members 

of other cultures is becoming common. In addition to obvious language problems, 

different cultural customs, values, and perspectives can serve to complicate effective 

communications. A significant barrier is  ethnocentrism,  which is the tendency to 

consider the values of one’s own country superior to those of other countries.  

  •   There are numerous barriers to effective communication. Among the more signifi-

cant are frame of reference, selective listening, value judgments, source credibility, 

filtering, in-group language, status differences, time pressures, and communication 

overload.  

  •   Improving organizational communications is an ongoing process. Specific tech-

niques for doing this include following up, regulating information flow, utilizing 

feedback, empathy, repetition, encouraging mutual trust, effective timing, simpli-

fying language, effective listening, using the grapevine, and promoting ethical 

communications.     

       Summary of 
Key Points  
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Reality Check

Now how much do you know about communication?

 6. According to Shannon and Weaver’s and Schramm’s communication model, the communicator 

(or sender)  a message that is later interpreted by a receiver.

a. encodes

b. elaborates

c. modifies

d. None of the above (a–c) are correct.

 7. When a subordinate communicates with his or her supervisor, this is known as 

 communication.

a. elite

b. upward

c. vertical

d. developmental

 8. Which of the following communication media is highest in richness?

a. Voice-mail message

b. Videoconference

c. Business letter

d. Computer report

 9. True or false: Companies use texting to reach customers because it is less expensive than other 

forms of advertising and it’s a popular form of communication among young consumers.

a. True

b. False

10. A private, protected electronic communication system within an organization is known as 

an .

a. extranet

b. Internet

c. intranet

d. information-net

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. a  3. d  4. a  5. c     6. a  7. b  8. b  9. a  10. c   

   Number Correct     Number Correct   

       _________       _________       



Chapter 13 Communication 399

   1.   Can you think of  a communication transaction you have been part of  when an 

encoding or decoding error was made? Why did it happen, and what could have 

been done to avoid it?  

   2.   Why do you think that downward communication is much more prevalent in or-

ganizations than upward communication? How easy would it be to change this?  

   3.   Due to the increase in spam and other nonessential e-mail messages (e.g., jokes 

and chain letters) that employees receive, some claim that reading, processing, and 

responding to e-mail messages can drain employee productivity. What can be 

done to help employees better manage their e-mail communication?  

   4.   In your experience, which of the barriers to effective communication discussed in 

the chapter is responsible for the most communication problems? Which barrier is 

the hardest to correct?  

   5.   Discuss some of the advantages of using texting to reach customers as compared 

with the more traditional methods such as TV, radio, newspapers, magazines, or 

direct mail?  

   6.   Can you think of reasons some individuals might prefer one-way communications 

when they are the sender and two-way when they are the receiver? Explain.  

   7.   A study once revealed that 55 percent of our communication time is spent trans-

mitting and 45 percent is spent receiving. If  true, what are the implications of this 

finding?  

   8.   “Organizations should be less concerned with improving communication than 

with reducing the volume of information they disseminate to employees.” Do you 

agree or disagree with this statement? Explain.  

   9.   How does communication affect the interpersonal influence topics discussed in 

Chapters 9–11?  

  10.   Think of  a time when you were trying to communicate with someone from an-

other culture who did not speak your native language well. What steps did you 

take to understand this person? What was the most difficult or challenging aspect 

of the situation?    

   Review and 

Discussion 

Questions  

 To determine your preferred communication style, 

select the one alternative that most closely  describes 

what you would do in each of the 12 situations  below. 

Do not be concerned with trying to pick the correct 

answer; select the alternative that best  describes what 

you would actually do. Circle the letter  a, b, c,  or  d.  

   1.   Wendy, a knowledgeable person from another 

department, comes to you, the engineering 

 supervisor, and requests that you design a spe-

cial product to her specifications. You would:

    a.    Control the conversation and tell Wendy 

what you will do for her.  

   b.    Ask Wendy to describe the product. Once 

you understand it, you would present your 

ideas. Let her realize that you are concerned 

and want to help with your ideas.  

   c.    Respond to Wendy’s request by conveying 

understanding and support. Help clarify 

what is to be done by you. Offer ideas, but do 

it her way.  

  Exercise 

 Exercise 13.1:  Your Communication Style  
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   d.    Find out what you need to know. Let Wendy 

know you will do it her way.     

   2.   Your department has designed a product that is 

to be fabricated by Saul’s department. Saul has 

been with the company longer than you have; he 

knows his department. Saul comes to you to 

change the product design. You decide to:  

   a.    Listen to the change and why it would be 

beneficial. If  you believe Saul’s way is better, 

change it; if  not, explain why the original 

idea is superior. If  necessary, insist that it be 

done your way.  

   b.    Tell Saul to fabricate it any way he wants to.  

   c.    You are busy; tell Saul to do it your way. You 

don’t have the time to listen and agree with 

him.  

   d.    Be supportive; make changes together as a 

team.    

   3.   Upper management has a decision to make. 

They call you to a meeting and tell you they 

need some information to solve a problem they 

describe to you. You:  

   a.    Respond in a manner that conveys personal 

support and offer alternative ways to solve 

the problem.  

   b.    Respond to their questions.  

   c.    Explain how to solve the problem.  

   d.    Show your concern by explaining how to 

solve the problem and why it is an effective 

solution.    

   4.   You have a routine work order. The work order 

is to be placed verbally and completed in three 

days. Sue, the receiver, is very experienced and 

willing to be of service to you. You decide to:  

   a.    Explain your needs, but let Sue make the 

other decisions.  

   b.    Tell Sue what you want and why you need it.  

   c.    Decide together what to order.  

   d.    Simply give Sue the order.    

   5.   Work orders from the staff  department nor-

mally take three days; however, you have an 

emergency and need the job today. Your col-

league Jim, the department supervisor, is 

knowledgeable and somewhat cooperative. You 

decide to:  

   a.    Tell Jim that you need it by 3 p.m. and return 

at that time to pick it up.  

   b.    Explain the situation and how the organiza-

tion will benefit by expediting the order. Vol-

unteer to help any way you can.  

   c.    Explain the situation and ask Jim when the 

order will be ready.  

   d.    Explain the situation and together come to a 

solution to your problem.    

   6.   Danielle, a peer with a record of  high perfor-

mance, has recently had a drop in productivity. 

Her problem is affecting her performance. You 

know Danielle has a family problem. You:  

   a.    Discuss the problem; help Danielle realize 

the problem is affecting her work and yours. 

Supportively discuss ways to improve the 

situation.  

   b.    Tell the boss about it and let him decide what 

to do about it.  

   c.    Tell Danielle to get back on the job.  

   d.    Discuss the problem and tell Danielle how to 

solve the work situation; be supportive.    

   7.   You are a knowledgeable supervisor. You buy 

supplies from Peter regularly. He is an excellent 

salesperson and very knowledgeable about your 

situation. You are placing your weekly order. 

You decide to:  

   a.    Explain what you want and why; develop a 

supportive relationship.  

   b.    Explain what you want and ask Peter to rec-

ommend products.  

   c.    Give Peter the order.  

   d.    Explain your situation and allow Peter to 

make the order.    

   8.   Jean, a knowledgeable person from another 

department, has asked you to perform a rou-

tine staff  function to her specifications. You 

decide to:  

   a.    Perform the task to her specification without 

questioning her.  

   b.    Tell her that you will do it the usual way.  

   c.    Explain what you will do and why.  

   d.    Show your willingness to help; offer alterna-

tive ways to do it.    

   9.   Tom, a salesperson, has requested an order for 

your department’s services with a short delivery 

date. As usual, Tom claims it is a take-it-or-

leave-it offer. He wants your decision now, or 

within a few minutes, because he is in the cus-

tomer’s office. Your action is to:  

   a.    Convince Tom to work together to come up 

with a later date.  

   b.    Give Tom a yes or no answer.  

   c.    Explain your situation and let Tom decide if  

you should take the order.    
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  10.   As a time-and-motion expert, you have been 

called in regards to a complaint about the stan-

dard time it takes to perform a job. As you ana-

lyze the entire job, you realize one element 

should take longer, but other elements should 

take less time. The end result is a shorter total 

standard time for the job. You decide to:  

   a.    Tell the operator and foreman that the total 

time must be decreased and why.  

   b.    Agree with the operator and increase the 

standard time.  

   c.    Explain your findings. Deal with the opera-

tor and/or foreman’s concerns, but ensure 

compliance with your new standard.  

   d.    Together with the operator, develop a stan-

dard time.    

  11.   You approve budget allocations for projects. 

Marie, who is very competent in developing 

budgets, has come to you. You:  

   a.    Review the budget, make revisions, and ex-

plain them in a supportive way. Deal with 

concerns, but insist on your changes.  

   b.    Review the proposal and suggest areas where 

changes may be needed. Make changes to-

gether, if  needed.  

   c.    Review the proposed budget, make revisions, 

and explain them.  

   d.    Answer any questions or concerns Marie has 

and approve the budget as is.    

  12.   You are a sales manager. A customer has offered 

you a contract for your product with a short de-

livery date. The offer is open for days. The con-

tract would be profitable for you and the 

organization. The cooperation of  the produc-

tion department is essential to meet the deadline. 

Tim, the production manager, and you do not 

get along very well because of  your repeated 

 requests for quick delivery. Your action is to:  

   a.    Contact Tim and try to work together to 

complete the contract.  

   b.    Accept the contract and convince Tim in a 

supportive way to meet the obligation.  

   c.    Contact Tim and explain the situation. Ask 

him if  you and he should accept the contract, 

but let him decide.  

   d.    Accept the contract. Contact Tim and tell 

him to meet the obligation. If  he resists, tell 

him you will go to the boss.      

   To determine your preferred communication style, 

in the chart below, circle the letter you selected as 

the alternative you chose in situations 1–12. The 

 column headings indicate the style you selected.

     Laissez

  Autocratic Consultative Participative Faire

 1. a b c d

 2. c a d b

 3. c d a b

 4. d b c a

 5. a b d c

 6. c b a b

 7. c a b d

 8. b c d a

 9. b d a c

 10. a c d b

 11. c a b d

 12. d b a c

 Total

Source: Robert N. Lussier, Human Relations in Organizations: A Skill-

Building Approach (Homewood, IL: Irwin, 1993), pp. 153–56.

  John Baker, chief engineer of the Caribbean Bauxite 

Company Limited of Barracania in the West Indies, 

was making his final preparations to leave the is-

land. His promotion to production manager of Keso 

Mining Corporation near Winnipeg—one of Conti-

nental Ore’s fast-expanding Canadian enterprises—

had been announced a month before, and now 

everything had been tidied up except the last vital 

interview with his successor, the able young Barracanian 

Matthew Rennalls. It was vital that this interview be 

a success and that Rennalls leave Baker’s office 

 uplifted and encouraged to face the challenge of his 

new job. A touch on the bell would have brought 

Rennalls walking into the room, but Baker delayed 

the moment and gazed thoughtfully through the 

window, considering just exactly what he was going 

to say and, more particularly, how he was going to 

say it. 

Case

    Case 13.1:  The Road to Hell   
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   Baker, an English expatriate, was 45 years old 

and had served his 23 years with Continental Ore in 

many different places: the Far East; several coun-

tries of  Africa; Europe; and, for the last two years, 

the West Indies. He had not cared much for his pre-

vious assignment in Hamburg and was delighted 

when the West Indian appointment came through. 

Climate was not the only attraction. Baker had al-

ways preferred working overseas in what were called 

the developing countries because he felt he had an 

innate knack—more than most other expatriates 

working for Continental Ore—of knowing just how 

to get on with regional staff. Twenty-four hours in 

Barracania, however, soon made him realize that he 

would need all of  his innate knack if  he were to deal 

effectively with the problems in this field that 

awaited him. 

   At his first interview with Glenda Hutchins, the 

production manager, the whole problem of Rennalls 

and his future was discussed. There and then it was 

made quite clear to Baker that one of  his most im-

portant tasks would be the grooming of Rennalls as 

his successor. Hutchins had pointed out that not 

only was Rennalls one of the brightest Barracanian 

prospects on the staff  of  Caribbean Bauxite—at 

London University he had taken first-class honors 

in the B.Sc. engineering degree—but, being the son 

of  the minister of  finance and economic planning, 

he also had political pull. 

   Caribbean Bauxite had been particularly pleased 

when Rennalls decided to work for it rather than for 

the government in which his father had such a prom-

inent post. The company ascribed his action to the 

effects of  its vigorous and liberal regionalization 

program that, since World War II, had produced 

18 Barracanians at the middle-management level and 

given Caribbean Bauxite a good lead in this respect 

over all other international concerns operating in 

Barracania. The success of  this timely regionaliza-

tion policy had led to excellent relations with the 

government—a relationship that gained added im-

portance when Barracania, three years later, became 

independent, an occasion that encouraged a critical 

and challenging attitude toward the role foreign in-

terest would have to play in the new Barracania. 

Hutchins, therefore, had little difficulty convincing 

Baker that the successful career development of 

Rennalls was of the first importance. 

   The interview with Hutchins was now two years 

in the past, and Baker, leaning back in his office 

chair, reviewed just how successful he had been in 

the grooming of Rennalls. What aspects of  the lat-

ter’s character had helped, and what had hindered? 

What about his own personality? How had that 

helped or hindered? The first item to go on the credit 

side, without question, would be the ability of Rennalls 

to master the technical aspects of his job. From the 

start he had shown keenness and enthusiasm, and he 

had often impressed Baker with his ability in tackling 

new assignments and the constructive comments he 

invariably made in departmental discussions. He 

was popular with all ranks of Barracanian staff  and 

had an ease of manner that stood him in good stead 

when dealing with his expatriate seniors. 

   These were all assets, but what about the debit 

side? First and foremost was his racial conscious-

ness. His four years at London University had ac-

centuated this feeling and made him sensitive to any 

sign of  condescension on the part of  expatriates. 

Perhaps to give expression to this sentiment, as soon 

as he returned home from London, he threw himself  

into politics on behalf  of  the United Action Party, 

which later won the preindependence elections and 

provided the country with its first prime minister. 

   The ambitions of Rennalls—and he certainly was 

ambitious—did not, however, lie in politics. Staunch 

nationalist he was, but he saw that he could serve 

himself  and his country best—for was not bauxite 

responsible for nearly half  the value of Barracania’s 

export trade?—by putting his engineering talent to 

the best use possible. On this account, Hutchins 

found that he had an unexpectedly easy task in per-

suading Rennalls to give up his political work before 

entering the production department as an assistant 

engineer. 

   It was, Baker knew, Rennalls’ well-repressed sense 

of racial consciousness that had prevented their re-

lationship from being as close as it should have been. 

On the surface, nothing could have seemed more 

agreeable. Formality between the two was minimal. 

Baker was delighted to find that his assistant shared 

his own peculiar “shaggy dog” sense of  humor, so 

jokes were continually being exchanged. They enter-

tained one another at their houses and often played 

tennis together—and yet the barrier remained invis-

ible, indefinable, but ever present. The existence of 

this screen between them was a constant source of 

frustration to Baker, since it indicated a weakness he 

was loathe to accept. If  successful with people of all 

other nationalities, why not with Rennalls? 
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   At least he had managed to break through to 

Rennalls more successfully than had any other expatri-

ate. In fact, it was the young Barracanian’s attitude—

sometimes overbearing, sometimes cynical—toward 

other company expatriates that had been one of the 

subjects Baker raised last year when he discussed 

Rennalls’ staff report with him. Baker knew, too, that 

he would have to raise the same subject again in the 

forthcoming interview, because Martha Jackson, the 

senior drafter, had complained only yesterday about 

the rudeness of Rennalls. With this thought in mind, 

Baker leaned forward and spoke into the intercom: 

“Would you come in, Matt, please? I’d like a word 

with you.” Rennalls came in, and Baker held out a 

box and said, “Do sit down. Have a cigarette.” 

   He paused while he held out his lighter, and then 

went on. “As you know, Matt, I’ll be off  to Canada 

in a few days’ time, and before I go, I thought it 

would be useful if  we could have a final chat to-

gether. It is indeed with some deference that I sug-

gest I can be of  help. You will shortly be sitting in 

this chair and doing the job I am now doing, but I, 

on the other hand, am 10 years older, so perhaps 

you can accept the idea that I may be able to give 

you the benefit of my long experience.” 

   Baker saw Rennalls stiffen slightly in his chair as 

he made this point, so he added in explanation, 

“You and I have attended enough company courses 

to remember those repeated requests by the person-

nel manager to tell people how they are getting on 

as often as the convenient moment arises, and not 

just the automatic once a year when, by regulation, 

staff  reports have to be discussed.” 

   Rennalls nodded his agreement, so Baker went 

on, “I shall always remember the last job perfor-

mance discussion I had with my previous boss back 

in Germany. She used what she called the ‘plus and 

minus technique.’ She firmly believed that when 

 seniors seek to improve the work performance of 

their staff by discussion, their prime objective should 

be to make sure the latter leave the interview encour-

aged and inspired to improve. Any criticism, there-

fore, must be constructive and helpful. She said that 

one very good way to encourage a person—and I 

fully agree with her—is to discuss good points, the 

plus factors, as well as weak ones, the minus factors. 

So I thought, Matt, it would be a good idea to run 

our discussion along these lines.” 

   Rennalls offered no comment, so Baker contin-

ued. “Let me say, therefore, right away, that as far as 

your own work performance is concerned, the pluses 

far outweigh the minuses. I have, for instance, been 

most impressed with the way you have adapted your 

considerable theoretical knowledge to master the 

practical techniques of  your job—that ingenious 

method you used to get air down to the fifth shaft 

level is a sufficient case in point. At departmental 

meetings I have invariably found your comments 

well taken and helpful. In fact, you will be interested 

to know that only last week I reported to Ms. 

Hutchins that, from the technical point of view, she 

could not wish for a more able person to succeed to 

the position of chief  engineer.” 

   “That’s very good indeed of you, John,” cut in 

Rennalls with a smile of thanks. “My only worry now 

is how to live up to such a high recommendation.” 

   “Of that I am quite sure,” returned Baker, “espe-

cially if  you can overcome the minus factor which I 

would like now to discuss with you. It is one that I 

have talked about before, so I’ll come straight to the 

point. I have noticed that you are more friendly and 

get on better with your fellow Barracanians than 

you do with Europeans. In point of  fact, I had a 

complaint only yesterday from Ms. Jackson, who 

said you had been rude to her—and not for the first 

time, either. 

   “There is, Matt, I am sure, no need for me to tell 

you how necessary it will be for you to get on well with 

expatriates, because until the company has trained 

up sufficient men of  your caliber, Europeans are 

bound to occupy senior positions here in Barracania. 

All this is vital to your future interests, so can I help 

you in any way?” 

   While Baker was speaking on this theme, Rennalls 

sat tensed in his chair, and it was some seconds 

 before he replied. “It is quite extraordinary, isn’t it, 

how one can convey an impression to others so at 

variance with what one intends? I can only assure 

you once again that my disputes with Jackson—and 

you may remember also Godson—have had nothing 

at all to do with the color of  their skins. I promise 

you that if  a Barracanian had behaved in an equally 

peremptory manner, I would have reacted the same 

way. And again, if  I may say it within these four 

walls, I am sure I am not the only one who has found 

Jackson and Godson difficult. I could mention the 

names of several expatriates who have felt the same. 

However, I am really sorry to have created this impres-

sion of not being able to get on with Europeans—it is 

an entirely false one—and I quite realize that I must 
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do all I can to correct it as quickly as possible. On 

your last point, regarding Europeans holding senior 

positions in the company for some time to come, I 

quite accept the situation. I know that Caribbean 

Bauxite—as it has been for many years now—will 

promote Barracanians as soon as their experience 

warrants it. And, finally, I would like to assure you, 

John—and my father thinks the same, too—that I 

am very happy in my work here and hope to stay 

with the company for many years to come.” 

   Rennalls had spoken earnestly, and Baker, 

 although not convinced by what he had heard, did 

not think he could pursue the matter further except 

to say, “All right, Matt, my impression may be wrong, 

but I would like to remind you about the truth of 

that old saying, ‘What is important is not what is true, 

but what is believed.’ Let it rest at that.” 

   But suddenly Baker knew that he did not want to 

“let it rest at that.” He was disappointed once again 

at not being able to break through to Rennalls and 

at having again had to listen to his bland denial that 

there was any racial prejudice in his makeup. 

   Baker, who had intended to end the interview at 

this point, decided to try another tack. “To return 

for a moment to the plus and minus technique I was 

telling you just now, there is another plus factor I 

forgot to mention. I would like to congratulate you 

not only on the caliber of your work, but also on the 

ability you have shown in overcoming a challenge 

that I, as a European, have never had to meet. 

   “Continental Ore is, as you know, a typical com-

mercial enterprise—admittedly a big one—that is a 

product of the economic and social environment of 

the United States and Western Europe. My ances-

tors have all been brought up in this environment of 

the past 200 or 300 years, and I have, therefore, been 

able to live in a world in which commerce (as we 

know it today) has been part and parcel of  my be-

ing. It has not been something revolutionary and 

new that has suddenly entered my life. In your case,” 

went on Baker, “the situation is different, because 

you and your forebears have only had some 50 and 

not 200 or 300 years. Again, Matt, let me con-

gratulate you—and people like you—on having 

so successfully overcome this particular hurdle. It is 

for this very reason that I think the outlook for 

 Barracania—and particularly Caribbean Bauxite—is 

so bright.” 

   Rennalls had listened intently, and when Baker 

finished, he replied, “Well, once again, John, I have 

to thank you for what you have said, and, for my 

part, I can only say that it is gratifying to know that 

my own personal effort has been so much appreci-

ated. I hope that more people will soon come to 

think as you do.” 

   There was a pause, and, for a moment, Baker 

thought hopefully that he was about to achieve his 

long-awaited breakthrough. But Rennalls merely 

smiled back. The barrier remained unbreached. 

There were some five minutes’ cheerful conversation 

about the contrast between the Caribbean and 

 Canadian climates and whether the West Indies had 

any hope of beating England in the Fifth Test before 

Baker drew the interview to a close. Although he 

was as far from ever knowing the real Rennalls, he 

was nevertheless glad that the interview had run 

along in this friendly manner and, particularly, that 

it had ended on such a cheerful note. 

   This feeling, however, lasted only until the follow-

ing morning. Baker had some farewells to make, so 

he arrived at the office considerably later than usual. 

He had no sooner sat down at his desk than his sec-

retary walked into the room with a worried frown 

on her face. Her words came fast. “When I arrived 

this morning, I found Mr. Rennalls already waiting 

at my door. He seemed very angry and told me in 

quite a peremptory manner that he had a vital letter 

to dictate that must be sent off  without any delay. 

He was so worked up that he couldn’t keep still and 

kept pacing about the room, which is most unlike 

him. He wouldn’t even wait to read what he had dic-

tated. Just signed the page where he thought the let-

ter would end. It has been distributed, and your 

copy is in your tray.” 

   Puzzled and feeling vaguely uneasy, Baker opened 

the envelope marked “Confidential” and read the 

following letter:   

    FROM: Assistant Engineer  

    TO: The Chief Engineer Caribbean 

 Bauxite Limited  

    SUBJECT: Assessment of Interview Between 

 Messrs. Baker and Rennalls  

    DATE: 14th August 1982    

   It has always been my practice to respect the advice 

given me by seniors, so after our interview, I decided 

to give careful thought once again to its main points 

and so make sure that I had understood all that had 

been said. As I promised you at the time, I had 
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 every intention of  putting your advice to the best 

effect. 

   It was not, therefore, until I had sat down quietly 

in my home yesterday evening to consider the inter-

view objectively that its main purport became clear. 

Only then did the full enormity of  what you said 

dawn on me. The more I thought about it, the more 

convinced I was that I had hit upon the real truth—

and the more furious I became. With a facility in the 

English language which I—a poor Barracanian—

cannot hope to match, you had the audacity to in-

sult me (and through me every Barracanian worth 

his salt) by claiming that our knowledge of modern 

living is only a paltry 50 years old, while yours goes 

back 200 to 300 years. As if  your materialistic com-

mercial environment could possibly be compared 

with the spiritual values of our culture! I’ll have you 

know that if  much of what I saw in London is repre-

sentative of  your boasted culture, I hope fervently 

that it will never come to Barracania. By what right 

do you have the effrontery to condescend to us? At 

heart, all you Europeans think us barbarians, or, as 

you say amongst yourselves, we are “just down from 

the trees.” 

   Far into the night I discussed this matter with my 

father, and he is as disgusted as I. He agrees with me 

that any company whose senior staff  think as you 

do is no place for any Barracanian proud of his cul-

ture and race. So much for all the company claptrap 

and specious propaganda about regionalization and 

Barracania for the Barracanians. 

   I feel ashamed and betrayed. Please accept this 

letter as my resignation, which I wish to become 

 effective immediately. 

   cc: Production Manager 

   Managing Director  

 Questions  

  1.   What, in your opinion, did Baker hope to accom-

plish as a result of his conversation with  Rennalls? 

Did he succeed? Why or why not?  

  2.   Did nonverbal communications play a part in 

this case? Be specific and give examples.  

  3.   What could Baker and Rennalls have done to 

 improve the situation described in this case?      

  Source:  Reprinted by permission of the Industrial Relations Center, 

The University of Chicago.      
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 Decision Making   
 Learning Objectives 

 After completing Chapter 14, you should be 

able to: 

  •   Contrast  programmed with nonprogrammed 

 decisions. 

  •   Identify  the steps in the decision-making 

 process. 

  •   Discuss  priority setting. 

  •   Describe  the conditions governing alternative-

outcome relationships. 

  •   Explain  the role of behavioral influences on 

 decision making. 

  •   Compare  individual and group decision making. 

  •   Identify  specific techniques for stimulating 

 creativity.    

   C H A P T E R  F O U R T E E N 

 Decision making is defined as the process of  choosing a particular action that deals 

with a problem or opportunity. The quality of the decisions that managers make is the 

yardstick of  their effectiveness.1 Sometimes just one or two exceptionally good or 

 exceptionally poor decisions can have significant effects on a manager’s career or an 

organization’s success. Union Carbide management made several poor decisions in the 

aftermath of  the cataclysmic accident involving the release of  methyl isocyanate in 

Bhopal, India, in 1984. This tragic event took the lives of more than 2,000 people. The 

accident itself, as well as subsequent decisions made regarding the handling of the ac-

cident, had profound effects on Union Carbide. Worldwide indignation and censure 

contributed to a collapse in the value of  the company’s stock, a downgrading of  its 

credit rating, a hostile takeover attempt (by GAF Corp.), and damage claims totaling 

 billions  of  dollars. 

 Another example of poor decision making can be traced to the executives at Ford 

Motor Company regarding the design of the Pinto. Faced with growing competition, 

Ford needed a small car in its lineup and rushed the Pinto through design and into 

production. In this rush to market, engineers made a fatal error; the placement of the 

Pinto fuel tank made it likely to rupture in the event of  a rear-end collision. Testing 

revealed this flaw to engineers, but assembly equipment had already been purchased 

and replacing the fuel system with a safer alternative was considered to be cost-

prohibitive. However, in an effort to fix the problem, the engineers worked within the 

existing design and developed a modification. The cost of this fix, estimated by Ford 

to be appromixately $11 per vehicle, was determined to be more than the payout for 

potential lawsuits related to the projected number of  deaths per year (180) and the 

estimated settlement per death.2 

 Because decision making is so very important and can have such significant effects 

on employees, customers, shareholders, and a company’s reputation, as illustrated in 

the examples above, it has been suggested that management  is  decision making. It 

would be a mistake, however, to conclude that only managers make decisions. Increas-

ingly, nonmanagers are making important decisions in organizations. Thus, while 

 decision making is an important managerial process, it is fundamentally a  people  process. 
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 Reality Check 

  How much do you know about decision making?   

  1.      decisions are required for unique and complex management problems.  

  a.   Nonprogrammed  

  b.   Developmental  

  c.   Exceptional  

  d.   Both  b  and  c  are correct answers.    

  2.   The guidelines or beliefs that a person uses when confronted with a situation in which a choice 

must be made are known as   .  

  a.   mission statements  

  b.   vision  

  c.   values  

  d.   ethical evaluation    

  3.      is a concept that assumes that decision making is fraught with constraints and 

limitations.  

  a.   Information conception  

  b.   Groupthink  

  c.   Bounded rationality  

  d.   Psychological overload    

  4.   A mental state of anxiety that occurs when there is a conflict within an individual after a decision 

is made is known as   .  

  a.   thought disturbance  

  b.   cognitive dissonance  

  c.   mental misalignment  

  d.   None of the above ( a – c)  are correct.    

  5.   While managers at all levels make various types of decisions, supervisors are typically confronted 

with    decisions while executives focus their time on    decisions.  

  a.   ethical, unethical  

  b.   nonprogrammed, programmed  

  c.   personnel, strategic  

  d.   programmed, nonprogrammed     

This chapter, therefore, describes and analyzes decision making in terms that reflect 

the ways in which people make decisions based on their understanding of individual, 

group, and organizational goals and objectives.  

   Types of Decisions  

 Managers in organizations may be separated by background, lifestyle, and distance, 

but sooner or later they must all make decisions. Even when the decision process is 

highly participative, with full involvement by subordinates, the manager ultimately is 

responsible for the outcomes of a decision. In this section, we present a classification 

system into which various kinds of decisions can be placed, regardless of whether the 

manager makes the decision unilaterally or in consultation with, or by delegation to, 

subordinates. 

   Researchers and experts in the field of  decision making have developed several 

ways of  classifying different types of  decisions. For the most part, these classifica-

tion systems are similar, differing mainly in terminology. We use the widely adopted 
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distinction suggested by Herbert Simon.3 Simon distinguishes between two types of 

decisions: 

   1.    Programmed decisions.  If  a particular situation occurs often, a routine procedure 

usually will be worked out for solving it. Decisions are    programmed    to the extent that 

they are repetitive and routine and a definite procedure has been developed for han-

dling them. For example, Amazon.com has established a precise procedure to guide 

the return process. These steps are so systemized that they are literally “programmed” 

and carried out in an automatic manner with minimal human intervention.  4

  2.    Nonprogrammed decisions.  Decisions are    nonprogrammed    when they are novel and 

unstructured. There is no established procedure for handling the problem, either 

because it has not arisen in exactly the same manner before or because it is complex 

or extremely important. Such decisions deserve special treatment. A vivid illustra-

tion of  nonprogrammed decision making can be seen in the actions taken by the 

I.H. Caffey Distributing Company in the aftermath of  a natural disaster. In the 

predawn hours of  a May morning, a tornado ripped the company’s distribution 

center in half. While Caffey had a disaster plan in place, this level of  destruction 

was something the team had never dreamed of, and it happened as the company 

was entering its busiest time of the year. With over $100 million in damages, it was 

at risk of  losing millions of  dollars more in revenue. Quick and decisive decision 

making by company leaders allowed the company to make 25 percent of its deliveries 

within three days and deliver 75 percent of its orders within the week.5 The decisions 

that helped this company recover quickly were nonprogrammed ones that the 

 Caffey executives had never been faced with before.   

   While the two classifications are broad, they point out the importance of differen-

tiating between programmed and nonprogrammed decisions. The management of 

most organizations faces great numbers of programmed decisions in their daily opera-

tions. Such decisions should be treated without expending unnecessary organizational 

resources on them. On the other hand, the nonprogrammed decision must be properly 

identified as such, since it is this type of  decision that forms the basis for allocating 

billions of dollars worth of resources in our economy every year. Unfortunately, it is 

the human part of this type of decision-making process that we know the least about.6 

 Exhibit 14.1  presents a breakdown of the different types of decisions, with examples 

        programmed decisions  
 Situations in which 

specific procedures 

have been developed 

for repetitive and 

 routine problems.     

        nonprogrammed 

decisions  
 Decisions required for 

unique and complex 

management problems.     

  EXHIBIT 14.1   Types of Decisions 

 Programmed Decisions Nonprogrammed Decisions

Type of problem Frequent, repetitive, routine, much certainty  Novel, unstructured, much uncertainty

 regarding cause-and-effect relationships regarding cause-and-effect relationships

Procedure Dependence on policies, rules, and definite Necessity for creativity, intuition, 

 procedures tolerance for ambiguity, creative problem

  solving

Examples Business firm: Periodic reorders of inventory Business firm: Diversification into

  new products and markets

 University: Necessary grade point average University: Construction of new

 for good academic standing classroom facilities

 Health care: Procedure for admitting patients Health care: Purchase of experimental

  equipment

 Government: Merit system for promotion of Government: Reorganization of state

 state employees government agencies 



410 Part Four Organizational Processes

of  each type, in different kinds of  organizations. The exhibit illustrates that pro-

grammed and nonprogrammed decisions require different kinds of  procedures and 

apply to distinctly different types of problems. 

   Traditionally, programmed decisions have been handled through rules, standard 

operating procedures, and the structure of the organization that develops specific pro-

cedures for handling them. Operations researchers—through the development of 

mathematical models—have facilitated the handling of these types of decisions. 

   On the other hand, nonprogrammed decisions usually have been handled by gen-

eral problem-solving processes, judgment, intuition, and creativity. Unfortunately, the 

advances that modern management techniques have made in improving nonpro-

grammed decision making have not been nearly as great as the advances they have 

made in improving programmed decision making. 7

   Ideally, the main concern of top management should be nonprogrammed decisions, 

while first-level managers are typically concerned with programmed decisions. Middle 

managers in most organizations also concentrate on programmed decisions, but will 

increasingly participate in nonprogrammed decisions. In other words, the nature, fre-

quency, and degree of certainty surrounding a problem should dictate at what level of 

management the decision should be made. 

   Obviously, problems arise in those organizations where top management expends 

much time and effort on programmed decisions.8 One unfortunate result of this prac-

tice is a neglect of  long-range planning, which is subordinated to other activities, 

whether the organization is successful or is having problems. If  the organization is suc-

cessful, this justifies continuing the policies and practices that have achieved success. 

If  the organization experiences difficulty, its current problems have first priority and 

occupy the time of top management. In either case, long-range planning is neglected. 

   Finally, the neglect of  long-range planning usually results in an overemphasis on 

short-run control. This results in a lack of delegation of authority to lower levels of 

management, which often has adverse effects on motivation and satisfaction.    

 A Rational Decision-Making Process  

      Decisions    should be thought of as means rather than ends. They are the  organizational 

mechanisms  through which an attempt is made to achieve a desired state. They are, in 

effect, an  organizational response  to a problem. Every decision is the outcome of  a 

dynamic process that is influenced by a multitude of forces.  Exhibit 14.2  diagrams a 

rational decision-making process. The reader should not, however, interpret this out-

line to mean that decision making is a fixed procedure. It is a sequential process rather 

than a series of  steps. This sequence diagram enables us to examine each element in 

the normal progression that leads to a decision. 

   Examination of Exhibit 14.2 reveals that it is more applicable to nonprogrammed 

decisions than to programmed decisions. Problems that occur infrequently, with a 

great deal of  uncertainty surrounding the outcome, require that the manager utilize 

the entire process. For problems that occur frequently, however, this is not necessary. 

If  a policy is established to handle such problems, it will not be necessary to develop 

and evaluate alternatives each time a similar problem arises.  

 Establishing Specific Goals and Objectives and Measuring Results 

 Goals and objectives are needed in each area where performance influences the effective-

ness of the organization. If goals and objectives are adequately established, they will dic-

tate what results must be achieved and the measures that indicate whether or not they have 

been achieved. Goal setting is appropriate for individuals, teams, and both large and small 

      decision  
 A means to achieve 

some result or to solve 

some problem. The 

outcome of a process 

that is influenced by 

many forces.     
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organizations. University of Houston alumnus and entrepreneur Danny Klam knows the 

power of goal setting all too well. He owns three Simply Splendid Donuts and Ice Cream 

shops. His business, open for just five years, grossed over $750,000 in 2008 and is project-

ing an annual growth rate of 60 percent. Klam’s “secret” of success may be found in a 

simple quote, “You have to keep your priorities straight.”9 To keep priorities, you must set 

and prioritize goals and monitor your progress toward the achievement of those goals.   

 Problem Identification and Definition 

 A necessary condition for a decision is a problem—if problems did not exist, there 

would be no need for decisions. Problems typically result from a determination that a 

discrepancy exists between a desired state and current reality.10 This underscores the 

importance of establishing goals and objectives. How critical a problem is for the or-

ganization is measured by the gap between the levels of  performance specified in the 

organization’s goals and objectives and the levels of  performance attained. Thus, a 

gap of 20 percent between a sales volume objective and the volume of sales actually 

achieved signifies that some problem exists. 

   It is easy to understand that a problem exists when a gap occurs between desired 

results and actual results. However, certain factors often lead to difficulties in identify-

ing exactly what the problem is.11 These factors are:

   1.    Perceptual problems.  As noted in Chapter 4, individual feelings may act in such a 

way as to protect or defend us from unpleasant perceptions. Negative information 
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may be selectively perceived in such a way as to distort its true meaning or it may be 

ignored. For example, a college dean may fail to identify increasing class sizes as a 

problem while at the same time being sensitive to problems faced by the president 

of the university in raising funds for the school.  

  2.    Defining problems in terms of solutions.  This is really a form of jumping to conclu-

sions. For example, a sales manager may say, “The decrease in profits is due to our 

poor product quality.” The sales manager’s definition of  the problem suggests a 

particular solution—the improvement of product quality in the production depart-

ment. Certainly, other solutions may be possible. Perhaps the sales force has been 

inadequately selected or trained. Perhaps competitors have a superior product.  

  3.    Identifying symptoms as problems.  “Our problem is a 32 percent decline in orders.” 

While it is certainly true that orders have declined, the decline in orders is really a 

symptom of the real problem. When the manager identifies the real problem, the 

cause of the decline in orders will be found.    

   Problems usually are of three types: opportunity, crisis, or routine.12 Crisis and rou-

tine problems present themselves and must be attended to by the managers. Opportu-

nities, on the other hand, usually must be found. They await discovery, and they often 

go unnoticed and eventually are lost by an inattentive manager. This is because, by 

their very nature, most crises and routine problems demand immediate attention. 

Thus, a manager may spend more time in handling problems than in pursuing impor-

tant new opportunities. Many well-managed organizations try to draw attention away 

from crises and routine problems and toward longer-range issues through planning 

activities and goal-setting programs. An organization that has benefited from effective 

decision making is Facebook, the social networking company. Facebook recently an-

nounced it has doubled its registered users in less than a year and is projecting annual 

revenue growth of over 70 percent in an otherwise weak economy. Its secret isn’t really 

all that secret. Facebook sees itself  as an advertising company. In founding the firm, 

CEO Mark Zuckerberg noted an imbalance between where people spent their time 

and where advertisers were spending their money; so, he devised a novel way to adver-

tise online. The company is following Zuckerberg’s original vision and in so doing is 

achieving great results. Facebook, however, has not been without its problems. In 

2009, Facebook decided to change its “terms of service,” effectively transferring own-

ership of all user-posted materials to the company. Facebook claimed that the change 

was simply a clarification of an existing company policy, but the public saw it differ-

ently. Internet users, already spooked over privacy concerns, blogged against the 

change implemented by Facebook. Internet advocates threatened to lodge a complaint 

with the U.S. Federal Trade Commission. Rather than ignore this self-created crisis, 

Facebook took decisive action and reversed the decision. The CEO promised that in 

the future, members would have a voice in changes to ownership of user content. This 

quick and clear action ended the panic and reassured users it was safe to stay with 

Facebook.   13

 Establishing Priorities 

 All problems are not created equal. Deciding whether to launch a new product in re-

sponse to a competitor’s move is probably a more significant decision than whether the 

employee lounge should be repainted. The process of decision making and solution 

implementation requires resources. Unless the resources the organization has at its dis-

posal are unlimited, it is necessary to establish priorities for dealing with problems. 

This, in turn, means being able to determine the significance level of  the problem. 
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 Determining problem significance involves consideration of  three issues: urgency, 

 impact, and growth tendency. 

    Urgency  relates to time. How critical is the time pressure? Putting out a fire in the 

office is more urgent than fixing a stalled elevator. The potential for stopgap measures 

also impacts urgency. For example, if  people in the stalled elevator can be released 

before the elevator is repaired, that reduces the urgency of  making repairs.  Impact  

describes the seriousness of  the problem’s effects. Effects may be on people, sales, 

equipment, profitability, public image, or any number of  other organizational re-

sources.  Growth tendency  addresses future considerations. Even though a problem may 

currently be of low urgency and have little impact, if  allowed to go unattended it may 

grow. The decision to cut back on routine preventive maintenance of plant equipment 

as a cost-cutting measure may not create a significant problem immediately. Over time, 

however, major difficulties may arise. 

   The more significant the problem, as determined by its urgency, impact, and growth 

tendency, the more important it is that it be addressed. A critical part of effective deci-

sion making is determining problem significance.   

 Consideration of Causes 

 While not impossible, it is ordinarily difficult and ill-advised to determine a solution 

to a problem when the problem cause is unknown. If an organization wishes to  address 

the problem of declining sales, how can it decide on an appropriate solution if  it does 

not know the reason for the decline? If  sales are falling because the product is no lon-

ger price competitive, possible solutions will be quite different than if declining sales 

are due to poor service after the sale. Proper identification of causes helps the decision 

maker avoid solving the wrong problem. 14

   Frequently, the search for problem causes leads to a better definition of  the real 

problem. Causes can be turned into new—and better—problem statements. One 

method that has been successfully used to find the underlying cause of  a problem is 

the “Five Whys.” This approach simply directs the problem solver to repeatedly ask 

“why.” The “Five” in the method’s name reflects a general rule that after an individual 

asks why five times, he or she will have worked through the various outer layers of  a 

problem and found the true issue.15 For example, if  a bank experiences a large increase 

in customer account closures, management may assume that the closures are due to 

poor customer service. Asking a few ex-customers why the service is poor uncovers a 

perception that the tellers have become less pleasant than in the past. Asking some 

tellers why their mood has changed finds the unpleasantness is related to a recent 

change in the dress code. Asking why the dress code modification is causing an issue 

leads to the discovery that it was improperly rolled out and tellers feel it was forced on 

them “overnight.” Finally, bank managers can ask why the rollout of  the dress code 

was ineffective, correct those issues, and attempt to improve employee morale, ulti-

mately restoring a high level of customer service.   

 Development of Alternative Solutions 

 Before a decision is made, feasible alternatives should be developed (actually these are 

potential solutions to the problem) and the potential consequences of each alternative 

should be considered. This is really a search process in which the relevant internal and 

external environments of the organization are investigated to provide information that 

can be developed into possible alternatives.16 Obviously, this search is conducted 

within certain time and cost constraints, since only so much effort can be devoted to 

developing alternatives. 
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   For example, a sales manager may identify an inadequately trained sales force as the 

cause of declining sales. The sales manager then would identify possible alternatives for 

solving the problem, such as (1) a sales training program conducted at the home office 

by management, (2) a sales training program conducted by a professional training orga-

nization at a site away from the home office, or (3) more intense on-the-job training.   

 Evaluation of Alternative Solutions 

 Once alternatives have been developed, they must be evaluated and compared. In 

every decision situation, the objective is to select the alternative that will produce the 

most favorable outcomes and the least unfavorable outcomes. This again points to 

the necessity of  objectives and goals since, in selecting from among alternatives, the 

decision maker should be guided by the previously established goals and objectives. 

The alternative-outcome relationship is based on three possible conditions:

   •    Certainty.  The decision maker has complete knowledge of  the probability of  the 

outcome of each alternative.  

  •    Uncertainty.  The decision maker has absolutely no knowledge of the probability of 

the outcome of each alternative.  

  •    Risk.  The decision maker has some probable estimate of  the outcomes of  each 

 alternative.    

   Wouldn’t it be wonderful if  on a particular day early in the morning you knew for 

certain what the New York Stock Exchange was going to do that day? Knowing 

 exactly what the future will be would lead to decisions about stock investments that 

would always optimize the results. Of course, certainty in most decision making at 

work, home, and in the stock market is not possible. There are greater or lesser degrees 

of certainty. 

   The degree of certainty in decision making is expressed as a risk. When a decision 

maker lacks certainty about an outcome from a specific action (e.g., investment in a 

stock, receiving a promotion based on annual performance), there is a degree of risk. 

A probability expresses the degree of risk. One famous company that kept many inves-

tors and e-business experts in uncertainty was Amazon.com. For many years since it 

was founded in 1994, CEO Jeff  Bezos worked hard to convince investors, critics, and 

his own managers that the company would eventually show a profit. Despite his opti-

mism, many experts gave a low probability that Amazon.com would ever report a 

profit. Much to the delight of  those investors and managers who rode out this risk, 

Amazon.com reported its first profit in the fourth quarter of  2001.17 Since then, the 

company has continued to show a profit and has reached $19.7 billion in sales.18 

 Uncertain situations exist when managers have no or such little information that they 

are not able to even assign a probability to various decisions and their possible out-

comes. By gathering information or studying a situation, the degree of  uncertainty 

facing a decision maker can sometimes be reduced. 

   In evaluating alternative solutions, two cautions should be kept in mind. First, this 

phase of  the decision-making process must be kept separate and distinct from the 

previous step, identifying solutions. This is particularly true in a group decision- 

making context. When alternatives are evaluated as they are proposed, this may 

 restrict the number of alternative solutions identified. If  evaluations are positive, the 

process may end prematurely by settling on the first positive solution. On the other 

hand, negative evaluations make it less likely for someone to risk venturing what may 

be an excellent solution for fear of being criticized or thought less of. 
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   The second caution is to be wary of solutions that are evaluated as being “perfect.” 

This is particularly true when the decision is being made under conditions of  uncer-

tainty. If  a solution appears to have no drawbacks or if, in a group setting, there is 

unanimous agreement on a course of  action, it may be useful to assign someone to 

take a devil’s advocate position. The job of a  devil’s advocate  is to be a thorough critic 

of the proposed solution. Research supports the benefits of devil’s advocacy and the 

conflict a devil’s advocate may cause, thus forcing a decision maker to reexamine as-

sumptions and information. 19

   Solution Selection 

 The purpose of selecting a particular solution is to solve a problem to achieve a prede-

termined objective. This point is an extremely important one. A decision is not an end 

in itself  but only a means to an end. The selection of  an alternative should not be 

viewed as an isolated act. If  it is, the factors that led to and lead from the decision are 

likely to be excluded. Specifically, the steps following the decision should include im-

plementation and follow-up. The critical point is that decision making is more than an 

act of choosing; it is a dynamic process. 

   Unfortunately for most managers, situations rarely exist in which one alterna-

tive achieves the desired objective without having some positive or negative impact 

on another objective. Situations often exist where two objectives cannot be opti-

mized simultaneously. If  one objective is  optimized,  the other is  suboptimized.  For 

example, when JPMorgan Chase & Co. was planning on outsourcing millions of 

dollars of  additional work to India, it was called to task by more than three dozen 

members of  Congress. The bank had just received $25 billion in taxpayer money as 

part of  the government’s Troubled Asset Relief  Program, an initiative intended to 

stabilize a troubled U.S.  financial industry.20 Outsourcing to India was a means for 

the bank to reduce expenses and would help expedite its return to financial health. 

Congress wanted not only to ensure the continued solvency of  the bank but also 

to stabilize U.S. employment. These simultaneous goals of  Congress conflicted 

with the bank’s directive to regain its financial health by reducing expenses through 

outsourcing. 

   A situation could also exist where attainment of an organizational objective would 

be at the expense of a societal objective. The reality of such situations is seen clearly in 

the rise of ecology groups, environmentalists, and the consumerist movement. Appar-

ently, these groups question the priorities (organizational as against societal) of  cer-

tain organizational decision makers. Whether an organizational objective conflicts 

with another organizational objective or with a societal objective, the values of  the 

decision maker will strongly influence the alternative chosen. 

   In managerial decision making, optimal solutions often are impossible. This is be-

cause the decision maker cannot possibly know all of  the available alternatives, the 

consequences of each alternative, and the probability of occurrence of these conse-

quences.21 Thus, rather than being an  optimizer,  the decision maker is a  satisfier,  select-

ing the alternative that meets an acceptable (satisfactory) standard.   

 Implementation 

 Any decision is little more than an abstraction if  it is not implemented, and it must be 

effectively implemented to achieve the objective for which it was made. It is  entirely 

possible for a “good” decision to be hurt by poor implementation. In this sense, imple-

mentation may be more important than the actual choice of the  alternative. 

      devil’s advocate  
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   Since, in most situations, implementing decisions involves people, the test of  the 

soundness of a decision is the behavior of the people involved relative to the decision. 

While a decision may be technically sound, it can be undermined easily by dissatisfied 

subordinates. Subordinates cannot be manipulated in the same manner as other re-

sources. Thus, a manager’s job is not only to choose good solutions but also to trans-

form such solutions into behavior in the organization. This is done by effectively 

communicating with the appropriate individuals and groups.   22

 Follow-Up 

 Effective management involves the periodic measurement of results. Actual results are 

compared with planned results (the objective), and if  deviations exist, changes must be 

made. Here again, we see the importance of measurable objectives. If  such objectives 

do not exist, then there is no way to judge performance. If  actual results do not match 

planned results, changes must be made in the solution chosen, in its implementation, 

or in the original objective if  it is deemed unattainable. If  the original objective must 

be revised, then the entire decision-making process will be reactivated. The important 

point is that once a decision is implemented, a manager cannot assume that the out-

come will meet the original objective. Some system of control and evaluation is neces-

sary to make sure the actual results are consistent with the desired results. 

   Sometimes the result or outcome of a decision is unexpected or is perceived differ-

ently by different people, and dealing with this possibility is an important part of the 

follow-up phase in the decision process.     

 Alternatives to Rational Decision Making  

 Decision makers do not follow to the letter the decision-making process presented in 

Exhibit 14.2. Time pressures, incomplete information, limited human resources, and 

many other factors may impact the decision-making process.  

 Administrative Decision Making 

 March and Simon offer a descriptive approach that is described as the administrative 

decision-making model.23 In this model decision makers are depicted as operating with 

incomplete information and being impacted by their cognitive abilities and by psycho-

logical and sociological factors. Managers who are faced with limitations and restric-

tions often use what is referred to as the    bounded rationality approach   . In this approach 

the decision makers are assumed to have a limited or incomplete view of the problems or 

opportunities facing them. The number of solutions that can be implemented is limited 

by the capabilities of the decision maker and the resources that are available. Since the 

information, data, and knowledge are not perfect, which decision is best is unknown. 

   In the bounded rationality approach, the following assumptions are made:

   •   Managers (decision makers) rarely have all the information they need or want.  

  •   Decision makers are not aware of all possible alternatives and are not able to predict 

consequences.  

  •   Early alternatives and solutions are quickly adopted because of  constraints and 

limitations.  

  •   The organization’s goals constrain decision making.  

  •   Conflicting goals of  different constituents (e.g., employees, suppliers, customers, 

and boards) can restrict decisions, forcing a compromise solution.    

        bounded rationality 
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   These bounded rationality–type assumptions point to making decisions that are 

constrained, limited, but good enough. This type of  decision is referred to as a “sat-

isfying decision,” that is, making a decision that is acceptable and good enough, but 

if  everything were perfect it might not be the optimal decision. Decision makers are 

satisfiers because of  the circumstances and the need to move forward. For example, 

few people find their ideal, perfect, or optimal job. People need to earn a living, and, 

after what each considers to be a thorough search, a person takes an acceptable or 

good-enough offer. There is some degree of  satisfying in almost all decisions that 

people make. 

   Southwest Airlines offers no-frills, typically on-time, and competitively priced air 

travel. If  a traveler wants an optimal experience with a good meal, refreshments, com-

fortable seating, and quietness, then Southwest is not the way to fly. A traveler (deci-

sion maker) would be satisfied by electing to travel Southwest, but he or she may not 

be optimizing the travel experience.   

 Intuitive Decision Making 

 Managers sometimes simply make decisions based on a “gut” feeling or intuition.24 An 

intuitive decision maker uses experience, self-confidence, and self-motivation to pro-

cess information, data, and the environment to address a problem or opportunity. In-

tuitive decision making involves an unconscious process that incorporates the decision 

maker’s personality and experience in reaching a decision. Intuitive decision making 

occurs frequently because:

   •   High levels of uncertainty about a problem, the goals, and the decision criteria can 

exist.  

  •   In some situations there is no history or past experience to draw upon.  

  •   Time pressures are intense.  

  •   An excessive number of alternatives can be difficult to thoroughly analyze.    

   These factors suggest that when uncertainty is high, time pressures are bearing 

down, and complexity exists, intuitive decision making is likely to be involved. The 

rational and administrative explanations of  decision making are appealing because 

some logic and system is associated with each of these processes.25 However, in chaotic, 

rapidly changing, and pressure-packed situations, a lot of intuitive decision making is 

likely to occur. Perhaps it is best to combine the more systematic and intuitive 

 approaches when attempting to reach decisions.  26

    Even when managers combine systematic and intuitive approaches, decisions can 

still turn out to be flawed and costly to the organization. The Organizational Encounter 

on page 418 reviews some of these failed decisions and several causes that may have 

contributed to them.     

 Behavioral Influences on Decision Making  

 A number of behavioral factors influence any decision-making process (e.g., rational, 

administrative, intuitive). Some of these factors influence only certain aspects of  the 

process, while others influence the entire process. However, each may have an impact 

and, therefore, must be understood to fully appreciate decision making as a process in 

organizations. Four behavioral factors—values, propensity for risk, potential for dis-

sonance, and escalation of commitment—are discussed in this section. Each of these 

factors has been shown to have a significant impact on the decision-making process.  
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   Values 

   In the context of decision making,    values    can be thought of as the guidelines a person 

uses when confronted with a situation in which a choice must be made. Values are ac-

quired early in life and are a basic (often taken-for-granted) part of  an individual’s 

thoughts. The influence of values on the decision-making process is profound:

     In  establishing objectives,  it is necessary to make value judgments regarding the 

 selection of opportunities and the assignment of priorities.  

    In  developing alternatives,  it is necessary to make value judgments about the 

 various possibilities.  

    In  choosing an alternative,  the values of the decision maker influence which 

 alternative is chosen.  

    In  implementing a decision,  value judgments are necessary in choosing the means 

for implementation.  

    In the  evaluation and control  phase, value judgments cannot be avoided when 

 corrective action is taken.    

   It is clear that values pervade the decision-making process. As one example, con-

sider the issue of ethics in decision making. An ethical decision can be viewed as one 

      values  

 The guidelines and 

 beliefs that a person 

uses when confronted 

with a situation in 

which a choice must 

be made.     

O R G A N I Z A T I O N A L  E N C O U N T E R

DO GOOD COMPANIES MAKE POOR DECISIONS?

In December 2008, facing an unprecedented downturn in busi-

ness, the CEOs of GM, Ford, and Chrysler traveled to Washington 

asking for $25 billion in government loans, lest they face bank-

ruptcy. These highly experienced executives each took their own 

corporate jets to jointly testify in front of Congress. While the use 

of corporate jets may have been the most time-efficient means to 

reach Washington, the executives failed to consider the political 

impact of taking a private plane to plead poverty and to ask for 

taxpayer relief. Although the need for funding may have been le-

gitimate, their decision to take corporate jets so enraged Con-

gress that the executives were sent away with a scolding. 

Fortune magazine identified the trip as the “dumbest” moment in 

business in 2008. When they returned to Congress for a second 

time to again request public funding for their firms, the CEOs 

drove their companies’ fuel-efficient vehicles from Detroit to 

Washington. While they intended to make a positive statement 

through their choice of transportation, many in the public ques-

tioned if this was the best use of an executive’s time. The long 

drive from Detroit to Washington by the automobile industry’s 

executives was identified by Fortune as the second “dumbest” 

business moment of the year. How could these experienced ex-

ecutives leading billion-dollar companies make such bad deci-

sions over something as simple as how to get to Washington? 

They could have reasonably taken a commercial flight as do 

thousands of other executives and businesspeople. Researcher 

Paul C. Nutt has studied hundreds of actual managerial decisions 

and found that approximately 50 percent of these decisions 

failed. He has analyzed such decisions as the Firestone Tire re-

call, the building of the Denver International Airport, and Quaker’s 

acquisition of Snapple. He concludes that managers who fall vic-

tim to any of the following decision-making traps are more likely 

to make poor or failed decisions:

1. Failing to understand people’s concerns and competing 

claims.

2. Overlooking people’s interests and commitments.

3. Defining expectations in an unclear manner.

4. Limiting the search for alternatives and remedies.

5. Misusing evaluations of possible alternatives.

6. Ignoring or downplaying ethical questions.

7. Neglecting to analyze the results of the decision to under-

stand what worked and didn’t work.

Although decisions are usually made without the benefit of 

perfect information and unlimited time to search for and evaluate 

alternative solutions, managers should try to avoid the common 

decision-making traps that can lead to expensive and time- 

consuming failed decisions.

Sources: Adapted from Paul C. Nutt, Why Decisions Fail: Avoiding the 

Blunders and Traps That Lead to Debacles (San Francisco: Berrett-Koehler, 

2002); Peter Valdes-Dapena, “21 Dumbest Moments in Business 2008,” 

Cnnmoney.com; http://money.cnn.com/galleries/2008/fortune/0812/gallery.

dumbest_moments_2009.fortune/index.html (accessed April 21, 2009).



that is legal and morally acceptable to society; an unethical decision is either illegal or 

morally unacceptable.27 To a large extent, a decision maker’s willingness to make ethi-

cal or unethical decisions will be influenced by his or her values. Well-publicized re-

cent scandals involving numerous organizations such as Enron, Arthur Andersen, 

WorldCom, Tyco, HealthSouth, Freddie Mac, the New York Stock Exchange, and the 

$7 trillion mutual fund industry have heightened awareness of  the critical role that 

values play in decision making.28 This chapter’s You Be the Judge presents another 

powerful example. 

   Ethical scandals continue to gain the public’s attention. Ethical problems are not 

just limited to business organizations; they also impact health care, the legal profes-

sion, and government organizations. The scandals are global.29 Why do some indi-

vidual decision makers in every profession, occupation, and country resort to unethical 

choices? Philosophers and social scientists have studied this problem and found that 

no one set of explanations applies to all cases. 

   Some of the most cited explanations of  why decision makers still make unethical 

choices include:

   •   They feel pressure to perform exceptionally well. This pressure to produce top-level 

results (financially) is continuous.  

ETHICS AND THE CHALLENGER DECISION

Millions of Americans of all ages watched the live TV presen-

tation of the launch of the space shuttle Challenger on Janu-

ary 28, 1986. Less than two minutes after liftoff, the Challenger 

exploded. All seven crew members perished. In hindsight, it 

became clear that the launch should have been canceled. 

The issue we are examining here is, was it as clear before the 

launch? Consider the following:

During the evening before the launch, a teleconference 

took place between representatives of Morton Thiokol (man-

ufacturer of the booster rocket), the Marshall Space Flight 

Center (MSFC), and the Kennedy Space Center. Morton 

Thiokol engineers expressed concern about the integrity of 

the O-ring seals at temperatures below 53 degrees (tempera-

tures at the launch site were below freezing). The Thiokol 

senior engineer concluded the data supported a no-launch 

decision. The director of space engineering at the MSFC indi-

cated he was “appalled” by the Thiokol recommendation but 

would not launch over the contractor’s objections. At that 

point, the MSFC chief of solid rockets gave his view, conclud-

ing the data presented were inconclusive.

Based on NASA’s rule that contractors had to prove it was 

safe to fly, the statement that the data were inconclusive 

should have stopped the launch. However, a Thiokol vice 

president who was also on the line requested an off-line 

 caucus to reevaluate the data. During the caucus, two engi-

neers attempted to make themselves heard as management 

representatives began a discussion. Their attempts were met 

with cold stares as management representatives struggled to 

compile data that would support a launch decision. Returning 

to the teleconference, the Thiokol VP read a launch support 

rationale and recommended that it proceed.

NASA, for its part, accepted the recommendation without 

any discussion. It was consistent with its desires. Several de-

lays had already occurred and it feared a loss of public and 

political interest. Besides, the president was giving his State 

of the Union address that evening and surely the launch 

would get a favorable mention.

What is your opinion on the ethics of the decision? Recall 

that the text defines an ethical decision as one that is both 

legal and morally acceptable to society.

Sources: “Washington Outlook,” Aviation Week & Space Technology 

168, no. 19 (2008), pp. 23–26; Scott Richardson, “Our Destiny Is Out 

There,” Knight Ridder Tribune Business News, January 29, 2006, p. 1; 

Robert D. Dimitroff, Lu Ann Schmidt, and Timothy D. Bond, “Organiza-

tional Behavior and Disaster: A Study of Conflict at NASA,” Project 

Management Journal 36, no. 2 (2005), pp. 28–38; Mark Maier, “Ten 

Years after a Major Malfunction: Reflections on ‘The Challenger 

 Syndrome,’” Journal of Management Inquiry 11, no. 3, (September 

2002), pp. 282–94; M.P. Miceli and J.P. Near, “Whistleblowing: Reap-

ing the Benefits,” Academy of Management Executive, August 1994, 

pp. 65–72; R. March, C. Stubbart, V. Traub, and M. Cavanaugh, “The 

NASA Space Shuttle Disaster: A Case Study,” Journal of Manage-

ment Case Studies, Winter 1987, pp. 300–318; and G. Whyte, “Decision 

Failures: Why They Occur and How to Prevent Them,” Academy of 
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  •   They think since everyone else is doing it, so must they to remain competitive. This 

is the keeping-up-with-the-Joneses explanation.  

  •   The practice of  being secretive and nonrevealing is considered important in some 

organizations. This results in the practice of  stonewalling or willingly hiding or 

holding onto relevant data and information. Examples of hiding research and sur-

vey information include Dow Corning’s silicone gel used in breast implant studies, 

Ford Pinto’s rear gas tank defect problems (resulting in explosions and deaths), and 

B. F. Goodrich rewarding employees who falsified and withheld data on the quality 

of aircraft brakes.  

  •   They fail to take responsibility for problems.  

  •   They focus on cost before safety when there is a choice.    

   Improving the record of  making ethical decisions is difficult.30 Values are diffi-

cult to change. Efforts to promote ethical decision making focus on training, prepa-

ration of  a code of  ethics, having top executives serve as proactive role models, and 

personally examining the situation or decision to be made. When examining the 

situation, the decision maker should consider doing what is legal, doing what is 

right, being fair, and answering the question, “Could the decision meet the ‘sun-

shine’ test,” or “if  it is published in the newspaper, would the reader consider the 

decision ethical?” 

   Ethical decision making starts with the values that guide an individual’s decision 

making. There are no simple prescriptions, but there are right, fair, honest, and open 

ways of  making decisions. Many decisions have an ethical dimension that requires 

thought, reflection, caution, and attention.31 Considering the rights of others, adher-

ing to strong values, and living up to high standards of behavior are the starting points 

for facing inevitable ethical dilemmas when making decisions.   

 Propensity for Risk 

 From personal experience, you undoubtedly are aware that decision makers vary 

greatly in their propensity for taking risks. This one specific aspect of  personality 

strongly influences the decision-making process. A decision maker who has a low aver-

sion to risk will establish different objectives, evaluate alternatives differently, and se-

lect different alternatives than will another decision maker in the same situation who 

has a high aversion to risk. The latter will attempt to make choices where the risk or 

uncertainty is low or where the certainty of the outcome is high. You will see later in 

the chapter that many people are bolder and more innovative and advocate greater 

risk taking in groups than as individuals. Apparently, such people are more willing to 

accept risk as members of a group. 

   Risk propensity is also affected by whether potential outcomes are characterized in 

terms of losses or gains. This, in turn, depends on how the decision maker “frames” 

the decision.  Framing  refers to the decision maker’s perception, in terms of gains or 

losses, of  the decision’s possible outcomes.32 When the choice is perceived as being 

between losses, there is a greater propensity to take risks than when it is perceived as 

being between gains. For example, when a large number of individuals are confronted 

with the choice of  losing $100 for certain or taking a gamble on a coin flip with an 

equal expected value (i.e., if  it comes up heads you lose $200; if  it comes up tails you 

lose nothing), most people will choose the gamble. On the other hand, when con-

fronted with the choice between a certain gain of  $100 or a coin flip with an equal 

expected value (heads you receive $200; tails you receive nothing), most people opt for 

the certain $100.   
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 Potential for Dissonance 

 Much attention has been focused on the forces and influences affecting the decision 

maker before a decision is made and on the decision itself. But only recently has atten-

tion been given to what happens  after  a decision has been made. Specifically, behav-

ioral scientists have focused attention on the occurrence of post-decision anxiety. 

   Such anxiety is related to what Festinger calls cognitive dissonance.33 Festinger’s    cognitive 

dissonance    theory states that there is often a lack of consistency or harmony among an 

individual’s various cognitions (attitudes, beliefs, and so on) after a decision has been 

made. That is, there will be a conflict between what the decision maker knows and 

 believes and what was done, and as a result the decision maker will have doubts and 

second thoughts about the choice that was made. In addition, there is a likelihood that 

the intensity of the anxiety will be greater when any of the following conditions exist:

   1.   The decision is an important one psychologically or financially.  

  2.   There are a number of forgone alternatives.  

  3.   The forgone alternatives have many favorable features.    

   Each of these conditions is present in many decisions in all types of organizations. 

You can expect, therefore, that post-decision dissonance will be present among many 

decision makers, especially those at higher levels in the organization. 

   Dissonance can be reduced by admitting that a mistake has been made. Unfor-

tunately, many individuals are reluctant to admit they have made a wrong decision 

and will be more likely to use one or more of  the following methods to reduce their 

dissonance:

   1.   Seek information that supports the wisdom of their decision.  

  2.   Selectively perceive (distort) information in a way that supports their decision.  

  3.   Adopt a less favorable view of the forgone alternatives.  

  4.   Minimize the importance of the negative aspects of the decision and exaggerate the 

importance of the positive aspects.    

   While each of us may resort to some of this behavior in our personal decision mak-

ing, it is easy to see how a great deal of it could be extremely harmful in terms of orga-

nizational effectiveness. The potential for dissonance is influenced heavily by one’s 

personality, specifically one’s self-confidence and ability to be persuaded. In fact, all of 

the behavioral influences are closely interrelated and are isolated here only for discus-

sion purposes.34 For example, what kind of a risk taker you are and your potential for 

anxiety following a decision are very closely related, and both are strongly influenced 

by your personality, your perceptions, and your value system. Before managers can 

fully understand the dynamics of the decision-making process, they must appreciate 

the behavioral influences on themselves and other decision makers in the organization 

when they make decisions. 

   While all leaders may face decisions that leave them second-guessing, the conse-

quences of decisions that literally deal with life and death can leave them particularly 

susceptible to cognitive dissonance. Perhaps no individual has made a single decision 

of greater impact on human life than President Harry Truman. Thrust into the Oval 

Office after the unexpected death of his predecessor, Truman was the president of  a 

country at war. Rather than pursue a prolonged and bloody invasion of Japan to end 

World War II, Truman made the controversial decision to authorize the use of atomic 

weapons. This decision potentially saved the lives of  hundreds of  thousands of  U.S. 

servicemen, but in doing so he also ordered an estimated 150,000 civilians to their 

        cognitive dissonance  
 A mental state of anxi-
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deaths. This was not the last decision of grave consequence that Truman had to face. 

For example, he also involved the country in the Korean War, desegregated the mili-

tary, and formed the North Atlantic Treaty Organization (NATO). It is interesting to 

consider how Truman weighed the costs associated with such decisions and managed 

the dissonance he must have experienced while and after making such impactful deci-

sions. Even though he surely felt he was making the right decisions, how did Truman 

balance the costs associated with these decisions? Truman is credited with saying the 

following, which may provide insight into how he viewed the president’s role in deci-

sion making: “Being a president is like riding a tiger. You have to keep on riding or be 

swallowed.”35 Perhaps Truman was saying that his focus on the present saved him 

from being consumed by the decisions of his past.   

 Escalation of Commitment 

 Gamblers who place larger and larger wagers in an effort to recoup earlier losses are 

displaying a decision-making behavior called  escalation of commitment.  Decision 

makers who are unclear about their goals, have a fear of failure, are feeling pressure, 

and work in a culture with low trust are likely to be candidates for escalation of decision 

making.    Escalation of commitment    refers to an increasing commitment to a previous 

decision when a “rational” decision maker would withdraw.36 It typically results from 

a need to turn a losing or poor decision into a winning or good decision. Examples of 

escalation of commitment abound in daily life. President Lyndon Johnson’s decision 

to continue increasing U.S. troop involvement in the Vietnam War is a frequently cited 

example. The savings and loan crisis of the 1980s grew out of decisions made by loan 

officers to make increasingly riskier loans in an escalating effort to recoup losses 

 resulting from previous poor loan decisions. The decision made by Bureau of Alcohol, 

Tobacco, and Firearms agents to move forward with the raid on the heavily armed 

Branch Davidian compound outside Waco, Texas, also appears to have been an 

 example of escalation of commitment. 

   Escalation of commitment can result from becoming too ego-involved in a decision 

process. Because failure is threatening to an individual’s self-esteem, people tend to 

ignore negative information. It can also be the result of peer pressure, which makes it 

difficult for a decision maker to reverse a course of action he or she has publicly sup-

ported in the past. In either case, it involves loss of objectivity in the decision-making 

process. 

   A classic case of escalation of commitment may be seen as leading to the demise of 

the Joseph Schlitz Brewing Company. The brewer’s marketing slogan, “When you’re 

out of  Schlitz, you’re out of  beer,” correctly communicated the company’s level of 

market dominance. For several years, Schlitz had been the market leader in the United 

States but in 1957 fell to second place behind Anheuser-Busch. In 1970, Schlitz execu-

tives made a bold decision. Attempting to recapture their top market position, they 

altered the recipe and the brewing process so that they could make their beer more 

quickly and cheaply. They substituted corn syrup for malt, changed the stabilizers in 

the beer, and decreased the brewing time from 40 to 15 days. 

   While these innovations immediately decreased costs and increased output, not sur-

prisingly, the taste of the beer was found to be inferior. Worse, the formulation tended 

to break down and the ingredients would coagulate and sink, looking disturbingly like 

mucus at the bottom of the can. Even after the brewery realized it was shipping what 

was perceived as “snot beer,” it decided to do nothing. Rationalizing that most of the 

beer would not be subject to the conditions that promoted the coagulation, what ex-

ecutives benignly termed “hazing,” action was withheld for months before a massive 
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recall of over 10 million cans was ordered. Schlitz never recovered and was eventually 

bought out by a smaller brewer. Schlitz’s commitment to its formula change caused its 

downfall. Interestingly, the current owner of the Schlitz brand name has just reintro-

duced the original recipe and it is being well received.  37

    Each of  the behavioral influences just discussed—values, propensity for risk, po-

tential for dissonance, and escalation of commitment—are influenced by the culture 

to which the decision maker has been exposed as well as the cultural context in which 

the decision is being made. As organizational decision making transcends national 

boundaries, cultural influences—and differences—become increasingly significant. 

Many cultural differences affect decision making. The above Global OB provides 

examples.     

 Group Decision Making  

 In most organizations, a great deal of decision making is achieved through committees, 

teams, task forces, and other kinds of groups.38 Managers frequently face situations in 

which they must seek and combine judgments in group meetings. This is especially true 

for nonprogrammed problems, which are novel and have much uncertainty regarding 

MAKING DECISIONS IN DIVERSE CULTURES

Organizational decision making in the United States is pre-

sumed to be based on thorough and objective analysis of rele-

vant information. Whether this is true in actual practice is 

arguable, but it does represent what is supposed to happen 

ideally. This is not the ideal in every society, however. In some 

countries, it is inappropriate for senior executives to consult 

subordinates before making a decision; in other countries it is 

equally inappropriate for them not to consult subordinates. In 

almost every aspect of decision making, different cultural 

norms dictate different ways of proceeding. A few examples 

follow:

1. In some cultures (the United States, for example), problems 

are more likely to be seen as requiring solutions, whereas in 

others (Thailand, for example), problems are more likely to be 

seen as situations requiring acceptance.

2. Americans value following the chain of command during the 

decision-making process. Swedes, on the other hand, will not 

hesitate to go around or over someone in the chain if doing so 

is helpful to the decision process. Such behavior would be 

viewed as inappropriate in American organizations and 

 perfectly acceptable in Swedish ones.

3. Mexicans, who value tradition and history, will tend to adopt 

tried and proven solutions to current problems. Australians 

are more present-oriented—and more aggressive—and 

are more likely to try unique and innovative alternative 

 solutions.

4. Germans tend to process their decisions through committees, 

frequently composed primarily of technical experts. The 

French, who tend to be highly centralized, would not likely 

use committees.

5. In high power-distance cultures such as India, decisions are 

made at the highest level of the organization. In a low power-

distance culture such as Sweden, on the other hand, the 

lowest-level employees expect to make their own decisions.

The differences between Japanese and American manage-

ment practices are often subjects of debate and discussion. 

 Decision making is a part of management practice, and many 

 differences in the decision-making process exist between these 

two countries. For example, the Japanese are much more con-

sensus-oriented than are Americans. Japanese decision making 

is often described by the word nemawashi, which means “root-

binding.” Each employee has a sense of running the organization 

because nothing gets done until everyone agrees. Many—if not 

most—American managers would find this approach frustrating 

and agonizingly slow. Japanese are also likely to spend much 

more time on deciding if a decision is even needed and on what 

the decision is about than their American counterparts. Because 

of this, they tend to direct their attention to major decisions, in 

contrast to American managers who often focus (by Japanese 

thinking) on minutiae.

These are only a few examples of the many cultural variations 

in decision making. They explain why cross-cultural decision 

making can be very difficult.

G L O B A L  O B
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the outcome. In most organizations, it is unusual to find decisions being made on such 

problems by one individual on a regular basis. 

   The increased complexity of  many nonprogrammed decisions requires special-

ized knowledge in numerous fields, usually not possessed by one person. This 

 requirement, coupled with the reality that the decisions made eventually must be ac-

cepted and implemented by many units throughout the organization, has increased 

the use of  the collective approach to the decision-making process. Perhaps no orga-

nization models team effectiveness better than the U.S. Army Special Forces or 

Green Berets. These soldiers are expected to operate on missions that are  “special” 

or outside of  typical parameters. They are trained to ignore the “inept conventional 

mentality to find intelligent solutions to unconventional situations.” Green Berets 

are experts in multiple specialty areas. When teams are deployed, each soldier has a 

specific role; however, each person is also cross-trained in at least one other team 

member’s area. Teams are expected to operate in remote locations for extended peri-

ods with limited (if  any) support or guidance from their command. Their success is 

determined by their ability to collectively and creatively implement solutions to 

novel situations.  39

 Individual versus Group Decision Making 

 Considerable debate has occurred over the relative effectiveness of  individual versus 

group decision making. Groups usually take more time to reach a decision than in-

dividuals do. But bringing together individual specialists and experts has its benefits 

since the mutually reinforcing impact of  their interaction results in better decisions. 

In fact, a great deal of  research has shown that consensus decisions with five or 

more participants are superior to individual decision making, majority vote, and 

leader  decisions. Unfortunately, open discussion has been found to be negatively 

influenced by such behavioral factors as the pressure to conform; the influence of  a 

dominant personality type in the group; “status incongruity,” as a result of  which 

lower-status participants are inhibited by higher-status participants and “go along,” 

even though they believe that their own ideas are superior; and the attempt of  cer-

tain participants to influence others because these participants are perceived to be 

experts in the problem area.40 Additionally, framing effects occur more frequently in 

groups. 41

   Certain decisions appear to be better made by groups, while others appear better 

suited to individual decision making. Nonprogrammed decisions appear to be better 

suited to group decision making. Usually calling for pooled talent, the decisions are so 

important that they are frequently made by top management and, to a somewhat 

lesser extent, by middle managers. 

   In terms of  the decision-making process itself, the following points concerning 

group processes for nonprogrammed decisions can be made:

   1.   In  establishing goals and objectives,  groups probably are superior to individuals 

 because of the greater amount of knowledge available to groups.  

  2.   In  identifying causes and developing alternative solutions,  the individual efforts of 

group members are necessary to ensure a broad search in the various functional 

areas of the organization.  

  3.   In  evaluating alternative solutions,  the collective judgment of  the group, with its 

wider range of  viewpoints, seems superior to that of  the individual decision 

maker.  
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  4.   In  solution selection,  it has been shown that group interaction and the achieve-

ment of  consensus usually results in the acceptance of  more risk than would be 

 accepted by an individual decision maker. In any event, the group decision is 

more likely to be accepted as a result of  the participation of  those affected by its 

consequences.  

  5.    Implementation and follow-up  of  a decision, whether or not made by a group, usu-

ally are accomplished by individual managers. Thus, since a group ordinarily is not 

responsible, the responsibility for implementation and follow-up necessarily rests 

with the individual manager.    

    Exhibit 14.3  summarizes the research on group decision making. It presents the 

relationship between the probable quality of  a decision and the method utilized to 

reach the decision. It indicates that, as we move from “individual” to “consensus,” the 

quality of  the decision improves. Note also that each successive method involves a 

higher level of mutual influence by group members. Thus, for a complex problem re-

quiring pooled knowledge, the quality of  the decision is likely to be higher as the 

group moves toward achieving consensus.42 The final section of the chapter examines 

ways to increase creativity in group decision making. Before progressing, however, 

examine the Management Pointer on page 426, which presents techniques to increase 

your individual creativity. 

   Creativity in Group Decision Making 

   Since most decisions involve some degree of risk, there is a need for creativity to solve 

problems and seize opportunities.    Creativity    is a process by which an individual, group, 

or team produces novel and useful ideas to solve a problem or capture an opportunity. 

In organizations, moving away from logical, linear, or “in the box” thinking describes 

creativity. This is called  lateral thinking  or a process of generating novel ways to solve 

problems faced by an individual or group. 

      creativity  
 Process by which an 

 individual, group, or 

team produces novel 

and useful ideas to 

solve a problem or cap-

ture an opportunity.     
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   Creative decision makers share some common characteristics such as:

   •    Perseverance.  They stay longer attacking problems.  

  •    Risk-taking propensity.  They take moderate to high risks and stay away from 

 extreme risks.  

  •    Openness.  They are open to new experiences and are willing to try new 

 approaches.  

  •    Tolerance of ambiguity.  They can tolerate a lack of structure, some lack of clarity, 

and not having complete information, data, and answers.    

   These characteristics of  creative individuals fit many of  the popular stars of  the 

general press, including Michael Dell (Dell computers), Bill Gates (Microsoft), and 

Hiroyuki Yoshino (Honda Motor Company). Their back-

grounds and creativity characteristics are cited quite often. 

One less publicized, yet creative decision maker who per-

sonifies perseverance, risk taking, openness, and an ability 

to deal with ambiguity is Meg Whitman. She has worked at 

Procter & Gamble, Bain & Co., and Disney searching for 

her ideal job.  43

    Meg Whitman joined FTD (flowers) as CEO and kept 

learning and making what colleagues call fast and no-

nonsense decisions. She took an opportunity at eBay when 

it was a maze of  conflict, uncertainty, and risk. Whitman 

was open to new ideas, withstood unrelenting criticism for 

her decisions, and stuck to her plan. When the eBay system 

crashed and service was turned off, Whitman jumped in and 

corrected the problems. She persevered and creatively helped 

eBay achieve unheard-of  success. She took risks, became 

wealthy, and is an example of  an unrecognized (by most 

people) leader, serving as a role model of a creative decision 

maker. 44

   Groups and teams can have even more creative potential 

than individuals such as Meg Whitman. This is especially 

true when the task is complex and novel and there is uncer-

tainty. Groups have creative potential because of combined 

expertise, resources, and experience. 

   But if  groups are potentially better suited to nonpro-

grammed decisions than individuals are, an atmosphere fos-

tering group creativity must be created. In this respect, group 

decision making may be similar to and may utilize brain-

storming in that discussion must be free-flowing and spon-

taneous. All group members must participate, and the 

evaluation of individual ideas must be suspended in the be-

ginning to encourage participation, even though ultimately 

a decision must be reached.   

 Techniques for Stimulating Creativity 

 In many instances, group decision making is preferable to individual decision mak-

ing, but consider the statement, “A camel is a racehorse designed by a committee.” 

While the necessity and the benefits of  group decision making are recognized, 

INCREASING YOUR CREATIVITY

As knowledge-based organizations become the 

norm, creativity is a competence that these 

 organizations need. The real value in such orga-

nizations is not in their physical assets but in 

their intellectual assets—the ideas and insights 

in the minds of their employees. Such organiza-

tions cannot survive without creativity and are 

discovering that it is a skill that can be devel-

oped. Here are some tips for becoming more 

creative.

1. Get out of the office. A walk in the park or a 

trip to a toy store may be more productive than 

sitting at your desk with a pencil and pad.

2. Be childlike. Some believe this is the most 

important tip because creativity seems to be 

connected with age.

3. Be a maverick. The best ideas and decisions 

often come from those who don’t care what 

others are thinking or how they are doing 

things.

4. Sit on the other side of the room. Break your 

routine, drive to work a different way.

5. Ask “What if . . . ?” This question can 

stimulate thought for you and plenty of 

discussion in a group.

6. Listen. No one has a monopoly on good 

ideas. Ask others, and listen.

Management Pointer
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 numerous problems also are associated with it, some of  which already have been 

noted. Practicing managers need specific techniques that will enable them to in-

crease the benefits from group decision making while reducing the associated prob-

lems. If  problems are not addressed, then a group’s creativity can be substantially 

diminished. 45

   We shall examine three techniques that, when properly utilized, have been found 

to be extremely useful in increasing the creative capability of  a group in generating 

ideas, understanding problems, and reaching better decisions. Increasing the creative 

capability of  a group is especially necessary when individuals from diverse sectors of 

the organization must pool their judgments and create a satisfactory course of  action 

for the organization. The three techniques are brainstorming, the Delphi technique, 

and the nominal group technique. 

  Brainstorming 

 In many situations, groups are expected to produce creative or imaginative solutions 

to organizational problems. In such instances,    brainstorming    often has been found to 

enhance the creative output of the group. The technique of brainstorming includes a 

strict series of  rules. The purpose of  the rules is to promote the generation of  ideas 

while, at the same time, avoiding the inhibitions of members that usually are caused by 

face-to-face groups. The basic rules are:

     No idea is too ridiculous. Group members are encouraged to state any extreme or 

outlandish idea.  

    Each idea presented belongs to the group, not to the person stating it. In this way, 

it is hoped that group members will utilize and build on the ideas of others.  

    No idea can be criticized. The purpose of the session is to generate, not evaluate, ideas.    

 Brainstorming is widely used in advertising agencies where it apparently is effective. 

It has been less successful in other situations because there is no evaluation or ranking 

of  the ideas generated. Thus, the group never really concludes the problem-solving 

process. Other issues that can decrease the effectiveness of  brainstorming in teams 

include:46

   1.    Social loafing.  Team members tend to not work as hard mentally or physically as 

they would alone, so social loafing can decrease the quality and quantity of ideas 

generated from the brainstorming session.  

  2.    Conformity.  If  members of the team are overly concerned that their ideas and sug-

gestions will be viewed critically by others, then they will be less likely to provide 

innovative and creative suggestions.  

  3.    Idea production blocking.  This occurs when a team member has to wait his or her 

turn to provide an idea that contributes to the brainstorming session. The delay 

may cause the individual to forget what he or she was going to say, or to not listen 

to what is being said by other contributors.  

  4.    Downward norm setting.  When a brainstorming session is not well managed, the 

lowest-performing members tend to pull down the overall performance of the team 

to their level.    

 These problems can be minimized, and the performance of  team members who 

engage in brainstorming activities can be enhanced, by: (1) setting specific goals for 

the teams to achieve; (2) providing meaningful incentives for teams that perform well; 

and (3) having a skilled facilitator manage the process.   

        brainstorming  
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 The Delphi Technique 

 This technique involves the solicitation and comparison of  anonymous judgments 

on the topic of  interest through a set of  sequential questionnaires that are inter-

spersed with summarized information and feedback of  opinions from earlier 

 responses. 47

 The    Delphi technique    retains the advantage of having several judges while removing 

the biasing effects that might occur during face-to-face interaction. The basic  approach 

has been to collect anonymous judgments by mail questionnaires. For example, the 

members independently generate ideas to answer the first questionnaire and return it. 

The staff  members summarize the responses as the group consensus and feed this 

summary back along with a second questionnaire for reassessment. Based on this 

feedback, the respondents independently evaluate their earlier responses. The underly-

ing belief  is that the consensus estimate will result in a better decision after several 

rounds of anonymous group judgment. While it is possible to continue the procedure 

for several rounds, studies have shown essentially no significant change after the sec-

ond round of estimation. 

   The Nominal Group Technique (NGT) 

 NGT has gained increasing recognition in health, social service, education, industry, 

and government organizations.48 The term    nominal group technique (NGT)    was adopted 

by earlier researchers to refer to processes that bring people together but do not allow 

them to communicate verbally. Thus, the collection of people is a group “nominally,” 

or in name only. You will see, however, that NGT in its present form combines both 

verbal and nonverbal stages. 

 Basically, NGT is a structured group meeting that proceeds as follows: A group of 

individuals (7 to 10) sit around a table but do not speak to one another. Rather, each 

person writes ideas on a pad of paper. After five minutes, a structured sharing of ideas 

occurs. Each person around the table presents one idea. A person designated as re-

corder writes the ideas on a flip chart in full view of the entire group. This continues 

until all of  the participants indicate that they have no further ideas to share. There is 

still no discussion. 

 The output of  this phase is a list of  ideas (usually between 18 and 25). The next 

phase involves structured discussion in which each idea receives attention before a 

vote is taken. This is achieved by asking for clarification or stating the degree of sup-

port for each idea listed on the flip chart. The next stage involves independent voting 

in which each participant, in private, selects priorities by ranking or voting. The group 

decision is the mathematically pooled outcome of the individual votes.  Exhibit 14.4  

illustrates the nominal group technique. 

 Both the Delphi technique and NGT have had excellent success records. Basic 

 differences between them are:

   1.   Delphi participants typically are anonymous to one another, while NGT partici-

pants become acquainted.  

  2.   NGT participants meet face-to-face around the table, while Delphi participants are 

physically distant and never meet face-to-face.  

  3.   In the Delphi process, all communication between participants is by way of written 

questionnaires and feedback from the monitoring staff. In NGT, communication is 

direct between participants.    49
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 Practical considerations often influence which technique is used. For example, such 

factors as the number of working hours available, costs, and the physical proximity of 

participants will influence which technique is selected. 

 Our discussion here has not been designed to make the reader an expert in the 

 Delphi process or NGT. Our purpose throughout this section has been to indicate the 

frequency and importance of  group decision making in every type of  organization. 

The three techniques discussed are practical devices to improve the effectiveness of 

group decisions. 

 Decision making is a common responsibility shared by all executives, regardless of 

functional area or management level. Every day, managers are required to make decisions 

that shape the future of their organization as well as their own futures. The quality of 

a manager’s decisions is the yardstick of his or her effectiveness. Some of these deci-

sions may have a strong impact on the organization’s success, while others will be im-

portant but less crucial. However, all of the decisions will have some effect (positive or 

negative, large or small) on the organization.        

EXHIBIT 14.4

Four-Step Nominal 

Group Technique

Step 3:

Each recorded statement is
discussed, narrowing them
down to the best set.

Step 2:

Each group member in order
records on a chart, whiteboard,
or computer screen an idea,
problem, or opportunity with
no comments or discussion.

Step 1:

Individual group members
independently record ideas,
problems to be solved, or
opportunities.

Initiate Step 1
with different idea,
problem, or opportunity

Step 4:

Members vote/rank from best
to worst the winnowed set of 
ideas, problems, opportunities.
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ETHICS AND THE CHALLENGER DECISION

The explosion of the space shuttle Challenger and loss of 

seven crew members was a tragic event that stands in 

contrast to the many successful missions by the U.S. space 

program over the past 50 years. Unfortunately, the evi-

dence suggests that the Challenger should not have been 

launched given that the data on the potential performance 

of the O-rings in temperatures under 53 degrees  Fahrenheit 

were inconclusive. It appears that the political pressure was 

greater than the ability of key decision makers at Morton 

Thiokol, the Marshall Space Flight Center, and the Kennedy 

Space Center to recommend that the Challenger launch be 

delayed again. It is likely that fear, pride, career consider-

ations, organizational pressures to succeed, and/or the ever-

present urgency for public and political support for the space 

program took precedence over the safety of the crew. With 

the advantage of 20–20 hindsight, the decision to “go” may 

have been a legal decision, but certainly not an ethical one.

Y O U  B E  T H E  J U D G E  C O M M E N T

  •   Decisions may be classified as programmed or nonprogrammed, depending on the 

type of  problem. Decisions are  programmed  to the extent that they are repetitive 

and routine and a definite procedure has been developed for handling the problem. 

Decisions are  nonprogrammed  when they are novel and unstructured and there is no 

established procedure for handling the problem.  

  •   Because not all problems are of  the same importance, it is necessary to prioritize 

them. How significant a problem is depends on at least three attributes: urgency, 

impact, and growth tendency.  Urgency  relates to time and how critical time  pressures 

are in dealing with a problem.  Impact  describes the seriousness of  the problem’s 

effects.  Growth tendency  addresses the likelihood of future changes in problem ur-

gency or impact.  

  •   The relationship between alternatives and outcomes is based on three possible con-

ditions.  Certainty  exists when the decision maker has complete knowledge of  the 

probability of the outcome of each alternative.  Uncertainty  exists when absolutely 

no such knowledge is available.  Risk  is an intermediate condition, wherein some 

probable estimate of outcomes can be made.  

  •   The decision-making process entails following a number of  steps. Sequentially, 

these are: (1) establishing specific goals and objectives and measuring results, 

(2) problem identification and definition, (3) establishing priorities, (4) consideration 

of  causes, (5) development of  alternative solutions, (6) evaluation of  alternative 

solutions, (7) solution selection, (8) implementation, and (9) follow-up.  

  •   The decision-making process is influenced by behavioral factors. Different decision 

makers may behave differently at any step in the decision-making process. Behav-

ioral factors include values, propensity for risk, potential for dissonance, and esca-

lation of commitment.  

  •   Research suggests that decisions made by groups are superior to those made by 

individuals. However, some aspects of group decision making tend to have negative 

effects. These include pressure to conform and the disproportionate influence ex-

erted by a dominant group member.  

  •   One of the advantages of group decision making is that it can facilitate the identi-

fication of creative and innovative solutions to problems. Three specific techniques 

for stimulating creativity in groups are brainstorming, the nominal group tech-

nique, and the Delphi technique.     

 Summary of 
Key Points  
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   1.   Risk is an inevitable part of  decision making. Thinking back to an important 

 career-related decision you made recently, how much risk was involved in the decision? 

How did you go about weighing the risks associated with the possible outcomes? 

How much risk are you willing to tolerate to be successful in your career?  

   2.   Why is it important to establish priorities among different problems? Under what 

conditions might it be necessary to reevaluate priorities?  

   3.   Increasingly today, decisions are made in a global context. Can you think of some 

techniques that might be employed to reduce the likelihood of difficulties when 

decision makers from different cultures are working together to solve a problem?  

   4.   How do you cope with cognitive dissonance after making a decision? Are you suc-

cessful? By what criteria?  

   5.   Think of  a reasonably important nonprogrammed decision you made recently. 

Did you employ an approach similar to the decision-making process outlined in 

Exhibit 14.2? How good was your decision? Could it have been improved by using 

the decision-making process? Explain.  

   6.   Given all of the corporate scandals (e.g., Enron, Tyco) that have been in the news, 

how important a role should ethics play in decision making? Should leaders and 

managers—and organizations—be evaluated on the extent to which they make 

ethical decisions?  

   7.   What role does personality play in decision making? Can you think of an example 

from your experience where the personality of a decision maker clearly influenced 

his or her decision?  

   8.   Creativity requires nonconformity of  thinking. Does that explain why so many 

organizational decisions are noncreative? Aside from the specific techniques dis-

cussed in the chapter, what can be done to stimulate creative decision making in 

an organization?  

   9.   Bounded rationality appears to be a better explanation of how decision making 

actually occurs. What makes this better than a rational explanation of  decision 

making?  

  10.   “Decisions should be thought of  as means rather than ends.” Explain what this 

statement means and what effect it should have on decision making.     

   Review and 

Discussion 

Questions  
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Reality Check

Now how much do you know about decision making?

 6. Defining problems in terms of solutions (i.e., jumping to conclusions) is a mistake that can under-

mine good decision making in the  stage of rational decision making.

a. establishing specific goals

b. problem identification and definition

c. establishing priorities

d. implementation

 7. Which of the following is a technique that promotes the generation of ideas in a group through 

noncritical discussion?

a. Ethical decision making

b. Brainstorming

c. The normal group technique

d. Utilization development

 8. True or false: Managers rarely rely on “gut” feeling or intuition when making decisions.

a. True

b. False

 9. True or false: When a group uses a consensus approach to decision making, the quality of the 

decisions it makes tends to be low.

a. True

b. False

10. Assume you have to choose between two good job offers. One provides a higher salary, but the 

other is located in a city that you really like. You’re anxious about the decision and not sure 

which job to accept. You are likely experiencing .

a. decision shock

b. cognitive dissonance

c. repetitive information overload

d. None of the above (a–c) are correct.

REALITY CHECK ANSWERS

   Before     After     

   1. a  2. c  3. c  4. b  5. d     6. b  7. b  8. b  9. b  10. b   

   Number Correct     Number Correct   

       _________       _________       

 Step 1  

 Answer each of the problems below.  

  1.   A certain town is served by two hospitals. In the 

larger hospital, about 45 babies are born each day, 

and in the smaller hospital, about 15 babies are born 

each day. Although the overall proportion of boys is 

about 50 percent, the actual proportion at either 

hospital may be greater or less than 50 percent on 

any day. At the end of a year, which hospital will 

have the greater number of days on which more than 

60 percent of the babies born were boys?  

   a.   The large hospital.  

   b.   The small hospital.  

     Exercise 

  Exercise 14.1:  How Biased Is Your Decision Making?  



Chapter 14 Decision Making 433

   c.    Neither—the number of days will be about the 

same (within 5 percent of each other)    .

  2.   Linda is 31, single, outspoken, and very bright. 

She majored in philosophy in college. As a stu-

dent, she was deeply concerned with discrimina-

tion and other social issues and participated in 

antinuclear demonstrations. Which statement is 

more likely:    

   a.   Linda is a bank teller.  

   b.    Linda is a bank teller and active in the femi-

nist movement.  

  3.   A cab was involved in a hit-and-run accident. 

Two cab companies serve the city: the Green, 

which operates 85 percent of  the cabs, and the 

Blue, which operates the remaining 15 percent. A 

witness identifies the hit-and-run cab as Blue. 

When the court tests the reliability of the witness 

under circumstances similar to those on the night 

of  the accident, he correctly identifies the color 

of a cab 80 percent of the time and misidentifies 

it the other 20 percent. What’s the probability 

that the cab involved in the accident was Blue, as 

the witness stated?  

  4.   Imagine that you face this pair of concurrent de-

cisions. Examine these decisions, then indicate 

which choices you prefer: 

     Decision I:  Choose between:  

   a.   A sure gain of $240.  

   b.    A 25 percent chance of winning $1,000 and a 

75 percent chance of winning nothing.   

     Decision II:  Choose between:  

   c.   A sure loss of $750.  

   d.    A 75 percent chance of  losing $1,000 and a 

25 percent chance of  losing nothing.   

     Decision III:  Choose between:  

   e.   A sure loss of $3,000.  

   f.    An 80 percent chance of  losing $4,000 and a 

20 percent chance of losing nothing.    

    5.     a.    You’ve decided to see a Broadway play and 

have bought a $40 ticket. As you enter the 

theater, you realize you’ve lost your ticket. 

You can’t remember the seat number, so you 

can’t prove to the management that you 

bought a ticket. Would you spend $40 for a 

new ticket?  

   b.    You’ve reserved a seat for a Broadway play for 

which the ticket price is $40. As you enter the 

theater to buy your ticket, you discover you’ve 

lost $40 from your pocket. Would you still buy 

the ticket? (Assume you have enough cash left 

to do so.)  

  6.   Imagine you have operable lung cancer and must 

choose between two treatments—surgery and 

 radiation therapy. Of 100 people having surgery, 

10 die during the operation, 32 (including those 

original 10) are dead after one year, and 66 after 

five years. Of 100 people having radiation ther-

apy, none dies during treatment, 23 are dead  after 

one year, and 78 after five years. Which treatment 

would you prefer?        

 Step 2  

 Your instructor will give you the correct answer to 

each problem.    

 Step 3  

  Discussion . In small groups, with the entire class, or 

in written form, as directed by your instructor, an-

swer the following questions:

   1.   Description: 

    How accurate were the decisions you reached?  

  2.   Diagnosis: 

    What biases were evident in the decisions you 

reached?  

  3.   Prescription: 

    How could you improve your decision making to 

make it more accurate?      

  Sources:  Adapted from D. Kahneman and A. Tversky, “Rational 

Choice and the Framing of Decisions,”  Journal of Business  59, 

no. 4 (1986), pp. S251–78; A. Tversky and D. Kahneman, “The Framing 

of Decisions and the Psychology of Choice,”  Science  211 (1981), 

pp. 453–58; D. Kahneman and A. Tversky, “Extensional vs. Intuitive 

Reasoning,”  Psychological Review  90 (1983), pp. 293–315; and 

K. McKean, “Decisions, Decisions,”  Discover Magazine,  June 1985.   
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 Purpose   

  1.   Identify the pros and cons of  group versus indi-

vidual decision making.  

  2.   Experience a group decision-making situation.  

  3.   Practice diagnosing work-group effectiveness.      

 Introduction  

 Much of the work that occurs in organizations is done 

in groups. In fact, the more important a task, the more 

likely it is to be assigned to a group. The belief is that 

groups make better decisions and are better at solving 

problems than individuals. However, the evidence on 

this subject is contradictory and seems to suggest that 

“it depends.” Groups are more effective under some cir-

cumstances and individuals under others. Assets and 

liabilities are associated with both. Because so much 

important work is done in groups, it is necessary for 

group members to learn to minimize the liabilities and 

capitalize on the assets of the group problem solving.  

     Instructions   

  1.   Read the directions below and complete the 

 Wilderness Survival Worksheet.  

  2.   Form groups of five to seven people.  

  3.   In groups, read the directions for and complete 

the Wilderness Survival Group Consensus Task.  

  4.   Calculate your scores using the directions.  

  5.   Interpret your score.  

  6.   Participate in a class discussion.      

 Wilderness Survival Worksheet  

  Directions:  Here are 12 questions concerning per-

sonal survival in a wilderness situation. Your first 

task is to  individually  select the best of  the three al-

ternatives given under each item. Try to imagine 

yourself  in the situation depicted. Assume that you 

are alone and have a minimum of equipment, except 

where specified. The season is fall. The days are 

warm and dry, but the nights are cold. 

   After you have completed the task individually, 

you will again consider each question as a member 

of a small group. Both the individual and group so-

lutions will later be compared with the “correct” an-

swers provided by a group of  naturalists who 

conduct classes in woodland survival. 

 Exercise 

  Exercise 14.2:   Group Decision Making   

Sources: Wilderness Survival is reprinted from: J. William Pfeiffer and 

John E. Jones, eds., 1976 Annual Handbook for Group Facilitators (San 

Diego, CA: University Associates, Inc., 1976). Used with permission. 

The Group Effectiveness Checklist is based on the ideas presented in 

I.L. Janis, “Groupthink,” Psychology Today, November 1971. N.R.F. 

Maier, “Assets and Liabilities in Group Problem Solving: The Need for 

an Integrative Function,” Psychological Review 74 (1967), pp. 239–49.

 Your  Your Group’s

 Answer  Answer

 (a, b, or c) (a, b, or c)

 1. You have strayed from your party in trackless timber. You have no 

special signaling equipment. The best way to attempt to contact your 

friends is to:  

a. Call for “help” loudly but in a low register.

b. Yell or scream as loud as you can.

c. Whistle loudly and shrilly.

 2. You are in “snake country.” Your best action to avoid snakes is to:  

a. Make a lot of noise with your feet.

b. Walk softly and quietly.

c. Travel at night.

 3. You are hungry and lost in wild country. The best rule for determining 

which plants are safe to eat (those you do not recognize) is to:  

a. Try anything you see the birds eat.

b. Eat anything except plants with bright red berries.

c. Put a bit of the plant on your lower lip for five minutes; 

 if it seems all right, try a little more.
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 4. The day becomes dry and hot. You have a full canteen of water (about 

one liter) with you. You should:  

a. Ration it—about a capful a day.

b. Not drink until you stop for the night, then drink what you think you need.

c. Drink as much as you think you need when you need it.

 5. Your water is gone; you become very thirsty. You finally come to a 

dried-up watercourse. Your best chance of finding water is to:  

a. Dig anywhere in the streambed.

b. Dig up plant and tree roots near the bank.

c. Dig in the streambed at the outside of a bend.

 6. You decide to walk out of the wild country by following a series of 

ravines where a water supply is available. Night is coming on. The best 

place to make camp is:  

a. Next to the water supply in the ravine.

b. High on a ridge.

c. Midway up the slope.  

 7. Your flashlight glows dimly as you are about to make your way back 

to your campsite after a brief foraging trip. Darkness comes quickly in 

the woods and the surroundings seem unfamiliar. You should:  

a. Head back at once, keeping the light on, hoping the light will glow enough 

 for you to make out landmarks.

b. Put the batteries under your armpits to warm them, and then replace 

 them in the flashlight.

c. Shine your light for a few seconds, try to get the scene in your mind, 

 move out in the darkness, and repeat the process.

 8. An early snow confines you to your small tent. You doze with your small 

stove going. There is danger if the flame is:  

a. Yellow.

b. Blue.

c. Red.

 9. You must ford a river that has a strong current, large rocks, and 

some white water. After carefully selecting your crossing spot, you should:  

a. Leave your boots and pack on.

b. Take your boots and pack off.

c. Take off your pack, but leave your boots on.  

10. In waist-deep water with a strong current, when crossing 

the stream, you should face:  

a. Upstream.

b. Across the stream.

c. Downstream.

11. You find yourself rimrocked; your only route is up. The way is 

mossy, slippery rock. You should try it:  

a. Barefoot.

b. With boots on.

c. In stocking feet.

12. Unarmed and unsuspecting, you surprise a large bear prowling 

around your campsite. As the bear rears up about 10 meters from 

you, you should:  

a. Run.

b. Climb the nearest tree.

c. Freeze, but be ready to back away slowly.

Compare your answers to the “expert answers.”  

  Number Number

  Correct Correct

  (individual) (group)   
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 Wilderness Survival Group 
Consensus Task  

  Directions:  You have just completed an individual so-

lution to Wilderness Survival. Now your small group 

will decide on a group solution to the same dilemmas. 

    Expert Answers  

 Below are the recommended courses of  action for 

the scenarios on the Wilderness Survival Work-

sheet. These responses are considered to be the 

best rules of  thumb for most situations; specific 

situations, however, might require other courses of 

action.

    1.   (a)  Call “Help” loudly but in a low tone . Low tones 

carry farther, especially in dense woodland.  

   2.   (a)  Make a lot of noise with your feet . Snakes do 

not like people and will usually do everything 

they can to get out of the way.  

   3.   (c)  Put a bit of the plant on your lower lip for five 

minutes; if it seems all right, try a little . The best 

approach, of  course, is to eat only those plants 

that you recognize as safe. But when you are in 

doubt and very hungry, you may use the lip test. 

If  the plant is poisonous, you will get a very 

 unpleasant sensation on your lip.  

   4.   (c)  Drink as much as you think you need when 

you need it . The danger here is dehydration, and 

once the process starts, your liter of  water will 

not do much to reverse it.  

   5.   (c)  Dig in the streambed at the outside of a bend . 

This is the part of the river or stream that flows 

the fastest, is less silted, deepest, and the last 

part to go dry.  

   6.   (c)  Midway up the slope . A sudden rainstorm 

might turn the ravine into a raging torrent. The 

ridgeline increases your exposure to rain, wind, 

and lightning should a storm break. The best 

location is on the slope.  

A decision by consensus is difficult to attain, and not 

every decision may meet with everyone’s unqualified 

approval. However, there should be a general feeling 

of support from all members before a group decision 

is made. Do not change your individual answers, even 

if you change your mind in the group discussion. 

   7.   (b)  Put the batteries under your armpits to warm 

them, and then replace them in the flashlight . 

Flashlight batteries lose much of  their power, 

and weak batteries run down faster, in the cold. 

Warming the batteries, especially if  they are 

 already weak, will restore them for a while.  

   8.   (a)  Yellow . A yellow flame indicates incomplete 

combustion and a strong possibility of  carbon 

monoxide buildup. This can be deadly.  

   9.   (a)  Leave your boots and pack on . Sharp rocks or 

uneven footing demand that you keep your 

boots on. If  your pack is fairly well balanced, 

wearing it will provide you the most stability in 

the swift current.  

  10.   (b)  Across the stream . Facing upstream is the 

worst alternative; the current could push you 

back, and your pack would provide the unbal-

ance to pull you over. You have the best stability 

facing across the stream, keeping your eye on 

the exit point on the opposite bank.  

  11.   (c)  In stocking feet . Here you can pick your route 

to some degree, and you can feel where you are 

stepping. Normal hiking boots become slippery, 

and going barefooted offers your feet no protec-

tion at all.  

  12.   (c)  Freeze, but be ready to back away slowly . Sud-

den movement will probably startle the bear a 

lot more than your presence. If the bear is seek-

ing some of your food, do not argue; let the bear 

forage and be gone. Otherwise, back very slowly 

toward some refuge (trees, rock outcrop, etc.). 

       Source:  Adapted from Jack Gordon, ed.  Pfeiffer’s Classic Activities 

for Building Better Teams  (New York: John Wiley & Sons, 2003).   

Outcome Group 1 Group 2 Group 3

Range of individual scores (low–high)

Average of individual scores

Group score
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 The mood at the April 29, 2009, Bank of  America 

(B of  A) shareholder meeting was tense. Stock 

prices had plummeted from a high of  over $52 in 

2006 to a close the previous day of  $8.15. Although 

there was some consolation in that the stock was 

recovering from its recent low of $2.53, the realiza-

tion that even with this bounce, the bank’s stock 

had lost 85 percent of  its value left little room for 

celebration. While some of  the poor performance 

could be blamed on the economy as a whole, the 

Dow Jones Average was down much less at 33 per-

cent; as a result, shareholders were increasingly 

looking at the actions of  management and ques-

tioning their wisdom. 

   By the time of the meeting, B of A had received 

approximately $45 billion in funding from the U.S. 

government’s Troubled Asset Relief  Program 

(TARP). This huge cash influx was initially justified 

by the government as needed to stabilize this bank 

that was deemed too big to be allowed to fail. The 

most recent installment of  $20 billion was seen as 

protecting the earlier investments of $25 billion. In 

exchange for the TARP funding, B of A issued shares 

of preferred stock to the government and dramati-

cally cut its dividend to the owners of common stock 

from what had been 64 cents a share in 2008 to one 

cent a share. While the decisions that led to the near 

collapse of the bank had shareholders upset, recent 

revelations concerning the bank’s merger with  Merrill 

Lynch (ML) had focused their anger. 

   The previous September, the same month that 

brokerage house Lehman Brothers filed for bank-

ruptcy and mortgage giants Fannie Mae and Freddie 

Mac were taken over by the government, the Treasury 

Department intensely negotiated a weekend deal for 

B of  A to purchase troubled ML. The government 

justified this aggressive and rapid move as needed to 

stop a potential for multiple failures in the banking 

sector; and B of  A, with Treasury assurances of 

 support, complied with the government’s strategy. 

After the negotiation, B of A CEO Kenneth Lewis, 

seeing a continuing decline of ML’s value, attempted 

to exercise a negotiated right to opt out of the deal. 

Lewis claims when he did so Treasury Secretary 

Henry Paulson told him pursuing that  option would 

cause the Treasury to move to remove the board and 

the management of the company. Lewis also claimed 

that Fed Chairman Ben Bernanke and Paulson 

 insisted that ML’s losses (which grew to $15 billion) 

be kept from the public. 

   Not surprisingly, the Treasury and Federal 

 Reserve recount a different version of these conver-

sations. These agencies admit to seeing an urgent 

need to save ML from collapse but claim not to have 

threatened Lewis with his job or insisted on secrecy. 

The government’s position was that they advised 

Lewis that the escape clause was not applicable and 

that an attempt to exercise it or pronouncements re-

garding ML would simply hurt the value of B of A. 

   Regardless of  what was actually said in these 

high-level conversations, Lewis agreed to a deal that 

he knew was damaging to shareholders in order to 

help the government save the financial system. It ap-

pears that Lewis was confronted with at least three 

competing outcomes: protect shareholder wealth; 

protect the financial system in general, which no 

doubt would have a negative impact on B of A if  it 

failed; and appease powerful government officials. 

   Adding to the issue were concerns over ML’s 

questionable expenditures before the acquisition. 

Even though ML was losing billions of  dollars, it 

was only after pressure from the New York Attorney 

General that the company dropped $200 million in 

bonuses to three top executives. Perhaps showing 

the ultimate disconnect from the reality of the firm’s 

situation, the former ML CEO spent $1.22 million 

redecorating his office. Included in the CEO’s new 

office were a rug valued at $87,784 and a $35,115 

commode. These acts suggest significant flaws in the 

decision-making processes of  the ML leadership. 

While the public was upset with ML for its excesses, 

B of  A shareholders were dumbfounded as to why 

their company saved them. 

   Angered by Lewis’s actions, a large and organized 

group of shareholders promised to make the annual 

meeting exciting and vote out the entire board. The 

bank also prepared for the meeting by hiring two 

“proxy solicitors” to help canvass the votes in their 

favor and by making statements that the ML deal 

would be good for shareholders in the long run. 

 Case 

 Case 14.1: Bank of America CEO under Pressure 



438 Part Four Organizational Processes

   More than 2,000 people attended the meeting. 

Numerous shareholders stood up and demanded the 

dismissal of  Lewis, accusing him of  using poor 

judgment and only trying to save his job, essentially 

placing his own interests before those of  the share-

holders. Lewis also had his supporters at the meet-

ing expounding on how his leadership had saved the 

bank and perhaps the country. Rarely is such con-

frontation seen at shareholder meetings; the election 

for the board was so close that the votes required 

multiple counts. At the end of  the day, Lewis had 

won reelection to the position of  CEO but was 

forced to step down as chairman of  the board. As 

financial pundits analyzed the election results, mul-

tiple interpretations emerged. One view of the elec-

tion was that Lewis was still firmly in charge of the 

bank as his replacement as chairman was a board 

insider. Others saw this split in responsibility as a 

precursor to Lewis’s departure.  

     Questions  

  1.   B of A CEO Kenneth Lewis, in approving the ML 

acquisition, made a decision that many believed 

was not in the best interest of the bank. Critique 

the decision to go ahead with the ML acquisition. 

What would you have done?  

  2.   Hired to help turn around a failing company, 

ML’s CEO spent over $1 million redecorating his 

office. What decision-making errors do you sus-

pect occurred in that situation and what may have 

prevented them?  

  3.   What ethical concerns do you have regarding the 

events of  the case? How might the decision-

making processes have been modified to avoid 

these issues?  

     Sources: Written by Dr. Michael Dutch, Greensboro College, 

Greensboro, North Carolina (2009). Adapted from “Blundering Herd: 

Dark Days at Merrill Lynch,” Guardian.co.uk,  http://www.guardian.

co.uk/business/2009/apr/28/merrill-lynch-banking  (accessed April 20, 

2009); Pallavi Gogoi and Barbara Hagenbaugh, “Bank of America 

Gets $20B from Government,”  USA Today , January 16, 2009; Pallavi 

Gogoi, “Lewis: B of A Pushed to Merrill Deal,”  USA Today , April 24, 

2009; Christina Rexrode, “Key Vote at BofA Stirs Up Hostility,”  The 

Charlotte Observer , April 26, 2009; Jonathan Stempel, “UPDATE 9-B 

of A’s Lewis Ousted as Board Chairman, Stays as CEO,”  Forbes.com , 

 www.forbes.com/feeds/afx/2009/04/29/afx6358265.html  (accessed 

April 30, 2009).                      
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 Leadership   
 Learning Objectives 

 After completing Chapter 15, you should be able to: 

  •   Define  the term  leadership . 

  •   Discuss  the trait approach to leadership. 

  •   Describe  two major behavior approaches to 

leadership. 

  •   Explain  what situational approaches are 

and describe several significant ones. 

  •   Identify  a number of substitutes for 

 leadership.    

   C H A P T E R  F I F T E E N 

 Leadership has been a topic of  interest, speculation, and debate since the time of 

Plato. In organizations around the world, from massive conglomerates to small cus-

tom fabrication shops, the same lament emerges: Where are the leaders? Who are the 

best leaders? What are the attributes of the best leaders? The measure of effectiveness 

of leading that no one is tired of reading and reflecting about is  results achieved . 1  

 During the study of history we have learned a great deal about what leadership is—

and about what it isn’t. Despite all the thousands of studies that have been conducted, 

however, there is still a great deal we do not know. In this chapter we will examine 

some of what we do know about leadership. We will provide a concise historical and 

contemporary overview of  leadership, and we will focus on some very current and 

emerging leadership concepts and consider applications that provide value. 

 While a great many aspects of leadership have been studied, most organizational re-

searchers and behavioral scientists have focused on two important leadership issues: 

(1) why some organizational members become leaders while others do not, and (2) why 

some leaders are successful while others are not. Both these issues are thought to be impor-

tant because leadership is so vital and energizing. It has been suggested that when groups, 

teams, or organizations are successful, their leadership receives too much credit, and 

when they fail their leadership gets too much of the blame. Nonetheless, leaders do make 

a difference, and leadership is a critical variable in shaping organizational effectiveness.  

 What Is Leadership?  

 With so much interest in leadership, it might be assumed that everyone is in general agree-

ment about what constitutes leadership. Such is not the case, as can clearly be seen in the 

diversity of whom we consider to be leaders. A 2009  Time  magazine poll of the “100 

most influential people” in the world included: Barack Obama, Chesley (“Sully”) 

 Sullenberger, Hillary Clinton, Rush Limbaugh, Oprah Winfrey, Ted Turner, and Ted 

Kennedy. 2  These individuals operate in distinct environments and toward divergent ob-

jectives. While most would agree that they are leaders, what leads to their success may not 

be as clear. Can one precisely define what allowed Ted Kennedy to be elected eight times 

to the U.S. Senate? If he had switched places with Ted Turner, would those same charac-

teristics and traits have led him to comparable successes in the global media industry?  
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Reality Check

How much do you know about leadership?

1. The  theory of leadership attempts to identify specific characteristics (physical, 

mental, personality) associated with leadership success.

a. whole person

b. trait

c. behavioral

d. characteristics

2. The situational or contingency model that has been the most influential in stimulating research is 

that of .

a. Drucker

b. Maslow

c. Fiedler

d. Likert

3. Vroom and Yetton developed a leadership  model.

a. internal

b. structural

c. decision-making

d. charismatic

4.  is a behavioral approach to leadership characterized by friendship, mutual trust, 

respect, warmth, and rapport between the leader and followers.

a. Initiating structure

b. Transformation

c. Task structure

d. Consideration

5. The leader behavior that helps clarify for subordinates the kind of behavior most likely to result in 

accomplishing goals is called .

a. matriculation

b. path clarification

c. leadership style

d. quotient mix

     Leadership qualities important in one situation may be different from those required 

in another. 3  It is unlikely that any of the individuals on the 100 most influential list 

would be equally successful in another’s context or industry. Leadership does not take 

place in a vacuum. Every leader must deal with three important variables: the people 

who are being led, the task that the people are performing, and the environment in 

which the people and the task exist. Because these three variables are different in every 

situation, what is expected and needed from a leader will be different in every situation. 

   The fact that leaders and leadership situations differ has led to numerous leadership 

definitions. Some definitions of leadership are based on leader characteristics, some on 

leader behaviors, still others on outcomes or end results. A definition of leadership 

needs to be sufficiently broad to accommodate different theories, research findings, and 

applications. We define    leadership    as the process of influencing others to facilitate the 

attainment of organizationally relevant goals. 4  Note that as specified by this definition 

you do not have to be in a formal leadership position to exert leadership behavior. The 

role of informal leader can be every bit as important to a group’s success as is that of 

the formal leader. 

      leadership  
 Using influence in an 

organizational setting 

or situation, producing 

effects that are mean-

ingful and have a direct 

impact on accomplish-

ing challenging goals.     
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   Differences in definitions, leadership expectations, and the three significant vari-

ables that are a part of  all leadership situations (people, task, environment) notwith-

standing, there are some leadership commonalities. For example, Warren Bennis, who 

has devoted decades to researching leadership issues, 5  concludes that virtually all lead-

ers of effective groups share four characteristics:

   1.   They provide direction and meaning to the people they are leading. This means 

they remind people what is important and why what they are doing makes an 

 important difference.  

   2.   They generate trust.  

   3.   They favor action and risk taking. That is, they are proactive and willing to risk 

failing in order to succeed.  

   4.   They are purveyors of hope. In both tangible and symbolic ways they reinforce the 

notion that success will be attained. 6     

   The Organizational Encounter on page 442 illustrates that the most unlikely person 

can display leadership. As the Encounter illustrates, some individuals obviously possess 

characteristics that are so attractive to others that they are considered leaders.  

 Is Leadership Important? 

 Leaders such as SAS’s Jim Goodnight can make a difference in end results in catego-

ries such as performance, goal attainment, and individual growth and development. 

However, the specific behavior and the processes used by leaders to make such a differ-

ence are somewhat ambiguous. 

   Empirical evidence of the magnitude of the effects of leadership on performance is 

modest. Several reasons have been cited to explain these modest effects. 7  First, those 

selected as leaders are similar in background, experience, and qualifications. The simi-

larity across selected individuals reduces the range of characteristics exhibited by lead-

ers. Second, leaders at even the highest levels do not have unilateral control over 

resources. Major decisions require approval, review, and the use of modifications sug-

gested by others. Third, many factors cannot be controlled by a leader. Labor markets, 

environmental factors, and policies are often outside a leader’s direct control. External 

factors may be overwhelming and uncontrollable, no matter how astute, insightful, 

and influential a leader may be. 

   Over the years researchers have continued to find only a modest effect of leadership 

on performance. One study of 167 firms in 13 industries over a 20-year period found 

that the administration factor (i.e., a combination of  leadership and managership) 

had a limited effect on sales, profits, and profit margins. 8  Reanalysis of the same data 

found that leadership accounted for more variance in performance than did many of 

the other variables studied, but most of the variance is unexplained. 9  

   Manz and Sims have clearly pointed out another wave of  thinking that empha-

sizes the replacement of  “bosses” with teams of  employees who serve as their own 

bosses. 10  The concept has been labeled variously as  self-managing teams, empower-

ment teams,  and  autonomous work groups . The teams described by Sims and Manz 

may not have bosses, but they do have leaders. As these organizational researchers 

state, “No successful team is without leadership.” Manz and Sims have described 

“superleaders,” individuals who lead others to lead themselves to higher levels of 

performance. Team leaders sometimes emerge or are sometimes appointed. They 

can be called coordinators, facilitators, or coaches. They exert influence from a position 

of respect or expertise that is accepted by the other team members. The Organizational 
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Encounter “Growing Leaders” shows that some companies work hard at grooming 

leaders for the future.  

    Trait Approaches 

 Thinking and discussion about leadership have evolved over the years from a trait-

based approach to the concept of teams without bosses. To understand this evolution 

in views of leadership, it is helpful to trace the historical foundations, some considered 

today to be rather simplistic and some so complex that practitioners now find little 

value in them. 

   Much of  the early discussion and research on leadership focused on identifying 

intellectual, emotional, physical, and other personal traits of  effective leaders. This 

approach assumed that a finite number of individual traits of  effective leaders could 

be found. To a significant extent, the personnel testing component of scientific man-

agement supported the    trait theory of leadership   . 11  In addition to being studied by test-

ing, the traits of  leaders have been examined by observation of  behavior in group 

situations, by choice of associates (voting), by nomination or rating by observers, and 

by analysis of biographical data. 

  Intelligence 

 In a review of 33 studies, Ralph Stogdill found that leaders were more intelligent than 

followers. 12  One significant finding, however, was that extreme intelligence differences 

between leaders and followers might be dysfunctional. For example, a leader with a 

relatively high IQ attempting to influence a group whose members have average IQs 

may be unable to understand why the members don’t comprehend the problem. In 

addition, such a leader may have difficulty communicating ideas and policies. A 2007 

study examined the relationship between leader ability and IQ in a population of 

      trait theory of 

leadership  
 An attempt to identify 

specific characteristics 

(physical, mental, per-

sonality) associated 

with leadership suc-

cess. The theory relies 

on research that relates 

various traits to certain 

success criteria.     

O R G A N I Z A T I O N A L  E N C O U N T E R

LEADERSHIP HAS NO AGE LIMITS
While many high school seniors spend their spare time wondering 

who will be their prom date or who will win the next school sporting 

event, Michael Sessions had bigger things on his mind. Turning 

18 years old in his senior year in high school, Michael decided he 

wanted to be mayor of his hometown, Hillsdale, Michigan, a com-

munity of 8,200 residents 85 miles outside of Detroit. Not able to be 

listed on the ballot because he was too young at the time of the fil-

ing deadline, he launched a write-in campaign against the unop-

posed incumbent. He used $700 of his savings as campaign funds 

and went door-to-door trying to meet as many people as possible. 

Although he had recently lost the election to become his class vice 

president, Michael beat the 51-year-old incumbent for the position 

of mayor by a margin of two votes. While the position is largely cer-

emonial, Michael is responsible for running city council meetings 

and making city commission appointments. Hillsdale High School 

government and economics teacher Steven Brower described 

 Michael as a go-getter who approached the race for mayor as if he 

were running for president of the United States. Asked why he ran, 

Michael told ABC News that he wanted to make a difference.

Michael has kept his campaign promises and added an ad-

ditional full-time firefighter and made City Hall a friendlier and 

more service-oriented organization. However, Michael’s ten-

ure as mayor has not been without controversy. He has been 

involved with the dismissal of the longtime city manager and 

survived a recall election due to a misdemeanor conviction re-

lated to the sending of disparaging e-mails about his former 

friend and campaign manager. Michael has decided not to 

seek reelection as he is unsure where his post-college career 

will take him.

Sources: “College-Student Mayor Not Seeking Re-Election,” Newsmax. 

com, www.newsmax.com/us/teen_mayor/2009/04/14/202964.html 

(accessed April 14, 2009); Korie Wilkins, “Young Mayor Emerges 

Wiser: Hillsdale’s Michael Sessions, 20, Beats Cancer, Recall Effort,” 

WZZM13.com, October 15, 2007, www.wzzm13.com/news/news_article.

aspx?storyid = 82273; Wendy Koch, “‘Go-Getter,’ 18, Ousts Mayor in 

Michigan,” USAToday.com, November 9, 2005, www.usatoday.com/

news/nation/2005-11-09-kid-mayor_x.htm; and Brian Wise and Jen 

Brown, “High School Senior Elected Mayor of Mich. Town,” ABC News, 

 November 9, 2005, http://abcnews.go.com/GMA/story?id = 1296769.
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 police officers and suggested that although IQ is important for leaders, emotional 

intelligence (covered in Chapter 4) is a better predictor of  leadership ability in certain 

contexts. 13    

 Personality 

 Edwin Ghiselli reported several personality traits associated with leader effective-

ness. 14  He found that the ability to initiate action independently was related to the 

respondent’s level in the organization. The higher the person went in the organiza-

tion, the more important this trait became. Ghiselli also found that self-assurance 

was related to hierarchical position in the organization. Finally, he found that per-

sons who exhibited individuality were the most effective leaders. Studies continue to 

find a relation between personality characteristics and leader effectiveness. A recent 

study looked at the “Big Five” personality traits along with leader self-efficacy (the 

belief  in one’s potential for success) and several perceived job characteristics. The 

study confirmed a relation between personality characteristics and leadership as-

sessments; most notable was a strong relationship between leader self-efficacy and 

leader performance. 15   

    Physical Characteristics 

 Studies of  the relationship between effective leadership and physical characteristics 

such as age, height, weight, and appearance provide contradictory results. Being taller 

and heavier than the group average is certainly not advantageous for achieving a leader 

position. However, some organizations believe a physically large person is needed to 

secure compliance from followers. This notion relies heavily on coercive power. None-

theless, Truman, Gandhi, Napoleon, and Stalin are examples of individuals of small 

stature who rose to powerful leadership positions. Even when the use of  physical at-

tributes was being promoted as a principal technique to select leaders, the method was 

questioned. A 1944 book on selection stated, “Do not fall into the error of  judging 

character from facial or other physical characteristics,” advocating instead other, more 

“scientific” approaches. 16  While this 65-year-old advice is generally taken today as 

O R G A N I Z A T I O N A L  E N C O U N T E R

GROWING LEADERS

George Buckley, CEO of 3M, was recently quoted as saying, “I’d 

sooner own a fish farm than be reliant on catching a few.” Of 

course, Buckley wasn’t talking about fish but rather how 3M pre-

fers internal development of leaders over external recruitment to 

fill its ranks. Developing leaders is seen as an investment at 3M. 

Buckley realizes that some of the leaders he “raises” will likely 

end up with other organizations, but the increased availability of 

internal talent for those who stay makes the effort well worth it.

Buckley’s approach to leader development is simple. He 

states, “There is a difference between a leader and a manager. A 

leader is as much about inspiration as anything else. A manager 

is more about process. We try to mix both into our development. 

In the end, maybe you can’t plant leadership in a person, but you 

certainly can enhance it in a person.” The company’s methods 

must be working, as it was named by the Hay Group and Chief 

Executive magazine as the “Best Company for Leaders.”

More than 1,000 firms headquartered in 89 countries were 

considered in the Hay Group/Chief Executive study. Obtaining the 

No. 1 spot on this list was no easy task; 3M narrowly edged out 

Procter & Gamble and General Electric for first place on the list 

of the best companies for leaders. Other notable companies on 

the list included Coca-Cola, Southwest Airlines, and PepsiCo.

Does growing your own leadership talent have any real benefit? 

Perhaps it’s not a coincidence that 3M was also listed by Fortune

magazine as one of the top 20 most admired companies in the world.

Sources: Adapted from Del Jones, “3M CEO Emphasizes Importance of 

Leaders,” USA Today, May 18, 2009; J.P. Donlon, “Best Companies for 

Leaders,” Chief Executive, February 2009; and Geoff Colvin, “The World’s 

Most Admired Companies 2009,” Fortune, March 16, 2009.
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true, our understanding of scientific approaches has evolved to the extent that it may 

be questioned. In a study using pictures of company CEOs, subjects’ facial evaluations 

of CEOs were found to be related to company performance. 17  This study suggests the 

need for further research on the relationship between physical appearance and leader-

ship outcomes.   

 Supervisory Ability 

 Using the leaders’ performance ratings, Ghiselli found a positive relationship between 

supervisory ability and level in the organizational hierarchy. 18  The supervisor’s ability 

is defined as the “effective utilization of  whatever supervisory practices are indicated 

by the particular requirements of  the situation.” 19  Once again, a valid measurement 

of  the concept is needed—and finding such precision is still a difficult problem to 

resolve. 

  Exhibit 15.1  summarizes a number of the most researched traits of  leaders (traits 

found most likely to characterize successful leaders). Some studies have reported that 

these traits contribute to leadership success. However, leadership success is neither 

primarily nor completely a function of these or other traits. 

 Although in some studies traits such as those in Exhibit 15.1 have differentiated 

effective from ineffective leaders, research findings are still contradictory for a num-

ber of  possible reasons. First, the list of  potentially important traits is endless. 

 Every year, new traits—such as the sign under which a person is born, handwriting 

style, and order of  birth—are added to personality, physical characteristics, and 

intelligence. This continual “adding on” results in more confusion among those 

interested in identifying leadership traits. Second, trait test scores aren’t consis-

tently predictive of  leader effectiveness. Leadership traits don’t operate singly to 

influence followers, but act in combination. This interaction influences the leader–

follower relationship. Third, patterns of  effective behavior depend largely on the 

situation: Leadership behavior that’s effective in a bank may be ineffective in a lab-

oratory. Finally, the trait approach fails to provide insight into what the effective 

leader does on the job. Observations are needed that describe the behavior of  effec-

tive and ineffective leaders.   

   Despite its shortcomings, the trait approach is not completely invalid. Kirkpat-

rick and Locke found evidence that effective leaders are different from other peo-

ple. 20  Their review of  the literature suggests that drive, motivation, ambition, 

honesty, integrity, and self-confidence are key leadership traits. Kirkpatrick and 

Locke believe that leaders don’t have to be great intellects to succeed. However, 

leaders do need to have the “right stuff” or right traits to have a good chance to be 

effective.    

EXHIBIT 15.1
Traits Associated 

with Leadership 

Effectiveness

Source: Adapted from 

 Bernard M. Bass, Stogdill’s 

Handbook of Leadership 

(New York: Free Press, 1982), 

pp. 75–76.

Intelligence Personality Abilities

Judgment Adaptability Ability to enlist cooperation

Decisiveness Alertness Cooperativeness

Knowledge Creativity Popularity and prestige

Fluency of speech Personal integrity Sociability (interpersonal skills)

 Self-confidence Social participation

 Emotional balance and control Tact, diplomacy

 Independence (nonconformity)
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 Behavioral Approaches  

 In the 1940s, researchers began to explore the notion that how a person acts deter-

mines that person’s leadership effectiveness. Instead of  searching for traits, these 

 researchers examined leader  behaviors  and their impact on 

the performance and satisfaction of followers.  

   Job-Centered and Employee-Centered Leadership 

 In 1947, Rensis Likert began studying how best to manage 

the efforts of  individuals to achieve desired performance 

and satisfaction objectives. The purpose of most leadership 

research by the Likert-inspired team at the University of 

Michigan was to discover the principles and methods of 

 effective leadership. The effectiveness criteria used in many 

of the studies included:

     Productivity per work hour, or other similar measures 

of the organization’s success in achieving its production 

goals.  

    Job satisfaction of members of the organization.  

    Turnover, absenteeism, and grievance rates.  

    Costs.  

    Scrap loss.  

    Employee and managerial motivation.    

   Studies were conducted in a wide variety of  organiza-

tions: chemical, electronics, food, heavy machinery, insur-

ance, petroleum, public utilities, hospitals, banks, and 

government agencies. Data were obtained from thousands 

of  employees doing different job tasks, ranging from un-

skilled work to highly skilled research and development 

work. 

   Through interviewing leaders and followers, researchers identified two distinct 

styles of  leadership, referred to as  job-centered  and  employee-centered . The    job-

centered leader    focuses on completing the task and uses close supervision so that 

subordinates perform their tasks using specified procedures. 

   The    employee-centered leader    focuses on the people doing the work and believes in 

delegating decision making and aiding employees in satisfying their needs by creating 

a supportive work environment. The employee-centered leader is concerned with fol-

lowers’ personal advancement, growth, and achievement. Such leaders emphasize in-

dividual and group development with the expectation that effective work performance 

will naturally follow.       

       Initiating Structure and Consideration 

 One of the more significant leadership research programs that developed after World 

War II was led by Edwin Fleishman and his associates at The Ohio State University. This 

important research program yielded a two-factor theory of  leadership. 21  A series of 

studies isolated two leadership factors, referred to as  initiating structure  and  consideration . 

        job-centered leader  
 Focuses on encouraging 

employees to complete 

the task and uses close 

supervision so that indi-

viduals perform their 

tasks using acceptable 

and timely procedures.     

  employee-centered 

leader  
 Focuses on having peo-

ple complete the work 

and believes in delegat-

ing decision making 

and aiding employees 

in satisfying their needs 

by creating a support-

ive work environment. 

INCREASING EMPLOYEE-CENTERED 

BEHAVIORS

Managers can increase employee-centered be-

haviors in a variety of ways. Some possibilities 

include:

1. Whenever possible, use rewards rather 

than punishments for reinforcing and 

modifying subordinate behaviors.

2. Keep lines of communication open at all 

times. Share information in a manner that 

contributes to building and maintaining trust.

3. Listen. Employees want to feel that what 

they have to say matters.

4. Try to obtain positive outcomes for 

subordinates (e.g., special bonuses, 

attractive work assignments, time off).

5. Provide opportunities when possible for 

employees to accomplish personal career 

objectives.

6. Don’t be afraid to admit mistakes. It not only 

demonstrates to employees that you are 

human, but it also adds to creating a more 

supportive environment.

Management Pointer
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   Initiating structure    designates behavior in which the leader organizes and defines the 

relationships in the group, tends to establish well-defined patterns and channels of 

communication, and spells out ways of  getting the job done. The leader with a high 

initiating structure tendency focuses on goals and results.    Consideration    involves be-

havior indicating friendship, mutual trust, respect, warmth, and rapport between the 

leader and the followers. The leader with a high consideration overview supports open 

communication and participation. 

   These dimensions are measured by two separate questionnaires. The Leadership 

Opinion Questionnaire (LOQ) assesses how leaders think they behave in leadership 

roles. The Leader Behavior Description Questionnaire (LBDQ) measures perceptions 

of subordinates, peers, or superiors. 

   The original premise suggested by the Ohio State researchers was that a high degree 

of consideration and a high degree of initiating structure (high–high) was most desir-

able. Since the original research was undertaken to develop the questionnaire, there have 

been numerous studies of the relationship between these two leadership dimensions and 

various effectiveness criteria. In a study at International Harvester, researchers began to 

find some more complicated interactions of the two dimensions. Supervisors who scored 

high on initiating structure not only had high proficiency ratings from superiors but also 

had more employee grievances. A high consideration score was related to lower profi-

ciency ratings and lower absences. 22  A recent review of the literature found that initiating 

structure was consistently associated with leader and group performance, and consider-

ation was associated with follower satisfaction, motivation, and leader effectiveness. 23  

   The OSU personal–behavioral theory has been criticized for simplicity (e.g., only 

two dimensions of leadership), lack of generalizability, and reliance on questionnaire 

responses to measure leadership effectiveness. Organizational researchers have cau-

tioned against reliance on questionnaire measures of leadership-initiating factors. One 

convincing argument is that when raters know about a leader’s performance, their rat-

ings of her behavior may be substantially distorted. Hence, correlations between past 

performance and rated behavior may reflect performance-induced distortions in be-

havioral ratings as well as real causal effects of past behavior on performance. 24    

 Why Trait and Behavioral Approaches Fall Short 

 Both trait and behavioral approaches to leadership have helped us better understand the 

dynamics of leadership situations. Trait approaches consider personal characteristics 

of the leader that may be important in achieving success in a leadership role. There is 

no doubt that certain characteristics may be helpful—even essential—in some  situations. 

These same characteristics, however, may be unimportant—even detrimental—in other 

situations. Similarly, the behavioral approaches attempt to specify which kinds of 

leader behaviors are necessary for effective leadership. And here again there is no 

doubt that certain behaviors may be important in some situations, but may be irrelevant 

or damaging in others. Initiating-structure behaviors on the part of  the leader, for 

 example, may be critical to successful task completion in some situations; in others, 

where workers know exactly what needs to be done, such behaviors may detract from 

employee performance and satisfaction. 

   At the start of the chapter we suggested that leaders needed to deal with three im-

portant variables: the people being led, the task being performed, and the environ-

ment in which the work was occurring. Trait and behavior approaches fail to consider 

this interaction among people, tasks, and environments. All three variables are an im-

portant part of the leadership situation, yet trait and behavior approaches ignore task 

and environment considerations.     

      initiating structure  
 Designates behavior in 

which the leader orga-

nizes and defines the 

relationships in the 

group, tends to estab-

lish well-defined pat-

terns and channels of 

communication, and 

spells out ways of 

 getting the job done.     

      consideration  
 Involves behavior 

 indicating friendship, 

mutual trust, respect, 

warmth, and rapport 

between the leader and 

the followers.     
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 Situational Approaches  

 When the search for the “best” set of traits or behaviors failed to discover an effective 

leadership mix and style for all situations, situational theories of  leadership evolved 

that suggest leadership effectiveness is a function of various aspects of the leadership 

 situation . A number of  situational approaches have been proposed and studied. We 

will examine several of the more significant ones. 

   Only after inconclusive and contradictory results evolved from much of the early 

trait and behavior research was the importance of the situation studied more closely 

by those interested in leadership. As the importance of  situational factors became 

more recognized, leadership research became more systematic, and situational models 

of leadership began to appear in the literature. Each model has its advocates, and each 

attempts to identify the leader behaviors most appropriate for a series of  leadership 

situations. Also, each model attempts to identify the leader-situation patterns or inter-

actions for effective leadership.  

 Fiedler’s Contingency Leadership Model 

 The contingency model of  leadership effectiveness was developed by Fiedler 25  and 

postulates that the performance of  groups is dependent on the interaction between 

leadership style and situational favorableness. Leadership style is measured by the 

 Least-Preferred Coworker Scale  (LPC), an instrument developed by Fiedler that as-

sesses the degree of  positive or negative feelings held by a person toward someone 

with whom he or she least prefers to work. Low scores on the LPC are thought to re-

flect a  task-oriented , or controlling, structuring leadership style. High scores are asso-

ciated with a  relationship-oriented , or passive, considerate leadership. 

   Fiedler proposes three factors that determine how favorable a leader’s environment 

is, or what is designated the degree of  situational favorableness.    Leader–member 

 relations    refers to the degree of confidence, trust, and respect the followers have in their 

leader. This is the most important factor.    Task structure    is the second most important 

factor and refers to the extent to which the tasks the followers are engaged in are 

structured. That is, is it clearly specified and known what followers are supposed to 

do, how they are to do it, when and in what sequence it is to be done, and what deci-

sion options they have (high structure)? Or are these factors unclear, ambiguous, un-

specifiable (low structure)?    Position power    is the final factor and refers to the power 

inherent in the leadership position. Generally, greater authority equals greater posi-

tion power. 

   Together, these three factors determine how favorable the situation is for the 

leader. Good leader–member relations, high task structure, and strong position 

power constitute the most favorable situation. Poor relations, low degree of  struc-

ture, and weak position power represent the least favorable situation. The varying 

degrees of  favorableness and the corresponding appropriate leadership style are 

shown in  Exhibit 15.2 . 

   Fiedler contends that a permissive, more lenient (relationship-oriented) style is 

best when the situation is moderately favorable or moderately unfavorable. Thus, 

if  a leader is moderately liked and possesses some power, and the job tasks for 

subordinates are somewhat vague, the leadership style needed to achieve the best 

results is relationship-oriented. In contrast, when the situation is highly favorable 

or highly unfavorable, a task-oriented approach generally produces the desired 

performance. Fiedler bases his conclusions regarding the relationship between 

      leader–member 

relations  
 A factor in the Fiedler 

contingency model 

that refers to the de-

gree of confidence, 

trust, and respect that 

the leader obtains from 

the followers.     

      task structure  
 A factor in the Fiedler 

contingency model 

that refers to how 

structured a job is with 

regard to requirements, 

problem-solving alter-

natives, and feedback 

on how correctly the 

job has been accom-

plished.     

      position power  
 A factor in the Fiedler 

contingency model 

that refers to the power 

inherent in the leader-

ship position.     
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leadership style and situational  favorableness on more than two decades of 

 research in business, educational, and military settings. 26  The Management Pointer 

suggests several steps leaders can take to modify various 

situations.  

    Fiedler is not particularly optimistic that leaders can be 

trained successfully to change their preferred leadership 

style. Consequently, he sees changing the favorableness of 

the situation as a better alternative. In doing this, the first 

step Fiedler recommends is to determine whether leaders 

are task- or relationship-oriented. Next, the organization 

needs to diagnose and classify the situational favorableness 

of its leadership positions. Finally, the organization must se-

lect the best strategy to bring about improved effectiveness. 

If  leadership training is selected as an option, then it should 

devote special attention to teaching participants how to 

modify the environments and their jobs to fit their styles of 

leadership. That is, leaders should be trained to change their 

leadership situations. Fiedler believes that a leader’s style, 

whether relationship-oriented or task-oriented, is fixed or 

enduring. Altering the situation to fit the leader’s style is 

what he recommends. Fiedler suggests that when leaders can 

recognize the situations in which they are most successful, 

they can then begin to modify their own situations.  

 Critique of Fiedler’s Contingency Model 

 Fiedler’s model and research have elicited both support and 

criticisms. 27  Some researchers have called attention to the 

questionable measurement of the LPC, finding its reliability 

and validity to be low. Others have criticized the fact that 

Fiedler’s variables are not precisely defined. For example, at 

EXHIBIT 15.2
Summary of Fiedler’s 

Situation Variables 

and Their Preferred 

Leadership Styles

Situational Characteristics

Leader–
member
relations

Task
structure

Position
power 

Situation

Strong

High

Good

I

Weak

High

Good

II

Strong

Low

Good

III

Weak

Low

Good

IV

Strong

Poor

High

V

Weak

Poor

High

VI

Strong

Poor

Low

VII

Weak

Poor

Low

VIII

Task-Oriented

Optimal
leadership
styles

Very
favorable
situation

Very
unfavorable
situation

Relationship-Oriented
Task-
Oriented

LEADERSHIP ACTIONS TO CHANGE 

SITUATIONS

To modify leader–member relations:

• Request particular people for work in the 

group.

• Effect transfers of particular subordinates 

out of the unit.

• Volunteer to direct difficult or troublesome 

subordinates.

To modify task structure:

• When possible bring new or unusual tasks 

or problems to the group (less structure).

• Break jobs down into smaller subtasks that 

can be more highly structured (more 

structure).

To modify position power:

• Show subordinates who’s boss by 

exercising fully the authority you have.

• Make sure that information to the group 

gets channeled through you.

• Let subordinates participate in planning and 

decision making (lowering power).

Management Pointer
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what point does a “structured” task become an “unstructured” task? Still others feel 

that the model is flawed because it too readily accommodates nonsupportive results. 

 Despite supporters and detractors, Fiedler’s contingency model has made signifi-

cant contributions to the study and application of leadership principles. Fiedler called 

direct attention to the situational nature of leadership. His view of leadership stimu-

lated numerous research studies and much-needed debate about the dynamics of 

leader behavior. Certainly, Fiedler has played one of  the most prominent roles in 

 encouraging the scientific study of  leadership in work settings. He pointed the way 

and made others uncomfortably aware of the complexities of the leadership process.    

 Vroom-Jago Leadership Model 

 Victor Vroom and Philip Yetton initially developed a leadership decision-making 

model that indicated the situations in which various degrees of participative decision 

making would be appropriate. 28  In contrast to Fiedler’s work on leadership, Vroom 

and Yetton attempted to provide a normative model that a leader can use in making 

decisions. The term  normative  refers to the fact that the model provides norms or 

guidelines leaders can use for dealing with decision-making situations. Their approach 

assumed that no one single leadership style was appropriate; rather, the leader must be 

flexible enough to change leadership styles to fit specific situations. In developing the 

model, Vroom and Yetton made these assumptions:

   1.   The model should be of value to managers in determining which leadership styles 

they should use in various situations.  

  2.   No single style is applicable to all situations.  

  3.   The main focus should be the problem to be solved and the situation in which the 

problem occurs.  

  4.   The leadership style used in one situation should not constrain the styles used in 

other situations.  

  5.   Several social processes influence the amount of  participation by subordinates in 

problem solving.    

   After a number of years of  research and application, the original model has been 

revised by Vroom and Jago to further improve its accuracy. 29  To understand the    Vroom-

Jago leadership model,    it is important to consider three critical components: (1) speci-

fication of the criteria by which decision effectiveness are judged, (2) a framework for 

describing specific leader behaviors or styles, and (3) key diagnostic variables that 

 describe important aspects of the leadership situation. 

  Decision Effectiveness 

 Selection of the appropriate decision-making process involves considering two criteria 

of decision effectiveness: decision quality and subordinate commitment.    Decision quality    

refers to the extent to which the decision impacts job performance. For example, decid-

ing whether to paint the stripes in the employee parking lot yellow or white requires low 

decision quality because it has little or no impact on job performance. On the other 

hand, a decision regarding at what level to set production goals requires high decision 

quality.  Subordinate commitment  refers to how important it is that the subordinates be 

committed to or accept the decision in order that it may be successfully implemented. 

Deciding which color paint to use in the parking lot does not really require employee 

commitment to be successfully implemented; just as clearly, setting production goals at 

a particular level does require employee commitment if those goals are to be achieved. 

      Vroom-Jago 

 leadership model  
 A leadership model 

that specifies which 

leadership decision-

making procedures will 

be most effective in 

each of several differ-

ent situations. Two of 

the proposed leader-

ship styles are auto-

cratic (AI and AII); 

two are consultative 

(CI and CII); and one 

is oriented toward joint 

decisions (decisions 

made by the leader and 

the group, GII).     

      decision quality  
 An important criterion 

in the Vroom-Jago 

model that refers to the 

objective aspects of a 

decision that influence 

subordinates’ perfor-

mance aside from 

any direct impact on 

motivation.     
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 In addition to quality and commitment considerations, decision effectiveness may be 

influenced by time considerations. A decision is not an effective one, regardless of quality 

and commitment, if it takes too long to make. Even a decision made relatively quickly, if  

it is a participative one involving a number of people, may be costly in terms of total time 

spent. Thus, a decision made at a meeting of 15 department members and the depart-

ment manager that takes two hours has used 32 work hours. In terms of overall organiza-

tional effectiveness, this may represent a larger opportunity cost than can be justified.   

 Decision Styles 

 The Vroom-Jago model makes a distinction between two types of decision situations 

facing leaders: individual and group. Individual decision situations are those whose 

solutions affect only one of the leader’s followers. Decision situations that affect several 

followers are classified as group decisions. Five different leadership styles that fit 

 individual and group situations are available. Described in  Exhibit 15.3 , these styles 

are categorized as follows: 

  1.   Autocratic (A): You (the leader) make the decision without input from your subordi-

nates or you (the leader) secure input from subordinates and then make the decision.  

  2.   Consultative (C): Subordinates have some input, but you make the decision.  

  3.   Group (G): The group makes the decision; you (as leader) are just another group 

member.  

  4.   Delegated (D): You give exclusive responsibility to subordinates.    

 For group decisions, leaders can choose from styles AI, AII, CI, CII, and GII. For 

individual decisions, leaders can choose from styles AI, AII, CI, GI, and DI.   

EXHIBIT 15.3 Vroom-Jago Decision Styles

Individual Level Group Level

AI. You solve the problem or make the decision yourself, 

using information available to you at that time.

AII. You obtain any necessary information from 

subordinates, then decide on the solution to the problem 

yourself. The role played by your subordinates in making 

the decision is clearly one of providing specific 

information that you request.

CI. You share the problem with the relevant subordinates 

individually, getting their ideas and suggestions without 

bringing them together as a group. Then you make the 

decision. This decision may or may not reflect your 

subordinates’ influence.

CII. You share the problem with your subordinates in a 

group meeting. In this meeting, you obtain their ideas and 

suggestions. Then you make the decision, which may or 

may not reflect your subordinates’ influence.

GII. You share the problem with your subordinates as a 

group. Together, you generate and evaluate alternatives 

and attempt to reach a consensus on a solution. You do 

not try to influence the group to adopt “your” solution, 

and you are willing to accept and implement any solution 

that has the support of the entire group.

AI. You solve the problem or make the decision yourself, 

using information available to you at that time.

AII. You obtain any necessary information from the 

subordinates, then decide on the solution to the problem 

yourself. The role played by your subordinates in the 

decision is clearly one of providing specific information 

that you request.

CI. You share the problem with the relevant subordinate, 

getting ideas and suggestions. Then you make the 

decision. This decision may or may not reflect your 

preferred decision.

GI. You share the problem with one of your subordinates, 

and together you analyze the problem and arrive at a 

mutually satisfactory solution in an atmosphere of free 

and open exchange of information and ideas.

DI. You delegate the problem to one of your subordinates, 

providing him or her with any relevant information that 

you possess, but giving him or her responsibility for 

solving the problem alone. Any solution the person 

reaches receives your support.
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 Diagnostic Procedure 

 To determine the most appropriate decision-making style for a given situation, Vroom 

suggests leaders perform a situational diagnosis by asking a series of  questions, as 

 follows: 30  

  1.   How important is the technical quality of the decision?  

  2.   How important is subordinate commitment to the decision?  

  3.   Do you have sufficient information to make a high-quality decision?  

  4.   Is the problem well structured?  

  5.   If  you were to make the decision by yourself, is it reasonably certain that your 

 subordinates would be committed to the decision?  

  6.   Do subordinates share the organizational goals to be attained in solving this problem?  

  7.   Is conflict among subordinates over preferred solutions likely?  

  8.   Do subordinates have sufficient information to make a high-quality decision?    

 Each of  these questions may be thought of  as representing a dichotomy. That is, 

they may be answered yes or no, or high or low. Within the framework of the model, 

however, it is possible for responses to fall between dichotomized extremes. Answers 

of “probably” and “maybe” may reflect subtle differences among situations, particu-

larly those that in some way may be ambiguous or unclear. The capacity of the model 

to treat these questions as continuous scales is one of the significant additions to the 

revised Vroom-Jago model.   

 Application of the Model 

 Actual application of the Vroom-Jago model can vary significantly in its degree of 

complexity, sophistication, and specificity, depending on the particular purpose for 

which it is used and the needs of the decision maker. In its simplest form, application 

of the model can be expressed as a set of decision-making rules of thumb.  Exhibit 15.4  

lists, as an example, four of the rules that apply to the model as discussed here. 

   Validity of the Model 

 The Vroom-Jago model lacks complete empirical evidence establishing its validity. Cer-

tainly the model is thought to be consistent with what we now know about the benefits 

and costs of subordinate participation in decision making. Moreover, it represents a 

direct extension of  the original Vroom-Yetton model, for which ample validation 

EXHIBIT 15.4

Example of Vroom-

Jago Rules of Thumb

Source: Abridged from V. 

Vroom and A. Jago, The New 

Leadership (Englewood Cliffs, 

NJ: Prentice Hall, 1988). 

Copyright 1987 by V. Vroom 

and A. Jago. Used with 

 permission of the authors.

Rules to improve decision quality:

1. Avoid the use of AI when

 a. The leader lacks the necessary information.

2. Avoid the use of GII when

 a. Subordinates do not share the organizational goals.

 b. Subordinates do not have the necessary information.

3. Avoid the use of AII and CI when

 a. The leader lacks the necessary information.

 b. The problem is unstructured.

4. Move toward GII when

 a. The leader lacks the necessary information.

 b. Subordinates share the organizational goals.

 c. There is conflict among subordinates over preferred solutions.
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 evidence does exist. 31  Nonetheless, without additional evidence that the use of  the 

model can improve decision effectiveness and, by extension, leadership success, its value 

as a theoretical contribution and as a practical tool has not been fully determined.    

 Path–Goal Leadership Model 

 Like the other situational or contingency leadership approaches, the    path–goal leader-

ship model    attempts to predict leadership effectiveness in different situations. Accord-

ing to this model, leaders are effective because of  their positive impact on followers’ 

motivation, ability to perform, and satisfaction. The theory is designated  path–goal  

because it focuses on how the leader influences the followers’ perceptions of  work 

goals, self-development goals, and paths to goal attainment. 32        

       The foundation of path–goal theory is the expectancy motivation theory discussed 

in Chapter 5. The early theoretical work on the path–goal theory proposed that lead-

ers will be effective by making rewards available to subordinates and by making those 

rewards contingent on the subordinates’ accomplishment of specific goals. It is argued 

by some that an important part of  the leader’s job is to clarify for subordinates the 

kind of behavior most likely to result in goal accomplishment. This activity is referred 

to as    path clarification   .       

       The early path–goal work led to the development of a theory involving four specific 

styles of  leader behavior (directive, supportive, participative, and achievement) and 

three types of  subordinate attitudes (job satisfaction, acceptance of  the leader, and 

expectations about effort-performance-reward relationships). 33  The  directive leader  

tends to let subordinates know what is expected of them. The  supportive leader  treats 

subordinates as equals. The  participative leader  consults with subordinates and uses 

their suggestions and ideas before reaching a decision. The  achievement-oriented leader  

sets challenging goals, expects subordinates to perform at the highest level, and con-

tinually seeks improvement in performance. 

   Two types of situational or contingency variables are considered in the path–goal 

theory. These variables are the  personal characteristics of subordinates  and the  environ-

mental pressures and demands  with which subordinates must cope to accomplish work 

goals and derive satisfaction. 

   An important personal characteristic is subordinates’ perception of their own abil-

ity. The higher the degree of  perceived ability relative to the task demands, the less 

likely the subordinate is to accept a directive leader style. This directive style of leader-

ship would be viewed as unnecessarily close. In addition, it has been discovered that a 

person’s  locus of control  also affects responses. Individuals who have an internal locus 

of control (they believe that rewards are contingent on their efforts) are generally more 

satisfied with a participative style, while individuals who have an external locus of 

control (they believe that rewards are beyond their personal control) are generally 

more satisfied with a directive style. 34  

   The environmental variables include factors that are not within the control of the 

subordinate but are important to satisfaction or to the ability to perform effectively. 35  

These include the tasks, the formal authority system of the organization, and the work 

group. Any of these environmental factors can motivate or constrain the subordinate. 

The environmental forces may also serve as a reward for acceptable levels of perfor-

mance. For example, the subordinate could be motivated by the work group and receive 

satisfaction from co-workers’ acceptance for doing a job according to group norms. 

   Based on mixed research results, a revised theoretical formation of the path–goal 

model has been presented. House, in his revised framework, proposes that research 

  path–goal leadership 

model  
 A theory that suggests 

it is necessary for a 

leader to influence the 

followers’ perception 

of work goals, self- 

development goals, 

and paths to goal 

 attainment. The foun-

dation for the model is 

the expectancy motiva-

tion theory. 

  path clarification  
 The leader’s efforts to 

clarify for employees 

the kind of behavior 

most likely to result in 

goal accomplishment. 
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points out the complexity of leadership and a need for more categories of leadership 

behavior. 36  House emphasizes the significance of intrinsic motivation and empower-

ment initiated by leaders.  Exhibit 15.5  illustrates the characteristics of House’s revised 

path–goal framework. 

  Critique of the Path–Goal Model 

 The revised path–goal model has not been sufficiently tested to conclude that it pro-

vides an accurate portrayal of leadership in organizational settings. Some interesting 

questions remain about its predictive power. Much of  the research to date has in-

volved only partial tests of the original and the revised path–goal model. 37  

 On the positive side, however, the path–goal model is an improvement over the trait 

and personal–behavioral theories. It attempts to indicate which factors affect the mo-

tivation to perform. In addition, the path–goal approach introduces both situational 

factors and individual differences when examining leader behavior and outcomes such 

as satisfaction and performance. The path–goal approach makes an effort to explain 

why a particular style of leadership works best in a given situation. As more research 

accumulates, this type of explanation will have practical utility for those interested in 

the leadership process in work settings.    

 Hersey-Blanchard Situational Leadership Theory 

 Managers often complain that esoteric theories don’t help them do a better job on the 

production line, in the office, or in a research and development lab. They want some-

thing they can apply and use. Hersey and Blanchard developed a situational leadership 

EXHIBIT 15.5 Framework of Revised Path–Goal Leadership Perspective

Achievement-oriented 
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theory that has definitely appealed to many managers. 38  Managers in large firms and 

small businesses have used the  situational leadership theory (SLT)  and enthusiastically 

endorse its value. The appeal of SLT may be that its approach is intuitive and can be 

effectively summarized in a page. 39        

       SLT’s emphasis is on followers and their level of maturity or “readiness.” The leader 

must properly judge or intuitively know followers’ readiness level and then use a lead-

ership style that fits the level. Readiness is defined as the ability and willingness of 

people (followers) to take responsibility for directing their own behavior. It’s impor-

tant to consider two types of  readiness: job and psychological. A person high in job 

readiness has the knowledge and abilities to perform the job without a manager struc-

turing or directing the work. A person high in psychological readiness has the self-

motivation and desire to do quality work. Again, this person has little need for direct 

supervision. 

   Hersey and Blanchard used the Ohio State studies to further develop four leader-

ship styles available to managers:

   •    Telling —the leader defines the roles needed to do the job and tells followers what, 

where, how, and when to do the tasks.  

  •    Selling —the leader provides followers with structured instructions, but is also sup-

portive.  

  •    Participating —the leader and followers share in decisions about how best to com-

plete a high-quality job.  

  •    Delegating —the leader provides little specific, close direction or personal support 

to followers.    

   By determining followers’ readiness levels through discussions, observation, field 

surveys, and interviews, a manager can choose from among the four leadership styles. 

 Exhibit 15.6  presents characteristics of the SLT. 

   Application of  the model works as follows. Suppose a manager determines that 

his recently hired followers are unsure of  themselves and insecure about how to per-

form the job. The followers are placed at the RI readiness state. By moving from RI 

to the leadership style development curve, the intersection of  the vertical line would 

be at the telling style point. That is, an RI follower requires a leader who is high on 

task orientation, gives direct instructions, and is low in support behavior. Task be-

havior is needed more for this person than supportive behavior. In fact, research is 

available to support the SI style over any of  the others. 40  Some may assume that a 

participative (S3) style is best. However, asking an insecure follower to participate 

may result in more insecurity about making a mistake or saying something that’s 

considered dumb. 

   A follower will be more ready to take on more responsibility as other leadership 

styles become more effective. For example, an R&D lab with expert, experienced sci-

entists who are totally able and willing to do the job would flourish under a delegative 

(S4) style of leadership. Using the readiness indicator with the four-style model helps 

the manager conceptualize what’s best for followers. 

   Blanchard responded to some critics of  the SLT by revising the original model. 41  

He retitled various terms, calling task behavior directive behavior, and relationship 

behavior supportive behavior. The four leadership styles are now called S1—directing, 

S2—coaching, S3—supporting, and S4—delegating. Readiness is now called the  de-

velopment level of followers . The development level is defined in terms of  followers’ 

current competence and commitment to do the job.  

  situational leadership 

theory (SLT)  
 An approach to leader-

ship advocating that 

leaders understand 

their own behavior and 

the readiness of their 

followers.  This approach 

requires diagnostic 

skills in human behav-

ior on the part of the 

leader.
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 Critique of SLT 

 Although a number of  managers find this model attractive, there are some serious 

unanswered questions. The most important may be, does it really work? Testing of the 

model has been very limited. Even the developers, Hersey and Blanchard, have failed 

to provide significant evidence (1) that predictions can be made from the model, and 

(2) of  which style is best. Another issue revolves around the notion that a leader can 

change or adapt her style to fit a follower or group. Are people in leadership positions 

that adaptable? Again, research is needed to validate leader flexibility. 42  

 Despite the words of  caution about limited research and flexibility, many manag-

ers like the SLT. It is considered practical, meaningful, and useful in training manag-

ers to think and behave like leaders. As leadership continues to command attention in 

organizations, the SLT remains a popular way to express what leaders should be 

 doing at work.      
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EXHIBIT 15.6

The Hersey-Blanchard 

Situational 

Leadership Model

Source: P. Hersey and K.H. 

Blanchard, Management of 

Organizational Behavior: 

 Utilizing Human Resources, 

5th ed. (Englewood Cliffs, NJ: 

Prentice Hall, 1988), p. 171. 

The original model published 

in the first edition in 1969 

used the label maturity instead 

of readiness.
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 Comparing the Situational Approaches  

 The four situational leadership models have some similarities and some differences. 

They are similar in that they (1) focus on the dynamics of leadership, (2) have stimu-

lated research on leadership, and (3) remain controversial because of  measurement 

problems, limited research testing, or contradictory research results. 

    Exhibit 15.7  summarizes the themes of  each model. Fiedler’s model, the most 

tested, is perhaps the most controversial. His view of leader behavior centers on task- 

and relationship-oriented tendencies and how these interact with task and position 

power. The path–goal approach emphasizes the instrumental actions of  leaders and 

four styles for conducting these actions (directive, supportive, participative, and 

achievement-oriented). 

   The situational variables discussed in each approach differ somewhat. There is also 

a different view of outcome criteria for assessing how successful the leader behavior 

has been: Fiedler discusses leader effectiveness, and the path–goal approach focuses 

on satisfaction and performance.    

EXHIBIT 15.7 Summary Comparison of Four Important Situational Models of Leadership

Fiedler’s Contingency 

Model

Leaders are task- or 

relationship-oriented. 

The job should be 

engineered to fit the 

leader’s style.

Followers prefer 

different leadership 

styles, depending on 

task structure, leader–

member relations, and 

position power.

Effectiveness of the 

leader is determined 

by the interaction of 

environment and 

personality factors.

If investigations not 

affiliated with Fiedler 

are used, the evidence 

is contradictory on the 

accuracy of the model.

Leadership qualities

Assumptions 

about followers

Leader effectiveness

History of research: 

problems

Vroom, Yetton, and 

Jago

Leaders make either 

individual or group 

decisions and can 

choose from five 

different styles.

Followers participate 

in varying degrees in 

decisions involving 

problems.

Effective leaders 

select the appropriate 

decision set and 

permit the optimal 

participation for 

followers.

Research support for 

the model is mixed and 

limited. The model is 

considered by some to 

be complex even 

though a computer 

program is available to 

trace decision ties 

used.

House’s Path–Goal 

Model

Leaders can increase 

followers’ effectiveness 

by applying proper 

motivational 

techniques.

Followers have 

different needs that 

must be fulfilled with 

the help of a leader.

Effective leaders are 

those who clarify for 

followers the paths or 

behaviors that are 

best suited.

Model has generated 

modest research 

interest in past two 

decades.

Hersey-Blanchard 

Situational 

Leadership Theory

Leader must adapt 

style in terms of task 

behavior and rela-

tionship behavior on 

the basis of followers.

Followers’ maturity 

level (readiness) to 

take responsibility 

influences the 

leadership style that is 

adopted.

Effective leaders are 

able to adapt directing, 

coaching, supporting, 

and delegating style to 

fit the followers’ levels 

of maturity.

Not enough research 

is available to reach a 

definitive conclusion 

about the predictive 

power of the theory.



Chapter 15 Leadership 457

 Other Perspectives, Concepts, and Issues of Leadership  

 A number of leadership concepts are attracting the interest of practitioners and orga-

nizational researchers. Each of the concepts in this section has provided interesting, 

controversial, and insightful analysis or debates about their value in improving the 

general understanding of how leadership can effectively impact employees.  

 Charismatic Leadership 

 John F. Kennedy, Winston Churchill, Ray Kroc, and Walt Disney possessed an attrac-

tiveness that enabled them to make a difference with citizens, employees, and follow-

ers. The leadership approach of such people is referred to as charismatic leadership. 

Max Weber suggested that some leaders have a gift of exceptional qualities—a  charisma —

that enables them to motivate followers to achieve outstanding performance. 43  Such a 

charismatic leader is depicted as being able to play a vital role in creating change. 

People view the charismatic leader as a hero. Individuals who are able to take on hero 

qualities gain charisma. The    charismatic leader    is one who creates an atmosphere of 

motivation based on an emotional commitment to and identity with his or her vision, 

philosophy, and style on the part of followers. In the national political arena, if President 

John F. Kennedy was considered charismatic, President Jimmy Carter was not considered 

to be charismatic by most citizens.       

       Sam Walton was considered by many to possess charismatic qualities. He worked 

hard to explain his vision of retailing and serving the customer. As people responded 

to his vision and goals, Walton used his charm to press his viewpoint. He paid atten-

tion to his employees and his customers—the human assets of business. Walton had a 

“gift” for making other people feel good about working for him and buying his prod-

ucts and services. 

   Steven Jobs, co-founder of Apple, provides another example of a charismatic leader 

who works to inspire others. Jobs’ impact, attractiveness, and inspiration were de-

scribed as follows: 

  When I walked through the Macintosh building with Steve, it became clear that he 

wasn’t just another general manager bringing a visitor along to meet another group of 

employees. He and many of Apple’s leaders weren’t managers at all; they were impresa-

rios. . . . Not unlike the director of an opera company, the impresario must cleverly deal 

with the creative temperaments of artists. . . . His gift is to merge powerful ideas with 

the performance of his artists. 44    

 Defining Charismatic Leadership 

  Charisma  is a Greek word meaning “gift.” Powers that could not be clearly explained 

by logical means were called by the Greeks  charismatic . It has been suggested that it is 

a combination of charm and personal magnetism that contributes to the remarkable 

ability to get other people to endorse your vision and promote it passionately. 45    

 What Constitutes Charismatic Leadership Behavior? 

 What behavioral dimensions distinguish charismatic leaders from noncharismatic 

leaders? In the early work on charismatic leadership, explanations lacked specific-

ity. Later empirical studies have examined the specific behavior and attributes of 

charismatic leaders, such as ability to inspire, a dominating personality, vision, and 

communication ability. 46  However, no specific set of  behaviors and attributes is 
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 universally accepted by researchers and practitioners. A descriptive behavioral 

framework that builds upon empirical work has been offered. The framework 

 presented in  Exhibit 15.8  assumes that charisma must be viewed as an attribution 

made by followers within the work context. 

 Many leaders, of course, are not charismatic. These leaders exhibit behaviors simi-

lar to those described in Exhibit 15.8 as “noncharismatic.” This does not necessarily 

mean, however, that they are ineffective. On the contrary, outstanding administrative 

skills or keen analytical abilities, for example, can contribute to effectiveness in non-

charismatic leaders. Bill Gates of Microsoft is not often viewed as a charismatic leader. 

However, he has been very analytical, innovative, efficient—and successful. Despite 

his somewhat noncharismatic style, Gates helped build Microsoft into one of  the 

world’s most powerful organizations. Such observations about the successful perfor-

mance of  noncharismatic leaders such as Gates suggests that research has not been 

definitive regarding the impact of  charisma on organizational performance. For ex-

ample, one study examining CEO charisma and stock performance found that success 

leads to perceptions of charismatic leadership; however, charisma did not lead to sub-

sequent organizational success. 47    

EXHIBIT 15.8 Behavioral Components of Charismatic and Noncharismatic Leaders

Source: Adapted from Jay A. Conger and Rabindra N. Kanungo, “Toward a Behavioral Theory of Charismatic Leadership in Organizational Settings,” Academy of 

Management Review, October 1987, pp. 637–47.

Component Charismatic Leader Noncharismatic Leader

Relation to status quo Essentially opposed to status quo and strives  Essentially agrees with status quo and

 to change it (Steve Jobs at Apple) strives to maintain it

Future goal Idealized vision highly different than status  Goal not too discrepant from status quo

 quo (Tom Monaghan with the Domino’s Pizza 

 concept)

Likableness Shared perspective and idealized vision make  Shared perspective makes him or her likable

 him or her a likable and honorable hero 

 worthy of identification and imitation (Lee 

 lacocca in first three years at Chrysler)

Expertise Expert in using unconventional means to  Expert in using available means to achieve

 transcend the existing order (Al Davis, owner  goals within the framework of the existing

 of the Oakland Raiders) order

Environmental Expert in using unconventional means to  Low need for environmental sensitivity to

sensitivity transcend the existing order (Warren Buffett,  maintain status quo

 CEO of Berkshire Hathaway)

Articulation Strong articulation of future vision and  Weak articulation of goals and motivation to

 motivation to lead (Jim Clark, CEO of  lead

 Netscape)

Power base Personal power based on expertise, respect,  Position power and personal power (based on

 and admiration for a unique hero (Colin  reward, expertise, and liking for a friend who

 Powell, former secretary of state) is a similar other)

Leader–follower Elitist, entrepreneur, an exemplary (Mary Kay  Egalitarian, consensus seeking or directive

relationship  Ash of Mary Kay Cosmetics)  Nudges or orders people to share his or her

 Transforms people to share the radical  views

 changes advocated (Edward Land, inventor 

 of Polaroid camera)
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 Two Types of Charismatic Leaders 

 Charismatic leaders may be characterized in different ways. Two such ways, or types, 

are  visionary  and  crisis-based . Most discussions of charismatic leadership emphasize 

 visionary  leadership. It’s argued that the first requirement for exercising charismatic 

leadership is expressing a shared vision of what the future could be. Through commu-

nication ability, the visionary charismatic leader links followers’ needs and goals to job 

or organizational goals. Linking followers with the organization’s direction, mission, 

and goals is easier if  they’re dissatisfied or unchallenged by the current situation. 

 Visionary charismatic leaders have the ability to see both the big picture and the 

 opportunities the big picture presents. 48  

 An example of a visionary charismatic leader is Felipe Alfonso, who headed the Asian 

Institute of Management (AIM) while also serving as the CEO of Manila Electric Com-

pany (MERALCO). He is considered a tireless and charismatic leader who formulates a 

vision of the future, while bringing people together to seize opportunities. 

 AIM has trained and developed many of the top professional, entrepreneurial, and 

socially responsible leaders of  Asia and the rest of  the world. It has graduated over 

20,000 students from 68 countries. 49  

 The Manila Electric Company provides more than half  of  the Philippines’ total 

electric consumption, and its franchise area produces 50 percent of the country’s gross 

domestic product. Under Alfonso’s leadership, both AIM and the Manila Electric 

Company have clarified their visions, attracted the best talent, and utilized the most 

advanced information technology. Earning the trust of peo-

ple through serving them with integrity is one of Alfonso’s 

major axioms. He prides himself  on having visions of  the 

future that are inspirational, ethical, and innovative. 

  Crisis-based  charismatic leaders have an impact when the 

system must handle a situation for which existing knowledge, 

resources, or procedures are not adequate. 50  The crisis-

produced charismatic leader communicates clearly what ac-

tions need to be taken and what their consequences will be. 

 One of the most publicized, respected, and now classic ex-

amples of crisis management leadership was James Burke, 

CEO of Johnson & Johnson in 1982. He received word of 

deaths in Chicago associated with a company product, Extra-

Strength Tylenol capsules. 51  Five  Chicago-area residents had 

purchased Tylenol and passed away within a few days. Medical 

examiners retrieved bottles from the victims’ homes and found 

capsules laced with cyanide. Johnson & Johnson, under Burke’s 

direction and leadership, recalled the product and advised con-

sumers not to take any of the capsules. The Food and Drug 

Administration (FDA) suspected someone not connected with 

Johnson & Johnson had inserted cyanide in some capsules and 

returned the bottles to stores. 

 Burke led the company effort in a three-phase approach: 

(1) determine what happened, (2) assess and curtail the dam-

age, and (3) restore Tylenol back into the market. Despite an 

FBI and Illinois investigation, the perpetrator was never found. 

Burke showed decisiveness in immediately recalling the product 

and informing the public. He didn’t know the full extent of the 

ATTRIBUTES OF CHARISMATIC LEADERS

Want to become more charismatic? Focus on 

 developing as many of these attributes as you can.

1. Develop visionary thinking. Establish 

idealized goals that represent significant 

improvement over the status quo.

2. Communicate the vision. Visions must be 

articulated in a manner that is consistent 

with followers’ needs.

3. Have conviction. Charismatic leaders are 

perceived as being strongly committed to 

their visions and willing to sacrifice and take 

significant personal risk to achieve them.

4. Exhibit extraordinary behaviors. Engage in 

behaviors that are unconventional and 

counter to established norms. Such 

behaviors should be related to obtaining 

objectives, not just for show.

5. Develop self-confidence. Successful 

charismatic leaders have total confidence in 

their abilities to overcome obstacles and get 

things accomplished.

Management Pointer
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problem, but he communicated quickly and clearly. Under Burke’s leadership, a more 

widespread tragedy was averted. He also helped rebuild the Tylenol brand, and he re-

gained regular user confidence. The firm ran television commercials informing the public 

that it was doing everything possible to regain their trust. Subsequently, Johnson & John-

son designed a tamper- resistant package to prevent a future tragedy. Tylenol was sold only 

in a new triple-sealed package. Customers were asked to throw away their old Tylenol, call 

a toll-free number, and  receive a coupon for a free triple-sealed package.  

  The knowledge available on charismatic leadership is still relatively abstract and 

ambiguous. Despite Weber’s concept of charismatic authority, various frameworks of 

how charismatic leadership evolves, and some limited research results, much more 

theoretical and research work needs to be done. There is a void in our understanding 

of charismatic leaders who can be harmful and dangerous, such as Adolf  Hitler and 

Joseph Stalin. The attributes of  charismatic leaders are presented as developmental 

suggestions for managers in the Management Pointer on page 459.    

 Transactional and Transformational Leadership 

 Each of the leadership approaches discussed so far emphasizes the point that leadership 

is an exchange process. Followers are rewarded by the leader when they accomplish 

agreed-upon objectives. The leader serves to help followers accomplish the objectives.  

 Transactional Leadership 

 The exchange role of  the leader has been referred to as  transactional .  Exhibit 15.9  

presents the  transactional leadership  roles. The leader helps the followers identify what 

must be done to accomplish the desired results: for example, better-quality output, 

more sales or services, reduced cost of  production. In helping the followers identify 

what must be done, the    transactional leader    considers followers’ self-concept and es-

teem needs. The transactional approach uses path–goal concepts as part of its frame-

work and explanation. 

         In using the transactional style, the leader relies on contingent rewards and on 

management by exception. Research shows that when contingent reinforcement is 

used, followers exhibit an increase in performance and satisfaction; 52  followers believe 

that accomplishing objectives will result in their receiving desired rewards. Using man-

agement by exception, the leader won’t be involved unless objectives aren’t being 

 accomplished. 

 Transactional leadership is not often found in organizational settings. One national 

sample of  U.S. workers showed that only 22 percent of  the participants perceived a 

direct relationship between how hard they worked and how much pay they received. 53  

That is, the majority of  workers believed that good pay was not contingent on good 

performance. Although workers prefer a closer link between pay and performance, it 

was not present in their jobs. Why? There are probably a number of reasons, such as 

unreliable performance appraisal systems, subjectively administered rewards, poor 

managerial skills in showing employees the pay–performance link, and conditions 

outside the manager’s control. Also, managers often provide rewards that aren’t 

 perceived by followers to be meaningful or important. 

 A small pay increase, a personal letter from the boss, or a job transfer may not be 

what employees want in the form of contingent rewards. Until managers understand 

what employees want, administer rewards in a timely manner, and emphasize the pay–

performance link, there’s likely to be confusion, uncertainty, and minimal transac-

tional impact in leader–follower relationships.   

transactional leader
Helps the follower 

identify what must be 

done to accomplish the 

desired results (e.g., 

better-quality output, 

more sales or services, 

reduced cost of pro-

duction) and ensures 

that employees have 

the resources needed to 

complete the job.
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 The Transformational Leader 

 Another type of leader, referred to as the    transformational leader   , motivates followers 

to work for goals instead of  short-term self-interest and for achievement and self- 

actualization instead of security. 54  In  transformational leadership,  viewed as a special 

case of  transactional leadership, the employee’s reward is internal. By expressing a 

 vision, the transformational leader persuades followers to work hard to achieve the 

goals envisioned. The leader’s vision provides the follower with the motivation for 

hard work that is self-rewarding (internal). 

 Transactional leaders will adjust goals, direction, and mission for practical rea-

sons. Transformational leaders, on the other hand, make major changes in the 

firm’s or unit’s mission, way of  doing business, and human resources management 

to achieve their vision. The transformational leader will overhaul the entire 

 philosophy, system, and culture of  an organization. The transformational 

leader uses and expounds upon attitudinal, charismatic, and transitive methods of 

leadership. 

      transformational 

leader  

 Motivates followers to 

work for goals instead 

of short-term self- 

interest and for 

achievement and 

 self-actualization 

 instead of security; is 

able to express a clear 

vision and inspire 

 others to strive to 

 accomplish the vision.     

EXHIBIT 15.9

Transactional 

Leadership

Source: Bernard M. Bass, 

Leadership and Performance 

beyond Expectations (New 

York: Free Press, 1985), p. 12.

L: Recognizes
 what F must
 do to attain
 designated outcomes

L: Clarifies F’s role

F: Feels confidence
 in meeting role
 requirements
 (subjective probability
 of success)

F: Develops motivation
 to attain desired
 outcomes
 (expected effort)

L: Recognizes what
 F needs

L: Clarifies
 how F’s need
 fulfillment will
 be exchanged for
 enacting role to attain
 designated outcomes 

F: Recognizes value of
 designated outcomes 
 (need-fulfilling
 value for F)

L = Leader
F = Follower
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 The development of transformational leadership factors has evolved from research 

by Bass. 55  He identified five factors (the first three apply to transformational and the last 

two apply to transactional leadership) that describe transformational leaders. They are: 

     Charisma.  The leader is able to instill a sense of value, respect, and pride and to 

articulate a vision.  

     Individual attention.  The leader pays attention to followers’ needs and assigns 

meaningful projects so that followers grow personally.  

     Intellectual stimulation.  The leader helps followers rethink rational ways to exam-

ine a situation. He encourages followers to be creative.  

     Contingent reward.  The leader informs followers about what must be done to 

 receive the rewards they prefer.  

     Management by exception.  The leader permits followers to work on the task and 

doesn’t intervene unless goals aren’t being accomplished in a reasonable time and 

at a reasonable cost.    

 One of  the most important characteristics of  the transformational leader is cha-

risma. However, charisma by itself  isn’t enough for successful transformational lead-

ership, as Bass clearly states:  

 The deep emotional attachment which characterizes the relationship of the charismatic 

leader to followers may be present when transformational leadership occurs, but we can 

distinguish a class of charismatics who are not at all transformational in their influence. 

Celebrities may be identified as charismatic by a large segment of the public. Celebrities 

are held in awe and reverence by the masses that are developed by them. People will be 

emotionally aroused in the presence of celebrities and identify with them in their fantasy, 

but the celebrities may not be involved at all in any transformation of their public. On the 

other hand, with charisma, transformational leaders can play the role of teacher, mentor, 

coach, reformer, or revolutionary. Charisma is a necessary ingredient of transformational 

leadership, but by itself  it is not sufficient to account for the transformational process. 56   

 This relationship may be seen in a recent study where transformational leadership 

was shown to lead to higher levels of  innovation when a climate for excellence (per-

haps through charisma) has been created. 57  

 Transformational leadership has been found to be related to an organization’s 

 socially oriented initiatives. The concept that a corporation needs to do more than the 

minimal requirements of the law in its treatment of its stakeholders has been termed 

   corporate social responsibility    (CSR). The stakeholders considered in CSR include em-

ployees, suppliers, customers, the community, and within the broader conceptualiza-

tion of  sustainability, the planet itself. Organizations recognized for their CSR 

activities include: Ben & Jerry’s Homemade Ice Cream and Newman’s Own. 58  The lat-

ter has donated over $280 million to charitable causes over the last 26 years, 59  and Ben 

& Jerry’s routinely contributes over $1 million annually to its foundation to support 

community initiatives. 60  

 In sum, CSR activities are believed to have positive effects for society and the orga-

nization undertaking them. Some organizational leaders see CSR expenditures as in-

vestments and look at them as strategic rather than social initiatives. This approach is 

confirmed by a recent study that found an association between transformational lead-

ership and strategically oriented CSR activities. 61   

  In addition to charisma, transformational leaders need assessment skills, communi-

cation abilities, and sensitivity to others. They must be able to articulate their vision, 

and they must be sensitive to the skill deficiencies of followers.    

      corporate social 

responsibility  
 Actions that corpora-

tions undertake to 

 promote the public 

good beyond those 

 required by law or the 

immediate interest of 

financial stakeholders.     
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 Coaching 

 Coaching is the everyday interaction of helping another employee increase his or her 

understanding of  the work and improve performance. In Chapter 2, mentoring and 

socialization were discussed. Mentors are usually senior employees and are often sim-

ilar in background, religion, ethnicity, and gender to protégés. Coaches come in all 

varieties and aren’t always linked to seniority. Coaches possess skills, experience, and 

ability that leaders display. Included in the arsenal of exceptional coaches are a talent 

for observing, decisive decision making, exceptional communication ability, a good 

understanding of the reward–performance feedback that makes sense, and the ability 

to be nonjudgmental. 62  

   From 1997 to 2002, Doug Blevins served as a kicking coach and a leader for the 

Miami Dolphins football team. This is remarkable because he has never attempted 

to kick a football in his life. Doug was born with cerebral palsy and has never 

walked. 

   Doug has exceptional observational and coaching skills. He breaks each kicking 

motion down to its component parts. He then studies the behavior, motions, and me-

chanics of the kickers and develops a practice plan for each kicker (punts, field goals, 

kick-offs) and drills them. 

   Doug Blevins offers a few hints on how to coach and lead that can be used in orga-

nizations: 

  1.   Observe the detail.  

  2.   Develop the person’s strengths.  

  3.   Work to improve people, not change them.  

  4.   Require continual improvement.  

IF YOUR BOSS MAKES YOU SICK, 

CAN YOU GET A NEW ONE?
It is clearly illegal for anyone in a managerial or leadership role 

to discriminate against employees on the basis of such factors 

as gender, race, religion, age, disabilities, or national origin. Nor 

can leaders harass their employees in ways that contribute to 

a hostile work environment. But what if simply working for a 

particular boss makes an employee sick? Does the company 

have a legal obligation to get you a new boss? One employee of 

the New York Federal Reserve Bank (the Fed) thought so.

A manager at the Fed suffered a back injury, unrelated to 

work, and was given two medical leaves at full pay, each 

about six months long. In between, she worked about six 

months on a part-time schedule, also at full pay. At various 

times during this period she expressed dissatisfaction with 

her boss. While on her second leave, her physician and her 

psychologist both wrote the Fed recommending that she 

 return to work but that certain accommodations be made for 

her because of her back injury. One of these accommoda-

tions was that she be given a new boss because she found 

working for her current one aggravated her back problem.

The Fed gave her two choices: (1) return to work under 

her current manager, receive ergonomic furniture, have flex-

ibility to get up and move around periodically, and receive as-

sistance from the personnel office in seeking a new position 

elsewhere in the Fed, or (2) resign, receive assistance in find-

ing work elsewhere, and receive 26 weeks of severance pay 

and six months of medical benefits. When she failed to show 

up for work and did not accept the severance package, she 

was fired. She sued, claiming the Fed discriminated against 

her because of her disability and failed to make a reasonable 

accommodation for her as required by the Americans with 

Disabilities Act. Did the Fed discriminate? Was the employee 

being reasonable? You be the judge!

Y O U  B E  T H E  J U D G E
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  5.   Pace the person. Don’t wear them out by working so hard all the time.  

  6.   Believe that you can be the best. 63     

   Kickers coached by Blevins are still scattered throughout the NFL. Many of these 

players marvel at Blevins’ knowledge, communication, and motivational skills, and his 

work ethic. He has taken a different journey, but Doug Blevins is considered a con-

summate coach and leader. While no longer with the NFL, Blevins continues to coach 

at kicking camps and through individual instruction. He also travels throughout the 

United States as a motivational speaker. 64  

   Coaches, like Doug Blevins, adopt the approach of  teacher, not competitor, and 

of  being helpful without being judgmental. The coach observes to understand fully 

what the pupil is doing. In organizations the objective of  coaching is to improve per-

formance. However, the focus is more long term than on the immediate work, role, or 

task. Coaching requires confronting the fact that a person is not skilled or talented 

enough at present to perform well. The buildup of  skills to perform well often takes 

a lot of  time and patience. Coaches need to be committed for the long term to be able 

to see results. 

   Practicing a number of coaching techniques is recommended for long-term  success. 65  

Included in the recommended set are: 

  •   Practice active listening. Play back to the person what was heard.  

  •   Support learning through action and reflection.  

  •   Move from easy to hard skills.  

•     Set goals.  

  •   Provide tactful feedback, positive and negative. Focus more on successes, but point 

out failures.    

   The essence of  coaching and leading is to be creative and to look for positives. It 

may take a long time to observe successes, but a steady course can be very rewarding 

to both the coach and the pupil.   

 Servant Leadership 

 Should a leader be served by his or her followers? In 1977, Robert Greenleaf proposed 

the opposite. He wrote that a leader should be driven by a desire to serve, helping 

those who have a legitimate need regardless of their status and without an expectation 

of  a reciprocal obligation. Greenleaf  proposed that the leader should be a servant. 

While this desire to serve is the central characteristic of  servant leadership, the ap-

proach is typically thought to also include leader humility, treating others as equals in 

relationships, and the application of high moral values. This form of leadership is as-

sociated with helping workers see themselves as whole and living purposeful lives. 66  

Does servant leadership work? Dan Warmenhoven, chairman and chief executive of-

ficer of NetApp, would likely say “yes.” His company has been named one of  Fortune  

magazine’s “World’s Most Admired Companies” and one of  Forbes  magazine’s “400 

Best Big Companies in America.” 67  In the contracting economic environment of 2009, 

NetApp continued to grow and had a $2 billion cash reserve on hand as a rainy day 

fund. His company, while “frugal,” values and serves its employees. Company benefits 

include five paid days for volunteer work, and adoption and autism coverage that has 

cost $242,452 over the past three years. While the linkage between service leadership 

and organizational success has yet to be statistically supported, NetApp’s performance 

implies that service leadership works.       

  servant leader  
 A leader who empha-

sizes employee growth 

and service to others as 

worthwhile ends in and 

of themselves, placing 

others’ needs in front 

of their own. 
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         Multicultural Leadership  

 As each theory or approach to leadership is presented, perhaps it is necessary to ask: 

To what extent do particular leadership (influence) styles vary around the world? Ef-

fective leaders in a Nigerian manufacturing facility may be totally ineffective if  trans-

ferred to the same type of  manufacturing plant in South Africa. The leader’s role is 

performed in a context (e.g., political, cultural). A leader’s personality, efforts, or style 

may emerge from or be in conflict with the context. A leader in a specific national 

culture may need to apply various attitudes and behaviors to exercise the right blend 

of influence to accomplish relevant goal achievement. 68  The leadership needed to be 

effective cannot be generalized in a global context. The Global OB explains in a con-

cise manner the value of acquiring global experience.  

 Cross-Cultural Research 

 A study by Bass et al. found that leadership attributes associated with effective leader-

ship results vary across cultures. A considerable amount of research directly or indi-

rectly supports the notion of  cultural contingency in leadership. For example, 

THE VALUE OF GLOBAL EXPERIENCE

How does one become a leader of an organization such as 3M? 

One way is to go international! All but one of 3M’s eight executive 

vice presidents has had significant international assignments, 

and the one who doesn’t was born outside the United States. The 

current CEO of 3M, George Buckley, is also foreign born and has 

had significant management experience outside the United 

States. Is this pattern of acquiring international experience to 

prepare for senior leadership positions unique to 3M? A look at 

the leadership at the No. 2 organization on the list of best compa-

nies for leaders, Procter & Gamble, reinforces the idea that inter-

national experience is a must-have skill for today’s business 

leaders. P&G’s chairman and CEO, the vice chairman, the CFO, 

and the COO have all held positions in P&G’s international opera-

tions. Such international experience builds knowledge of work-

ing with global stakeholders and competing successfully in 

diverse cultures and markets. Judging from the executives at 3M 

and P&G, it appears that global experience is increasingly 

 becoming a requirement for moving to the pinnacle of the 

 management ranks.

Taking one or more international management assignments 

within an organization can have a negative side. Some managers 

perceive such assignments as a gamble. Being out of sight in an 

overseas position can mean being out of mind of the top decision 

makers at headquarters. Managers in foreign operations may be-

come isolated and lose touch with the political changes that con-

stantly occur at the home office. These are very real risks associated 

with taking international assignments. However, many leaders and 

fast-track managers feel the benefits of going international out-

weigh the risks.

The globally experienced manager must make contact with 

the culture, cope with and learn firsthand about culture shock, 

and receive another culture’s view of the organization, its prod-

ucts or services, and what employees think about various prac-

tices and programs. This broader global business perspective is 

considered to be crucial for advancement in some companies.

Not all global assignments are equal. Some managers prefer 

very brief stints. An assignment that lasts at least one year allows 

managers to experience the host country culture and learn the 

language.

Opportunities to acquire global experience tend to attract 

younger managers who already work on virtual and multifunctional 

projects. Global managers will experience expanded job responsi-

bilities and will have to learn to cope with change, repatriation, 

communication problems, and a diverse workforce. The value 

added is hard to quantify. It is, however, according to expatriated 

managers an invaluable addition to their career path and progress.

Sources: J.P. Donlon, “Best Companies for Leaders,” Chief Executive, 

February 2009 (accessed May 15, 2009); “Chairman of the Board and Chief 

Executive Officer,” http://solutions.3m.com/wps/portal/3M/en_US/our/

company/information/leadership/ceo-officers/chairman-ceo (accessed 

May 15, 2009); “PG.com, News, P&G Management Bios & Photos,” http://

phx.corporate-ir.net/phoenix.zhtml?c = 195341&p = irol-govmanage; and 

Justin Martin, “The Global CEO,” Chief Executive, February 2004, pp. 41–46.

G L O B A L  O B
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Hofstede’s five cultural dimensions (discussed in Chapter 2) provide a good starting 

point to study cross-cultural leadership effectiveness characteristics. Employees who 

rank high on power distance (e.g., India, East Africa, and Indonesia) are more likely 

to prefer an autocratic style of  leadership because they are more comfortable with a 

clear distinction between managers and subordinates. On the other hand, employees 

in countries that rank low on power distance (e.g., Austria) prefer a more participative 

style of  leadership. 69  Hofstede concludes that participative management approaches 

that are highly recommended by many American researchers can be counterproduc-

tive in other cultures. He further suggests that American researchers tend to concen-

trate much of  their analysis on leaders and not enough on subordinates and their 

attitudes toward leaders.  

    Other research points to additional differences in various aspects of  leaders and 

leadership across cultures. Research has shown, for example, that in Nigeria and 

 Taiwan (1) economic success is more likely to result from severe autocratic leader-

ship styles, and (2) success decreases with increasing consideration for employees 

and their families. 70  As a further example, a recent study reported important differ-

ences in how U.S. and People’s Republic of  China managers deal with uncertainty 

and make decisions in ambiguous situations. 71  Studies such as these have important 

implications, particularly as the number of  joint ventures among these countries 

increases. 72  

   The effective multicultural leader in different global settings apparently needs 

various leadership skills that are not always so obvious. In cross-cultural studies of 

managers, Bass identified seven factors linked to leadership effectiveness: 73  

  1.   Preferred awareness (willingness to be aware of others’ feelings).  

  2.   Actual awareness (actual understanding of oneself  and others).  

  3.   Submissiveness (to rules and authority).  

  4.   Reliance on others (in problem solving).  

  5.   Favoring of group decision making.  

  6.   Concern for human relations.  

  7.   Cooperative peer relations.    

   The skills and other competencies of  the leader, however, comprise only one vari-

able in the leadership context. Other factors to consider include the subordinates, the 

peers, the superiors, the task, and the task environment. Leadership in a multicultural 

situation, whether the management of  a joint venture, a diverse work group in the 

United States, or a subsidiary abroad, poses many challenging tasks. Researchers have 

considerable doubts about the generalizability of  what is good leadership across na-

tional and cultural boundaries. The transferability of  leadership practices must be 

carefully analyzed. Beyond broad generalizations, managers should conduct their own 

research, review available research, and consult with others to develop the appropriate 

leadership style for each unique context. 

   The complexity of  global joint ventures or of  leading a foreign subsidiary re-

quires the careful study of  the culture, history, expectations, and working environ-

ments that face the leader. There is no right or “universal” way to lead. However, 

differences in style and preferences, if  known, can make the job of  leading less frus-

trating. Influential leaders in any country carefully examine the entire leadership 

context and their own competencies and then act to achieve relevant organizational 

goals.     
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 Substitutes for Leadership  

 Most approaches and explanations of leadership assume that leaders are necessary in 

all settings and situations. However, some researchers propose that there are substi-

tutes for leadership. That is, there are situational variables that can be considered sub-

stitutes for leadership. These substitutes can increase or diminish a leader’s ability to 

influence others. 

   Leadership substitutes include task, organizational, or subordinate characteristics 

that render relationship- and/or task-oriented leadership not only impossible but also 

unnecessary. A related concept is a  leadership neutralizer —something that makes it 

impossible for leadership to make a difference. 74  

   Researchers have identified a wide variety of individual, task, environmental, and 

organizational characteristics as leadership substitute factors that influence relation-

ships between leader behavior and follower satisfaction and performance. Some of 

these variables (e.g., follower expectations of the leader behavior) appear to influence 

which leadership style will enable the leader to motivate the direct followers. Others, 

however, function as  substitutes for leadership.  Substitute variables tend to negate the 

leader’s ability to either increase or decrease followers’ satisfaction or performance. 

   Substitutes for leadership are claimed to be prominent in many organizational set-

tings. However, the leadership approaches we have presented fail to include any substi-

tutes for leadership in discussing the leader behavior–follower satisfaction and 

performance relationship. 

    Exhibit 15.10 , based on previously conducted research, provides substitutes for 

only two of  the more popular leader behavior styles: relationship-oriented and 

EXHIBIT 15.10 Items That Assess Leader–Member Exchange

Source: Adapted from Steven Kerr and John M. Jermier, “Substitutes for Leadership: Their Meaning and Measurement,” Organizational Behavior and Human 

Performance, December 1978, p. 378.

  Neutralizes

  Relationship-Oriented Task-Oriented 

Characteristic Leadership Leadership

Of the subordinate:

 1. Ability, experience, training, knowledge  X

 2. Need for independence X X

 3. “Professional” orientation X X

 4. Indifference toward organizational rewards X X

Of the task:

 5. Unambiguous and routine  X

 6. Methodologically invariant  X

 7. Provides its own feedback concerning accomplishment  X

 8. Intrinsically satisfying X

Of the organization:

 9. Formalization (explicit plans, goals, and areas of responsibility)  X

 10. Inflexibility (rigid, unbending rules and procedures)  X

 11. Highly specified and active advisory and staff functions  X

 12. Close-knit, cohesive work groups X X

 13. Organizational rewards not within the leader’s control X X

 14. Spatial distance between superior and subordinates X X
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task-oriented. For each of  these styles, Kerr and Jermier present substitutes (char-

acteristics of  the subordinate, the task, or the organization) that neutralize the 

style. 75  For example, an experienced, well-trained, knowledgeable employee doesn’t 

need a leader to structure the task (e.g., a task-oriented leader). Likewise, a job 

(task) that provides its own feedback doesn’t require a task-oriented leader to in-

form the employee how he’s doing. Also, an employee in a close-knit, cohesive 

group doesn’t need a supportive, relationship-oriented leader. The group substi-

tutes for this leader. The impact of  these effects can be seen in a recent study on 

R&D project teams where intrinsically satisfying tasks and worker  ability were 

shown to be empirically related to improved organizational outcomes. 76  

   Admittedly, we don’t fully understand the leader–follower relationship in organiza-

tional settings. 77  We need to continue searching for guidelines and principles. Such 

searching now seems to be centered on more careful analysis of a situational perspec-

tive on leadership and on issues such as the cause–effect question, the constraints on 

leader behavior, and substitutes for leadership. We feel that it’s better to study leaders 

and substitutes for leaders than to use catchy descriptions to identify leaders. Such 

study and analysis can result in developing programs to train, prepare, and develop 

employees for leadership roles.      

  •   Leadership is the process of influencing others to facilitate the attainment of orga-

nizationally relevant goals. Exercising leadership does not require that one be in a 

formal leadership position. Three important variables present in all leadership situ-

ations are people, task, and environment.  

  •   A trait approach to leadership focuses on identifying the intellectual, emotional, 

physical, or other personal traits of  effective leaders. Traits that have been identi-

fied include intelligence, personality, height, and supervisory ability. Trait 

 approaches have failed to identify any universally accepted characteristics.  

  •   Behavior approaches to leadership focus on the behavior of the leader. Job-centered 

and employee-centered leadership and initiating structure and consideration are 

examples of  what has been identified as important leader behavior. Behavior 

 approaches and trait approaches both fail to include the nature of  the leadership 

situation in attempting to prescribe effective leadership approaches.  

•     Situational approaches emphasize the importance of considering the nature of the 

environment, or situation, in which leadership is exercised. Important situational 

approaches include Fiedler’s contingency model; Vroom, Yetton, and Jago’s nor-

mative decision-making model of leadership; the path–goal model; and Hersey and 

Blanchard’s situational leadership theory.  

  •   Charisma, transaction, and transformation are interesting and insightful ways of 

analyzing leadership. Charismatic leaders are able to attract and influence followers.  

  •   Transformational leaders are able to influence others by using charisma, paying 

 attention to followers, and stimulating others.  

  •   The leader–member exchange explanation of leaders proposes that a leader can be 

effective by being flexible in using the appropriate style with various individuals.     

 Summary of 
Key Points  
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   1.   Is coaching a specific leadership approach or is it another form of  mentoring? 

Explain.  

   2.   Over time, the many different approaches used to explain leadership have become 

increasingly involved and complex. Why do you think this has happened?  

   3.   Organizations annually spend a great deal of money on leadership training. Is this 

a wise investment? Are there other, less costly ways of  improving leadership ef-

fectiveness?  

   4.   How can “evil” individuals such as Adolf Hitler influence followers? Explain this 

in terms of charisma.  

   5.   Why would communication skill be considered important in every explanation of 

leadership covered in this chapter?  

   6.   Realistically, how much control does a leader have over situational favorableness? 

How might a leader go about trying to improve favorableness? Does it really make 

sense for a leader to try to  decrease  favorableness?  

   7.   It has been suggested that good leadership is knowing when to take charge and 

when to delegate. How consistent is this with the various situational approaches 

 discussed in this chapter?  

   8.   Is leadership more important in a large unit or a small unit? Explain.  

   9.   Is there a cause-and-effect relationship between leader behavior and follower per-

formance? What is the nature or direction of the relationship? How strong is the 

relationship?  

   10.   What substitutes for leadership exist for a student preparing to take a final exami-

nation in a course offered as part of a firm’s educational fringe-benefit program?     

   Review and 

Discussion 

Questions  

IF YOUR BOSS MAKES YOU SICK, 

CAN YOU GET A NEW ONE?

No. The Fed attempted to reasonably accommodate this 

employee’s back problem. The employee offered no solid proof 

of her claim that her current boss aggravated her back problem. 

Reasonable accommodation was offered in the form of furni-

ture and ability to move around. Plus, the Fed offered to help 

her find a comparable position.

Y O U  B E  T H E  J U D G E  C O M M E N T

•  Coaching is the use of skills in one-on-one interactions with individuals who learn 

from the coach. 

  •   Leadership substitutes are factors that render leadership unnecessary or even 

 impossible. Leadership substitutes negate the leader’s ability to either increase or 

decrease follower satisfaction or performance. Substitutes can include cohesive 

work groups, intrinsically satisfying tasks, and high levels of  subordinate ability, 

experience, and knowledge.  
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Reality Check

Now how much do you know about leadership?

 6. Approaches to leadership that suggest leadership effectiveness is a function of various aspects 

of the leadership situation are called  theories of leadership.

a. behavioral

b. situational

c. trait

d. functional

 7.  describes behavior in which the leader organizes and structures the way a job 

is to be accomplished.

a. Pressure-centeredness

b. Initiating structure

c. Coping angle

d. Managing scope

 8. The most damaging critique of Fiedler’s work on leadership centers on his measurement of the 

.

a. job’s goal

b. least preferred co-workers

c. leader’s emotions

d. attitude of subordinates

 9. The emphasis of Hersey and Blanchard’s situational leadership model is on followers and their 

level of .

a. performance

b. training

c. readiness

d. education

10. Most behavioral-style leadership theories discuss only  dimension(s).

a. 1

b. 2

c. 3

d. 4

REALITY CHECK ANSWERS

   Before     After     

   1. b  2. c  3. c  4. d  5. b     6. b  7. b  8. b  9. c  10. b   

   Number Correct     Number Correct   

       _________       _________       
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A F O S N 1. I would most likely act as the spokesperson of the group.

A F O S N 2. I would encourage overtime work.

A F O S N 3. I would allow employees complete freedom in their work.

A F O S N 4. I would encourage the use of uniform procedures.

A F O S N 5. I would permit employees to use their own judgment in solving problems.

A F O S N 6. I would stress being ahead of competing groups.

A F O S N 7. I would speak as a representative of the group.

A F O S N 8. I would encourage members for a greater effort.

A F O S N 9. I would try out my ideas in the group.

A F O S N 10. I would let members do their work the way they think best.

A F O S N 11. I would be working hard for a promotion.

A F O S N 12. I would tolerate postponement and uncertainty.

A F O S N 13. I would speak for the group if there were visitors present.

A F O S N 14. I would keep the work moving at a rapid pace.

A F O S N 15. I would turn the members loose on a job and let them go to it.

A F O S N 16. I would settle conflicts when they occur in the group.

A F O S N 17. I would get swamped by details.

A F O S N 18. I would represent the group at outside meetings.

A F O S N 19. I would be reluctant to allow the members any freedom of action.

A F O S N 20. I would decide what should be done and how it should be done.

A F O S N 21. I would give some members some of my authority.

A F O S N 22. Things would usually turn out as I had predicted.

A F O S N 23. I would allow the group a high degree of initiative.

A F O S N 24. I would assign group members to particular tasks.

A F O S N 25. I would be willing to make changes.

A F O S N 26. I would ask the members to work harder.

A F O S N 27. I would trust the group members to exercise good judgment.

A F O S N 28. I would schedule the work to be done.

A F O S N 29. I would refuse to explain my actions.

A F O S N 30. I would persuade others that my ideas are to their advantage.

A F O S N 31. I would permit the group to set its own pace.

A F O S N 32. I would urge the group to beat its previous record.

A F O S N 33. I would act without consulting the group.

A F O S N 34. I would ask that group members follow standard rules and regulations.

     T P  

 Are you task- or people-oriented? Or do you have a 

balanced style of  leading? The following items de-

scribe the people- or task-oriented aspects of leader-

ship. Use any past or present experience in leading a 

group of people as you complete the 34-item scale. 

Circle whether you would most likely behave in the 

described way, always (A), frequently (F), occasion-

ally (O), seldom (S), or never (N).

     Exercise 

 Exercise 15.1:  Task and People Orientations  
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   The T/P Leadership Questionnaire is scored as follows:

   a.   Circle the item numbers for statements 8, 12, 17, 

18, 19, 29, 33, and 34.  

  b.   Write the number 1 in front of a  circled item num-

ber  if  you responded S (seldom) or N (never) to 

that statement.  

  c.   Also write a number 1 in front of   item numbers 

not circled  if  you responded A (always) or F 

 (frequently).  

  d.   Circle the numbers that you have written in front 

of the following statements: 3, 5, 8, 10, 15, 18, 19, 

21, 23, 25, 27, 29, 31, 33, and 34.  

  e.   Count the  circled number 1s . This is your score 

for concern for people. Record the score in the 

blank following the letter P.  

  f.   Count the  uncircled number 1s . This is your score 

for concern for task. Record this number in the 

blank following the letter T.    

 Source: The T/P Leadership Questionnaire was adapted by J.B. 

Ritchie and P. Thompson.  Organization and People  (New York: West, 

1984). Copyright 1969 by the American Research Association.   

 Objectives   

  1.   To learn how to diagnose different leadership 

 situations using the Vroom-Jago model.  

  2.   To learn how to apply a systematic procedure for 

analyzing situations.  

  3.   To improve understanding of  how to reach a 

 decision.      

 Starting the Exercise  

 The instructor will form groups of  four to five 

people to analyze each of  the following three cases. 

Try to reach a group consensus on which decision 

style is best for the particular case. Each case 

should take a group between 30 and 45 minutes to 

analyze.    

 Exercise Procedures   

     Phase I (10–15 minutes):  Individually read a case 

and select what you consider to be the best deci-

sion style.  

     Phase II (30–45 minutes):  Join a group appointed 

by the instructor and reach a group consensus.  

     Phase III (20 minutes):  Each group spokesperson 

presents the group’s response and rationale to 

other groups.   

 These phases should be used for each of the cases.    

 Case I   

     Setting:  Corporate headquarters  

     Your position:  Vice president   

 As marketing vice president, you frequently receive 

nonroutine requests from customers. One such re-

quest, from a relatively new customer, is for extended 

terms on a large purchase ($2.5 million) involving 

several of  your product lines. The request is for ex-

tremely favorable terms that you would not consider 

except for the high inventory level of  most product 

lines at the present time due to the unanticipated 

slack period that the company has experienced over 

the last six months. 

   You realize that the request is probably a starting 

point for negotiations, and you have proved your 

abilities to negotiate the most favorable arrange-

ments in the past. As preparation for these negotia-

tions, you have familiarized yourself  with the 

financial situation of the customer, using various in-

vestment reports that you receive regularly. 

   Reporting to you are four sales managers, each of 

whom has responsibility for a single product line. They 

know of the order, and, like you, they believe that it is 

important to negotiate terms with minimum risk and 

maximum returns to the company. They are likely to 

differ on what constitutes an acceptable level of risk. 

The two younger managers have developed a reputa-

tion of being “risk takers,” whereas the two more 

 senior managers are substantially more conservative.    

 Exercise 

 Exercise 15.2:  Leadership Style Analysis   
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 Case II   

     Setting:  Toy manufacturer  

     Your position:  Vice president, engineering and 

design   

 You are a vice president in a large toy manufacturing 

company, and your responsibilities include the  design 

of new products that will meet the changing demand 

in this uncertain and very competitive industry. Your 

design teams, each under the supervision of a depart-

ment head, are therefore under constant pressure to 

produce novel, marketable ideas. 

   At the opposite end of the manufacturing process 

is the quality control department, which is under the 

authority of the vice president, production. When 

quality control has encountered a serious problem 

that may be due to design features, its staff has con-

sulted with one or more of your department heads to 

obtain their recommendations for any changes in the 

production process. In the wake of consumer concern 

over the safety of children’s toys, however, the respon-

sibilities of  quality control have recently been ex-

panded to ensure not only the quality but also the 

safety of your products. The first major problem in 

this area has arisen. A preliminary consumer report 

has blacklisted one of your new products without 

giving any specific reason or justification. This has 

upset you and others in the organization since it was 

believed that this product would be one of the most 

profitable items in the coming Christmas season. 

   The consumer group has provided your company 

with an opportunity to respond to the report before 

it is made public. The head of  quality control has 

therefore consulted with your design people, but you 

have been told that they became somewhat defensive 

and dismissed the report as “overreactive fanatic 

nonsense.” Your people told quality control that, 

while freak accidents were always possible, the prod-

uct was certainly safe as designed. They argued that 

the report should simply be ignored. 

   Since the issue is far from routine you have de-

cided to give it your personal attention. Because 

your design teams have been intimately involved in 

all aspects of the development of the item, you sus-

pect that their response was extreme and was per-

haps governed more by their emotional reaction to 

the report than by the facts. You are not convinced 

that the consumer group is totally irresponsible, and 

you are anxious to explore the problem in detail and 

to recommend to quality control any changes that 

may be required from a design standpoint. The 

firm’s image as a producer of high-quality toys could 

suffer a serious blow if  the report were made public 

and public confidence were lost as a result. 

   You will have to depend heavily on the back-

ground and experience of your design teams to help 

you in analyzing the problem. Even though quality 

control will be responsible for the decision to imple-

ment any changes that you may ultimately recom-

mend, your own subordinates have the background 

of  design experience that could enable you to set 

standards for what is “safe” and to suggest any de-

sign modifications that would meet these standards.    

 Case III   

     Setting:  Corporate headquarters  

     Your position:  Vice president, marketing   

 The sales executives in your home office spend a 

great deal of  time visiting regional sales offices. As 

marketing vice president, you are concerned that the 

expenses incurred on these trips are excessive— 

especially now, when the economic outlook seems 

bleak and general belt-tightening measures are  being 

carried out in every department. 

   Having recently been promoted from the ranks 

of your subordinates, you are keenly aware of some 

cost-saving measures that could be introduced. You 

have, in fact, asked the accounting department to re-

view a sample of  past expense reports, and it has 

agreed with your conclusion that several highly fa-

vored travel “luxuries” could be curtailed. For ex-

ample, your sales executives could restrict first-class 

air travel to only those occasions when economy 

class is unavailable, and airport limousine service to 

hotels could be used instead of taxis where possible. 

Even more savings could be made if  your personnel 

carefully planned trips such that multiple purposes 

could be achieved where possible. 

   The success of  any cost-saving measures, how-

ever, depends on the commitment of  your subordi-

nates. You do not have the time (or the desire) to 

closely review the expense reports of  these sales ex-

ecutives. You suspect, though, that they do not share 

your concerns over the matter. Having once been in 

their position, you know that they feel themselves to 

be deserving of travel amenities. 

   The problem is to determine which changes, if any, 

are to be made in current travel and expense account 

practices in light of the new economic conditions.     
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 The second week of January at Baruch High School 

in Manhattan, teenagers are noisily making their 

way to and from class. On the street below, a siren 

blares through Union Square. And in a classroom 

on one of  the floors of  the high school, musicians 

are sight-reading a piece of  music. After several 

frustrating attempts, cellist Melissa Meell finally 

stops and shrugs her shoulders. “We’re a long way 

from Carnegie Hall,” she quips. 

   That kind of  wisecrack would be typical of  a 

clever 12th-grader who’s struggling through her first 

Mozart symphony, hoping to ace her audition for 

all-city orchestra and get a crack at playing on the 

stage of that revered concert hall. But, in fact, Meell 

is 44, a professional musician, and a member of 

 Orpheus—a Grammy-nominated chamber orchestra 

that’s widely considered one of  the best of  its kind 

on the planet. Although she and her fellow musi-

cians are just 19 days away from their next Carnegie 

Hall performance, they still sound as if  they’re play-

ing rubber bands. 

   With such an imposing deadline at hand, why is 

this prestigious group of  musicians rehearsing in 

such noisy surroundings? The school, it turns out, is 

its home. Orpheus has been the orchestra in resi-

dence at Baruch High School for more than three 

years and at Zicklin School of  Business, which is 

 affiliated with New York City’s university system, 

since September 1999. Orpheus is a conductorless 

orchestra, and it was for that very reason that 

 Baruch wanted the orchestra to take up residence 

there—so that students could watch Orpheus 

 rehearse and observe firsthand how it uses collabo-

ration and consensus-building to settle its creative 

differences. High school students would get a living 

lesson in conflict resolution. And business students, 

who would soon be working in a world where few 

people believe that a CEO has—or should have—all 

of  the answers, would learn that self-governance 

makes a worthwhile model and that leadership is 

most effective when all levels of  an organization 

have input. 

   Its self-governing and leadership abilities have 

made Orpheus more than just a group of gifted mu-

sicians. Orpheus has actually become a metaphor 

for structural change—the kind of change that has 

bedeviled so many big companies and exasperated 

so many big-company CEOs. Orpheus’s founder, 

 Julian Fifer, 49, first became aware of  the group’s 

metamorphosis when a chairman of a large Japanese 

publishing company approached him several years 

ago. “He told me how much he had enjoyed our 

concert,” Fifer recalls. “But then he confided that he 

didn’t want his employees to discover us.” Fifer was 

amused—and intrigued: If  old-line business leaders 

resisted their self-governing process, presumably 

there were corporate mavericks who would find it 

compelling. That assumption proved to be correct. 

Several large companies, including Kraft Foods and 

Novartis AG, have hired Orpheus to demonstrate its 

process to their executives. 

   What do these executives find so compelling about 

Orpheus’s sound and system? To them, the group is a 

radical, ongoing experiment to find out whether 

grassroots democracy and commitment to consensus 

can lead to transcendental performance—or whether 

it will all end in organizational chaos and muddled 

results. So what is the key to the orchestra’s contin-

ued success? A set of insights about motivation, deci-

sion making, performance, and work that are as 

relevant in conference rooms as they are in concert 

halls.  

 Motivation: The Sweet Sound 

of Satisfaction  

 Those who aspire to a career as a classical musician 

and who are studying at a top conservatory have a 

few obvious career paths: Clearly, the more talented 

you are, the more options you have. Those who win 

or place well in big competitions can go on to sign 

recording contracts and to enjoy solo careers. They 

can also choose to join chamber music groups, as do 

many of  their other colleagues. Virtually all—no 

matter how successful or well-known—teach. Some, 

however, are forced to do so to support themselves 

financially. Most orchestra musicians who want to 

perform full-time join symphony orchestras. 

   Those jobs offer relative stability and a decent in-

come, but they are hard to come by. Even so, back in 

 Case 

 Case 15.1:  Rotating Leaders: Orpheus Orchestra  
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the early 1970s, when Orpheus’s founding members 

were trickling out of  music schools and into the 

New York freelance scene, taking such a job was not 

high on their list of  career goals. “Many of  us be-

lieved that joining a traditional orchestra would lead 

to a creative dead end,” says Ronnie Bauch, 47, a 

violinist with Orpheus since 1974, “because you’d be 

under the thumb of its conductor for the next 30 or 

40 years.” 

   “Ironically, your conservatory training leaves you 

ill-equipped to play in large orchestras,” adds Frank 

Morelli, 40, a bassoonist who joined Orpheus in the 

late 1970s but sometimes also plays in conductor-led 

groups. “Presumably, you’ve devoted so much time 

to studying music because you have a need for self-

expression. If  you’ve studied at a top school for the 

past four or so years, you’ve also got a certain 

amount of  pride and ego invested in your career. 

And you’re self-motivated because the competition 

is so steep. But all of those things can get in the way 

when you’re sitting in an orchestra with a conductor 

telling you what to do.” 

   Some observers of  the orchestra scene today 

believe that the moral righteousness of  Orpheus’s 

early members was prophetic. “The climate in 

most conductor-led orchestras is appalling,” says 

Harvey Seifter, 46, Orpheus’s executive director, 

who left the theater world about two years ago to 

take on the delicate task of  administering to the 

needs of  this self-governing enterprise. “Orches-

tras take a lot of  very smart people, many of  whom 

learned to read music before they learned to read 

words, and, if  they’re violinists, sit them in the last 

row of  the second-violin section, where they must 

unquestioningly follow someone who’s waving a 

stick at them. Success is defined as how good you 

are at getting your bow to leap off  your violin at 

the exact same nanosecond as all of  the other vio-

linists’ bows.” 

   That interpretation is in keeping with the results 

of  a study conducted by Harvard psychology pro-

fessor Richard Hackman. In the early 1990s, Hack-

man looked at job satisfaction among symphony 

musicians in 78 orchestras in four countries and 

found widespread discontent. Indeed, in this now 

well-known study, symphony members experienced 

the same levels of  job satisfaction as the federal 

prison guards whom Hackman had studied earlier. 

Symphony musicians were, however, happier than 

professional hockey players. 

   “Most of them adapt,” explains Hackman. “But 

they often do that by finding other ways to develop 

musically. One person said that he had to be very 

careful not to let his symphony job get in the way of 

making music.” 

   For Fifer, the inspiration for Orpheus came from 

his chamber music experiences back at Juilliard. 

He found the sense of  intimacy and connectedness 

that he felt with other musicians in those groups 

exciting and inspiring, and he longed to find a way 

to re-create that experience on a larger scale. “I 

loved chamber music’s clarity of  sound and flexi-

bility of  temperament,” he says. “I wanted to bring 

that camaraderie and spirit into a larger setting. 

And in order for everyone to be able to communi-

cate more effectively, it seemed necessary to do 

without a conductor.” 

   So Fifer invited a select group of  musicians to 

that first rehearsal, carefully choosing among those 

who he knew could take—as well as give—criticism. 

He named the group Orpheus, for the Greek god 

who created music so powerful that stones rose up 

and followed him. “We had no particular method 

for presenting interpretations and ideas on a piece, 

but our spirits were high, and we had a great deal of 

enthusiasm,” he recalls. “It was as if  we were calling 

out to anyone who would listen. ‘Look Ma, no 

hands!’”    

 Decision Making: Everyone’s a Leader 
(Just Not All at Once)  

 But could they do it? When Fifer’s idea first took 

shape, he knew of  no preexisting model for a con-

ductorless group of  Orpheus’s size—anywhere. So 

his idea was an ambitious one: assembling a num-

ber of  renegade musicians and building a sustain-

able enterprise fueled only (at least at first) by 

idealism and satisfaction. Still, the group pressed 

on, meeting at Chinese restaurants, rehearsing in 

churches, and performing at public libraries and 

housing projects, because city-owned property cost 

nothing to rent. Eventually, the group got a few 

annual grants from New York’s arts commission, 

created a demo tape, and, in 1974, booked a small 

hall at Lincoln Center for its debut performance. 

In 1979, Orpheus made its first concert tour of 

Europe, and five years later, it signed a recording 

contract with the prestigious Deutsche Gramma-

phon label. 
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   Even as performances gained recognition and at-

tracted larger audiences, rehearsals remained a work 

in progress. At first, all 27 members of  the group 

participated in every decision that had to be made 

for each piece—hundreds of  tiny details involving 

dynamics, phrasing, and tempo. So that Orpheus 

wouldn’t sound like dueling stereos, each decision 

had to be unanimous. And that could take a while, 

especially when 27 strong-willed musicians were 

 involved, and the buck stopped with all of  them. 

“Rehearsals were becoming free-for-alls,” says Martha 

Caplin, 48, a violinist with the group since 1982. 

“We needed twice as many rehearsals just to try all 

of the ideas.” 

   Any organization that operates on consensus 

risks the possibility of  arriving at utterly wishy-

washy decisions. If  the agreement process is itself  

chaotic, that risk is even greater. To combat that 

problem, Orpheus decided to experiment with a new 

rehearsal method. Instead of just giving the floor to 

anyone who had an interpretation to offer, Orpheus 

formed smaller core groups, whose members would 

change regularly, that would rehearse each piece be-

fore the entire group began working on it. 

   “These core groups formulate one interpretation 

of a piece,” Bauch emphasizes. “It’s not necessarily 

the interpretation. Sometimes it’s just a starting 

point.” A core group does the same sort of prepara-

tion that a good conductor would do—researching 

the composer’s other works, learning the history of 

the particular work that will be performed, and lis-

tening to recordings of that piece of music. Then the 

core group presents its ideas to the entire ensemble 

during the first read-through. 

   Another unusual aspect of  Orpheus is the role 

that its concertmaster plays. In conductor-led or-

chestras, the concertmaster is usually more of  a 

team captain. But in Orpheus, that function (which 

rotates regularly) is similar to that of a player-coach 

on a soccer team. Orpheus’s concertmasters are re-

sponsible for actually running rehearsals, moderat-

ing debates among members, suggesting resolutions 

to those debates, and making sure that such discus-

sions don’t get too bogged down. Although the core 

group exerts its influence mostly in the early stages 

of  rehearsing a piece, the concertmaster has more 

influence as performance dates near. 

   According to Fifer, having different people be 

concertmaster seemed the only logical way to run a 

group fueled by 1960s idealism. The decision to 

 rotate core-group members was, however, more 

pragmatic: “That rotation method actually alleviates 

some of the pressure to try to get your way all of the 

time,” admits Bauch. “Having to modulate our per-

sonalities and to take on different roles gives us an 

opportunity to develop leadership skills as well as a 

chance to be supportive.” At first, the entire group 

voted on who would be the concertmaster for each 

piece. Eventually, Orpheus elected an executive com-

mittee that appoints a concertmaster according to 

an individual’s particular musical expertise. 

   Not only do core groups and concertmasters 

change from concert to concert, but they also change 

from piece to piece. Such frequent changes in leader-

ship require some preperformance planning. At the 

conclusion of  every piece, Orpheus musicians bow 

and walk off  stage. When they return for the next 

selection on the program, they take different seats, 

according to their part in that piece. This maneuver-

ing is similar to that of  the small chamber groups 

that Fifer envisioned when he formed Orpheus. 

   And also like those small chamber-music groups, 

different members of  Orpheus give one another 

musical cues. Alert audience members will notice a 

musician use a nod of a head or a gesture of a bow, 

in a way inviting a fellow musician to join the “con-

versation” by offering that person a chance to pick 

up a musical thought. “At any time, you can be leading 

or following. ‘Supporting’ is the word that we like to 

use,” says Bauch. “When I’m about to get a cue. I 

often find myself  moving with the musician who’s 

playing.” That physical style of  playing is usually 

not experienced in a standard symphony orchestra. 

It’s as if  members of Orpheus are all breathing with 

the same set of lungs. 

   For performances, Orpheus sits in a semicircle, 

with the center space (which is normally reserved for 

a conductor) empty. As a result, casual observers 

and some critics have erroneously referred to the en-

semble as being “leaderless.” In fact, “Orpheus ex-

erts more leadership than any other orchestra I’ve 

examined,” says Harvard’s Hackman.    

 Performance: Practice Random Acts 
of Leadership  

 Soloists often adjust how loud they play a piece and 

how long they hold a note to the acoustics of a par-

ticular recital hall. Orpheus does the same. Those 

who have never worked with the group may find its 
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methods fascinating. “One of  the neatest things 

about Orpheus is that one of  its musicians will go 

down and sit in the audience to hear how each piece 

sounds to a concertgoer’s ears,” says Susan Botti, a 

singer and composer who wrote a piece that  Orpheus 

premiered. “I come from the theater, so I’m used 

to having people out where the audience sits tak-

ing notes and giving feedback during a run-

through, but I’ve never seen that happen in an 

orchestra before.” 

   Whether or not the concertmaster for a piece is 

particularly vocal, or the core group unusually opin-

ionated, Orpheus’s members all demonstrate great 

faith in the feedback from the colleague who’s doing 

a sound check. “It’s a crucial part of  what we do,” 

says Bauch. “On stage, you can’t hear how a piece of 

music sounds to an audience, so you have to trust 

your colleague’s ear. We used to vote on that kind of 

stuff  at the last minute. Now that our listening skills 

are more refined, I think we trust one another more.” 

(Bauch also has had an opportunity to hone another 

of  his senses—just in case he’ll need it on the con-

cert stage: He helped taste-test New York Super 

Fudge Chunk ice cream for his childhood friends, 

Ben and Jerry.) 

   Bauch notes that changing core-group partici-

pants and the concertmaster position has given each 

orchestra member an intensive course in leadership 

training. “I’ve always been a quiet person, but in this 

group, speaking up is a matter of  survival,” says 

 Susan Palma-Nidel, a flutist with Orpheus since 1980. 

“This experience has allowed me to discover 

strengths that I didn’t know I had. Not only have I 

helped lead the group, but I’ve also been interviewed 

by the media—something I never thought I’d do. If  

I hadn’t been forced to do those things, I’m not sure 

that I ever would have.”  

 Questions  

  1.   What would business organizations such as Kraft 

Foods gain from observing Orpheus in action?  

  2.   Orpheus rotates the concertmaster position 

among core-group members. What is the logic of 

rotating the leader?  

  3.   What are some of the substitutes for permanent 

leadership that exist within Orpheus?  

      Source:  Adapted from Ron Lieber, “Leadership Ensemble,”  Fast 

Company , May 2000, p. 286, used by permission.       
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 Organizational 
Structure and Design   
 Learning Objectives 

 After completing Chapter 16, you should be able to: 

  •   Identify  the choices that must be made in 

designing an organizational structure. 

  •   Define  what is meant by the term  division of 

labor.  

  •   Discuss  the role of delegation of authority in 

design decisions. 

  •   Describe  several forms of departmentalization. 

  •   Identify  the major advantages of matrix 

 organizational design. 

  •   Explain  the importance of span of control. 

  •   Define  three important dimensions of 

 structure. 

  •   Compare  mechanistic and organic 

 organizational design. 

  •   Discuss  multinational organizational 

 structure and design issues. 

  •   Explain  the meaning of the term  virtual 

 organization.     

   C H A P T E R  S I X T E E N 

 Organizational structure and design have always been important factors influencing 

the behavior of individuals and groups that comprise the organization; the new rules 

of operating in today’s global business environment make structure and design consid-

erations even more critical. 1  Today’s managers are faced with an array of  structural 

possibilities. 2  Ultimately, it is through the design of  the structure that management 

establishes expectations for what individuals and groups will do to achieve the organi-

zation’s purposes. But before these purposes can be accomplished, somebody must do 

some work. Not only must people do some work, but they must also do the right 

work. And that brings us to organizational structure, because it is through structure 

that managers decide how the organization’s purposes will be accomplished. 3  

 Managers achieve coordinated effort through the design of a structure of task and 

authority relationships. Design, in this context, implies that managers make a con-

scious effort to predetermine the way employees do their work. Structure refers to 

relatively stable relationships and processes of the organization. Organizational struc-

ture is considered by many to be “the anatomy of the organization, providing a foun-

dation within which the organization functions.” 4  Thus, the structure of  an 

organization, similar to the anatomy of a living organism, can be viewed as a frame-

work. The idea of  structure as a framework “focuses on the differentiation of  posi-

tions, formulation of rules and procedures, and prescriptions of authority.” 5   Therefore, 

the purpose of structure is to regulate, or at least reduce, uncertainty in the behavior 

of individual employees. 

 Organizations are purposive and goal-oriented, so it follows that the structure of 

organizations also is purposive and goal-oriented. Our concept of  organizational 

structure takes into account the existence of  purposes and goals, and our attitude is 
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Reality Check

How much do you know about organizational structure and design?

1. Personal specialties, natural sequence of work, and vertical plane are  approaches to which of the 

following?

a. Delegation of authority

b. Utilization analysis

c. Division of labor

d. Both a and b are correct answers.

2. True or false: The phrase “span of control” refers to the total number of product and customer 

divisions under a single manager’s control.

a. True

b. False

3. A matrix organization is characterized by which of the following statements?

a. It attempts to combine the elements of two organizational forms.

b. It requires employees to follow decisions made by computers.

c. It creates a flatter organization.

d. None of the above (a–c) are correct.

4. The greater the number of different jobs and/or units within an organization, the greater the level 

of  within the organization.

a. socialization

b. training

c. complexity

d. authoritarianism

5. According to Henri Fayol, the  principle suggests that all communications within 

an organization from the lowest-level employee must pass through each superior in the chain of 

command.

a. top-down

b. scalar chain

c. cross-current

d. executive

that management should think of structure in terms of its contribution to organiza-

tional effectiveness, even though the exact nature of the relationship between structure 

and effectiveness is inherently difficult to know. Structural decisions should also  reflect 

company values and incorporate ethical and environmental considerations. Indeed, as 

illustrated in this chapter’s You Be the Judge, many issues relating to corporate social 

responsibility are at the core of  some contemporary approaches to organizational 

design and structure.  

   Designing an Organizational Structure  

 Managers who set out to design an organizational structure face difficult decisions. 

They must choose among a myriad of alternative frameworks of jobs, work projects, 

and departments. The process by which they make these choices is termed    organizational 

design   , and it means quite simply the decisions and actions that result in an organiza-

tional structure. 6  This process may be explicit or implicit, it may be “one-shot” or 

 developmental, it may be done by a single manager or by a team of managers. 7  How-

ever the actual decisions come about, the content of the decisions is always the same. 

        organizational design  
 A specific organiza-

tional structure that 

 results from managers’ 

decisions and actions.     
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The first decision focuses on individual jobs, the next two decisions focus on depart-

ments or groups of jobs, and the fourth decision considers the issue of delegation of 

authority throughout the structure. 

   1.   Managers decide how to divide the overall task into successively smaller jobs. Man-

agers divide the total activities of the task into smaller sets of related activities. The 

effect of this decision is to define jobs in terms of specialized activities and respon-

sibilities. Although jobs have many characteristics, the most important one is their 

degree of specialization.  

  2.   Managers decide the bases by which to group the individual jobs. This decision is 

much like any other classification decision, and it can result in groups containing 

jobs that are relatively homogeneous (alike) or heterogeneous (different).  

  3.   Managers decide the appropriate size of  the group reporting to each superior. As 

we have already noted, this decision involves determining whether spans of control 

are relatively narrow or wide.  

  4.   Managers distribute authority among the jobs. Authority is the right to make deci-

sions without approval by a higher manager and to exact obedience from desig-

nated other people. All jobs contain some degree of  the right to make decisions 

within prescribed limits. But not all jobs contain the right to exact obedience from 

others. The latter aspect of authority distinguishes managerial jobs from nonmana-

gerial jobs. Managers can exact obedience; nonmanagers can’t.   

   Thus, organizational structures vary depending upon the choices that managers 

make. If  we consider each of the four design decisions to be a continuum of possible 

choices, the alternative structures can be depicted as follows:

    Organizational structures tend toward one extreme or the other along each contin-

uum. Structures tending to the left are characterized by a number of terms including 

 classical, formalistic, structured, bureaucratic, System 1,  and  mechanistic . Structures 

tending to the right are termed  neoclassical, informalistic, unstructured, nonbureaucratic, 

System 4,  and  organic.  8  Exactly where along the continuum an organization finds itself  

has implications for its performance as well as for individual and group behavior. 9     

 Division of Labor  

    Division of labor    concerns the extent to which jobs are specialized. Managers divide the 

total task of the organization into specific jobs having specified activities. The activi-

ties define what the person performing the job is to do. For example, activities of the 

job “accounting clerk” can be defined in terms of the methods and procedures  required 

to process a certain quantity of transactions during a period of time. 

      division of labor  

 The process of divid-

ing work into relatively 

specialized jobs to 

achieve advantages of 

specialization.     

Division of labor:  Specialization

 High  Low

Authority:  Delegation

 High  Low

Departmentalization:  Basis

 Homogeneous  Heterogeneous

Span of control:  Number

 Few  Many
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   The economic advantages of  dividing work into specialized jobs are the principal 

historical reasons for the creation of  organizations. 10  As societies became more and 

more industrialized and urbanized, craft production gave way to mass production. 

Mass production depends upon the ability to obtain the economic benefits of special-

ized labor, and the most effective means for obtaining specialized labor is through 

 organizations. Although managers are concerned with more than the economic impli-

cations of  jobs, they seldom lose sight of  specialization as the rationale for dividing 

work among jobs. 11  

CAN ORGANIZATIONAL DESIGN IMPACT 

CORPORATE SOCIAL RESPONSIBILITY?

Fuji Heavy Industries (FHI), a Japanese company, has orga-

nized itself into four divisions: automobile, aerospace, indus-

trial products, and “other.” While most people may not be 

familiar with FHI, almost everyone has heard of its car brand, 

Subaru. FHI’s other divisions produce a diverse range of 

products from military helicopters and airliner wings to sani-

tation vehicles. Although FHI is entrenched in classic “heavy 

industries,” it is not your typical smokestack company.

FHI’s corporate philosophy specifically includes its “aim 

to continuously promote harmony between people, society, 

and the environment.” The company has also issued a spe-

cific environmental policy that states:

FHI recognizes the integral relationship between the envi-

ronment and its business activities and strives to provide 

products that are friendly to the earth, society, and people. 

FHI is protecting the environment to ensure our future.

FHI doesn’t stop there. Its “operating criteria for environ-

mental conservation” expands on the environmental policy 

and includes the following points.

1. FHI is committed to environmental conservation and gives 

consideration to environmental impact at every step of 

product development, design, manufacture, sales, service, 

and disposal.

2. FHI observes the relevant laws, regulations, and agreements 

with communities and industries, while also promoting vol-

untary activities in accordance with its own environmental 

objectives and targets as determined by the company.

3. FHI recognizes the importance of continual improvement 

and efforts to prevent pollution and encourages every 

 employee to act with self-awareness and responsibility.

4. FHI endeavors to raise environmental consciousness by 

providing educational opportunities for its employees 

 according to their job status and job description.

5. FHI regularly performs audits and inspections to improve 

its environmental conservation activities.

6. FHI is committed to interacting within the community 

and engaging in joint activities to further environmental 

preservations.

FHI has done more than just issue statements. For example, 

many Subarus are engineered as super-ultra-low-emission and 

zero-emission vehicles. According to Environmental Protection 

Agency (EPA) fuel economy statistics, Subaru sells the most 

 fuel-efficient fleet of all-wheel-drive vehicles in the market, but 

its commitment doesn’t end there. Subaru’s Indiana manufac-

turing plant (SIA) was the first auto assembly plant in the world 

that sends nothing from its manufacturing operation to a landfill. 

Subaru proudly proclaims that the average U.S. consumer 

sends more trash to a landfill each week than its SIA facility. As 

if that’s not enough, SIA’s 800 acres have been designated a 

“Backyard Wildlife Habitat” and are an animal sanctuary. The 

manufacturing campus is home to numerous forms of wildlife 

including the bald eagle. Subaru sponsors various community 

organizations including: the ASPCA, Leave No Trace Center for 

Outdoor Ethics, and the Geological Society of America.

FHI’s environmental efforts aren’t just limited to Subaru. It 

has developed ultra-light materials for use in aircraft and is 

involved in wind and other alternative energy initiatives. Even 

its sanitation vehicles are designed to be eco-friendly. FHI’s 

commitment to the environment is embedded in its organiza-

tion from the chairman to the line employee.

In your opinion, to what extent (if at all) should an organiza-

tion be committed to the environment? While FHI may view its 

environmental initiatives as investments, whose funds are being 

invested? Is FHI doing too much or too little? You be the judge.

Sources: “Business Segments and Geographic Segments,” Fuju Heavy 

Industries, www.fhi.co.jp/english/ir/finance/achievement.html (ac-

cessed April 3, 2009); “About Subaru of America, Inc.,” Subaru of North 

America, www.subaru.com.company/news.index.html (accessed April 

3, 2009); and “Fuji Heavy Industries,” Subaru of North America, www.

drive.subaru.com/OnlineX_Fuji.htm (accessed April 3, 2009).

Y O U  B E  T H E  J U D G E
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   Division of labor in organizations can occur in three different ways: 12  

  1.    Personal specialties.  Most people think of  specialization in the sense of  occupa-

tional and professional specialties. Thus, we think of accountants, software engi-

neers, graphic designers, scientists, physicians, and the myriad of other specialties 

that exist in organizations and everyday life.  

   2.    Natural sequence of work.  For example, manufacturing plants often divide work 

into fabricating and assembly, and individuals will be assigned to do the work of 

one of  these two activities. This particular manifestation of  division of  work is 

termed  horizontal specialization.   

   3.    Vertical plane.  All organizations have a hierarchy of authority from the lowest-level 

manager to the highest-level manager. The CEO’s work is different from the shift 

supervisor’s.    

   Determining what each job in the organization should do is a key managerial deci-

sion. Jobs vary along a general dimension of  specialization, with some jobs being 

more highly specialized than others. Managers can change an organization’s structure 

by changing the degree of  specialization of  jobs. For example, Procter & Gamble 

(P&G) ex-CEO Edwin Artzt changed the degree of  specialization of  the company’s 

sales reps. Artzt believed that sales reps interested in developing strong ties with cus-

tomers lost their competitive instinct. He believed that team members devoted too 

much energy to building relationships within the team and with the customers and too 

little attention to building volume and profit. He reversed P&G’s team approach in 

favor of  sales representatives who represented narrow sectors such as soap and food 

products. One organizational effect of Artzt’s decision had been a move to create sep-

arate sales groups within each sector. In terms of specialization of labor, sales repre-

sentatives were given more specialized jobs (they sold fewer different products) and 

the organization had more specialized units (the sales units in each of the sectors). 13  

Current CEO A.G. Lafley continues to refocus P&G’s energies and has achieved 

 significant financial success (e.g., company sales increased 19 percent to a total of 

$51.4 billion in 2004). 14  

   The process of defining the activities and authority of jobs is analytical; that is, the 

total task of the organization is broken down into successively smaller ones. But then 

management must use some basis to combine the divided tasks into groups or depart-

ments containing some specified number of individuals or jobs. We will discuss these 

two decisions relating to departments in that order.    

 Delegation of Authority  

 Managers decide how much authority should be delegated to each job and each 

jobholder. As we have noted, authority refers to individuals’ right to make deci-

sions without approval by higher management and to exact obedience from others. 

   Delegation of authority    refers specifically to making decisions, not to doing work. A 

sales manager can be delegated the right to hire salespeople (a decision) and the 

right to assign them to specific territories (obedience). Another sales manager may 

not have the right to hire but may have the right to assign territories. Thus, the de-

gree of  delegated authority can be relatively high or relatively low with respect to 

both aspects of  authority. Any particular job involves a range of  alternative con-

figurations of  authority delegation. 15  Managers must balance the relative gains and 

losses of  alternatives. 

      delegation of authority  
 The process by which 

authority is distributed 

downward in an orga-

nization.     
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  Reasons to Decentralize Authority 

 Relatively high delegation of authority encourages the development of professional 

managers. This is one reason Microsoft’s top two leaders, Bill Gates and Steve Ballmer, 

built a professional management structure that will help the organization ensure suc-

cession planning and live much longer than its founders. 16  Organizations that decen-

tralize (delegate) authority enable managers to make significant decisions, to gain skills, 

and to advance in the company. By virtue of their right to make decisions on a broad 

range of issues, managers develop expertise that enables them to cope with problems of 

higher management. Managers with broad decision-making power often make difficult 

decisions. Consequentially, they are trained for promotion into positions of even greater 

authority and responsibility. Upper management can readily compare managers on the 

basis of actual decision-making performance. Advancement of managers on the basis 

of demonstrated performance can eliminate favoritism and minimize personality in the 

promotion process. 

   Second, high delegation of authority can lead to a competitive climate within the or-

ganization. Managers are motivated to contribute in this competitive atmosphere, since 

they’re compared with their peers on various performance measures. A competitive envi-

ronment in which managers compete on sales, cost reduction, and employee development 

 targets can be a positive factor in overall organizational performance. Competitive envi-

ronments can also produce destructive behavior if one manager’s success occurs at the 

expense of another’s. But regardless of whether it’s positive or destructive, significant 

competition exists only when individuals have authority to do those things that enable 

them to win. 

   Finally, managers who have relatively high authority can exercise more autonomy 

and thus satisfy their desires to participate in problem solving. This autonomy can 

lead to managerial creativity and ingenuity, which contribute to the adaptiveness and 

development of the organization and managers. As we’ve seen in earlier chapters, op-

portunities to participate in setting goals can be positive motivators. But a necessary 

condition for goal setting is authority to make decisions. Many organizations, large 

and small, choose to follow the policy of decentralization of authority. 

   Decentralization of  authority has its benefits, but these benefits aren’t without 

costs. Organizations that are unable or unwilling to bear these costs will find reasons 

to centralize authority.  

    Reasons to Centralize Authority 

 Several reasons support centralizing authority. First, managers must be trained to 

make the decisions that go with delegated authority. Formal training programs can be 

quite expensive, which can more than offset the benefits. 

   Second, many managers are accustomed to making decisions and resist delegating 

authority to their subordinates. Consequently, they may perform at lower levels of 

 effectiveness because they believe that delegation of authority involves losing control. 

   Third, administrative costs are incurred because new or altered accounting and 

performance systems must be developed to provide top management with information 

about the effects of  their subordinates’ decisions. When lower levels of  management 

have authority, top management must have some means of reviewing the use of that 

authority. Consequently, they typically create reporting systems that inform them of 

the outcomes of decisions made at lower levels in the organization. 

   The fourth and perhaps most pragmatic reason to centralize is that decentralization 

means duplication of functions. Each autonomous unit must be truly self-supporting 
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to be independent. But that involves a potentially high cost of  duplication. Some 

 organizations find that the cost of decentralization outweighs the benefits. 17    

 Decision Guidelines 

 Like most managerial issues, whether authority should be delegated in a high or 

low degree cannot be resolved simply. 18  As usual, in managerial decision mak-

ing, whether to centralize or decentralize authority can only be guided by general 

questions.     

 Departmental Bases  

 The rationale for grouping jobs rests on the necessity for coordinating them. The spe-

cialized jobs are separate, interrelated parts of the total task, whose accomplishment 

requires the accomplishment of  each of the jobs. But the jobs must be performed in 

the specific manner and sequence intended by management when they were defined. 

As the number of  specialized jobs in an organization increases, there comes a point 

when they can no longer be effectively coordinated by a single manager. Thus, to cre-

ate manageable numbers of jobs, they are combined into smaller groups and a new job 

is defined—manager of the group. 

   The crucial managerial consideration when creating departments is determining 

the basis for grouping jobs. Of  particular importance is the determination for the 

bases for departments that report to the top management position. In fact, numerous 

bases are used throughout the organization, but the basis used at the highest level 

determines critical dimensions of  the organization. Some of  the more widely used    

departmentalization    bases 19  are described in the following sections. 

  Functional Departmentalization 

 Managers can combine jobs according to the functions of the organization. Every or-

ganization must undertake certain activities to do its work. These necessary activities 

are the organization’s functions. The necessary functions of a manufacturing firm in-

clude production, marketing, finance, accounting, and human resources. These activi-

ties are necessary to create, produce, and sell a product. Necessary functions of  a 

commercial bank include taking deposits, making loans, and investing the bank’s funds. 

The functions of a hospital include surgery, psychiatry, housekeeping, pharmacy, nurs-

ing, and human resources. 20  Each of these functions can be a specific department, and 

jobs can be combined according to them. The functional basis is often found in rela-

tively small organizations that provide a narrow range of products and services. It is 

also widely used as the basis in divisions of large multiproduct organizations. 

   Manufacturing organizations are typically structured on a functional basis (see 

Exhibit 16.1). The functions are engineering, manufacturing, reliability, distribution, 

finance, human resources, public relations, and purchasing. The functional basis has 

wide application in both service and manufacturing organizations. The specific con-

figuration of functions that appear as separate departments varies from organization 

to organization. 

   The principal advantage of  the functional basis is its efficiency. That is, it seems 

logical to have a department that consists of  experts in a particular field such as pro-

duction or accounting. By having departments of  specialists, management creates 

efficient units. An accountant is generally more efficient when working with other 

accountants and other individuals who have similar backgrounds and interests. They 

can share expertise to get the work done. 

      departmentalization  
 The manner in which 

an organization is 

structurally divided. 

Some of the more pub-

licized divisions are by 

function, territory, 

product, customer, and 

project.     
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   This classic form of organization is used to produce a classic snack, Lay’s potato 

chips. A quick review of Frito-Lay North America’s leadership structure indicates a 

functional organization. Reporting to president and CEO Al Carey are separate vice 

presidents responsible for the organization’s public affairs, innovation, legal issues, 

marketing, operations, human resources, and sales. Although the division produces 

over 40 top brands and uses various distribution channels to reach different customer 

segments, this $12 billion business uses the functional form of organization to domi-

nate the very competitive business of snack foods. 21  

   A major disadvantage of  this departmental basis is that, because specialists are 

working with and encouraging each other in their areas of expertise and interest, or-

ganizational goals may be sacrificed in favor of departmental goals. Accountants may 

see only their problems and not those of production or marketing or the total organi-

zation. In other words, the culture of and identification with the department are often 

stronger than identification with the organization and its culture.   

 Geographic Departmentalization 

 Another basis for departmentalizing is to establish groups according to geographic 

area. The logic is that all activities in a given region should be assigned to a manager. 

This individual is in charge of all operations in that particular geographic area. 

   In large organizations, geographic arrangements are advantageous because physi-

cal separation of activities makes centralized coordination difficult. For example, it is 

extremely difficult for someone in New York to manage salespeople in Kansas City. It 

makes sense to assign the managerial job to someone in Kansas City. 

   Large, multiunit retail stores are often organized along geographic lines. Specific retail 

outlets in a geographic area will comprise units, often termed  divisions,  which report to 

a regional manager who in turn may report to a corporate manager. For example, the 

manager of the Lexington, Kentucky, retail store of a national chain reports to the 

president, Midwest Division. The Midwest Division reports to the headquarters unit. 

   Territorial departmentalization provides a training ground for managerial person-

nel. The company is able to place managers in territories and then assess their progress 

in that geographic region. The experience that managers acquire in a territory away 

from headquarters provides valuable insights about how products and/or services are 

accepted in the field. Exhibit 16.2 depicts a territorial organization structure. 

   Product Departmentalization 

 Managers of  many large, diversified companies group jobs on the basis of  product. 

All jobs associated with producing and selling a product or product line will be placed 

under the direction of  one manager. Product becomes the preferred basis as a firm 

grows by increasing the number of products it markets. As a firm grows, it’s difficult 

EXHIBIT 16.1
Functional 

Departmentalization 

Structure

PersonnelEngineering Manufacturing Marketing Finance

OBM
Company
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to coordinate the various functional departments and it becomes advantageous to es-

tablish product units. This form of organization allows personnel to develop total ex-

pertise in researching, manufacturing, and distributing a product line. Concentrating 

authority, responsibility, and accountability in a specific product department allows 

top management to coordinate actions. 

   The organizational structure using products as the basis for departments has been 

a key development in modern capitalism. The term  divisional organization  refers to 

this form of organizational structure. Most of the major and large firms of developed 

countries use it to some degree. The product-based divisions are often freestanding 

units that can design, produce, and market their own products, even in competition 

with other divisions of the same firm. 22  

   A product department organization is shown in Exhibit 16.3 with three product 

divisions (small household appliances, large household appliances, and commercial 

appliances) reporting to the OBM corporate headquarters. Within each of these units 

we find production and marketing personnel. Since managers of  product divisions 

coordinate sales, manufacturing, and distribution of a product, they become the over-

seers of a profit center. In this manner, profit responsibility is implemented in product-

based organizations. Managers are often asked to establish profit goals at the beginning 

of a time period and then to compare actual profit with planned profit. 

   Wind River Systems, a global leader in device software optimization, has recently 

moved to this structure. It has organized itself  into four product divisions: VxWorks, 

Linux, Tools, and Device Test. The company believes that doing so has allowed it to 

better respond to clients and permits the company to better measure the returns on 

investments. 23  

   Product-based organizations foster initiative and autonomy by providing division 

managers with the resources necessary to carry out their profit plans. But such organi-

zations face the difficult issue of  deciding how much redundancy is necessary. Divi-

sional structures contain some degree of redundancy because each division wants its 

own research, engineering, marketing, production, and all other functions necessary 
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to do business. Thus, technical and professional personnel are found throughout the 

organization at the division levels. The cost of this arrangement can be exorbitant.   

 Customer Departmentalization 

 Customers and clients can be a basis for grouping jobs. 24  Examples of customer-oriented 

departments are the organizational structures of educational institutions. Some institu-

tions have regular (day and night) courses and extension divisions. In some instances, a 

professor will be affiliated solely with the regular division or extension division. In fact, 

titles of some faculty positions specifically mention the extension division. 

   Another form of customer departmentalization is the loan department in a com-

mercial bank. Loan officers are often associated with industrial, commercial, or agri-

cultural loans. The customer will be served by one of these three loan officers. 

   The importance of customer satisfaction has stimulated firms to search for creative 

ways to serve people better. Since the Bell System broke up, competition for customers 

has forced AT&T to organize into customer-based units that identify with the needs 

of  specific customers. Before the breakup, the firm was organized around functions. 

The move toward customer-based departments at Bell Labs was accompanied by ef-

forts to implement total quality management (TQM), a customer-focused manage-

ment practice that is reinforced in the customer-based structure. 25  

   Some department stores are departmentalized to some degree on a customer basis, 

as shown in Exhibit 16.4. They have groupings such as retail store customers, mail-

order customers, institutional customers, and government customers. Organizations 

with customer-based departments are better able to satisfy customer-identified needs 

than organizations that base departments on noncustomer factors. 26  

   The Matrix Model 

 The    matrix model of organizational design    attempts to maximize the strengths and 

minimize the weaknesses of  both the functional and product bases. In practical 

terms, the matrix design combines functional and product departmental bases. 27  

Companies such as American Cyanamid, Avco, Carborundum, Caterpillar Tractor, 

Hughes Aircraft, ITT, Monsanto Chemical, National Cash Register, Prudential In-

surance, TRW, and Texas Instruments are only a few users of  matrix organization. 

Public sector users include public health and social service agencies. 28  Although the 

exact meaning of  matrix organization varies in practice, it’s typically seen as a bal-

anced compromise between functional and product organization, between departmen-

talization by function and by product. 29  

   Matrix organizations achieve the desired balance by superimposing, or overlaying, 

a horizontal structure of  authority, influence, and communication on the vertical 

structure. In the arrangement shown in Exhibit 16.5, personnel assigned in each cell be-

long not only to the functional department, but also to a particular product or project. 
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For example, manufacturing, marketing, engineering, and finance specialists are as-

signed to work on one or more projects or products A, B, C, D, and E. As a conse-

quence, personnel report to two managers: one in their functional department and one 

in the project or product unit. The existence of a  dual authority system  is a distinguish-

ing characteristic of matrix organization. The potential conflict between allegiance to 

one’s functional manager and one’s project manager must be recognized and dealt 

with in matrix organizations. 30   In addition to the dual authority system, there are 

other unique characteristics of  matrix organizations that need to be understood and 

managed carefully. The Management Pointer on page 492 offers tips for managers and 

employees who want to succeed within matrix organizations.

   Matrix structures are found in organizations that (1) require responses to rapid change 

in two or more environments, such as technology and markets; (2) face uncertainties that 

generate high information-processing requirements; and (3) must deal with financial and 

human resources constraints. 31  Managers confronting these circumstances must obtain 

certain advantages that are most likely to be realized with matrix organization. 32  

   Matrix organization facilitates the utilization of highly specialized staff and equipment. 

Each project or product unit can share the specialized resource with other units, rather 

than duplicating it to provide independent coverage for each. This is a particular advan-

tage when projects don’t require the specialist’s full-time efforts. For example, a project 

may require only half a computer scientist’s time. Rather than having several underutilized 

computer scientists assigned to each project, the organization can keep fewer of them fully 

utilized by shifting them from project to project. Such flexibility speeds response to com-

petitive conditions, technological breakthroughs, and other environmental changes.  

 Advantages of Matrix Organization 

 A number of advantages can be associated with the matrix design. Some of the more 

important ones are as follows:

      Efficient use of resources:  Matrix organization facilitates the utilization of highly 

specialized staff  and equipment. Each project or product unit can share the spe-
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cialized resource with other units rather than duplicating it 

to provide independent coverage for each. This advantage 

is particularly so when projects require less than the full-

time efforts of the specialist.  

     Flexibility in conditions of change and uncertainty:  Timely re-

sponse to change requires information and communication 

channels that efficiently get the information to the right peo-

ple at the right time. 33  Matrix structures encourage constant 

interaction among project unit and functional department 

members. Information is channeled vertically and horizon-

tally as people exchange technical knowledge, resulting in 

quicker response to competitive conditions, technological 

breakthroughs, and other environmental conditions.  

     Technical excellence:  Technical specialists interact with 

other specialists while assigned to a project. These interac-

tions encourage cross-fertilization of ideas, such as when a 

computer scientist must discuss the pros and cons of elec-

tronic data processing with a financial accounting expert.  

     Freeing top management for long-range planning:  One stim-

ulus for the development of matrix organizations is that 

top management is able to be less involved with day-to-day 

operations. This makes it possible for top management to 

delegate ongoing decision making, thus providing more 

time for long-range planning.  

     Improving motivation and commitment:  Project and product 

groups are composed of individuals with specialized 

knowledge to whom management assigns, on the basis of 

their expertise, responsibility for specific aspects of the 

work. Consequently, decision making within the group 

tends to be more participative and democratic than in more 

hierarchical settings, ultimately fostering high levels of mo-

tivation and commitment.  

     Providing opportunities for personal development:  Placed in 

groups consisting of  individuals representing diverse parts 

of  the organization, employees come to appreciate the dif-

ferent points of  view expressed and become more aware of 

the total organization. Moreover, the experience broadens 

each specialist’s knowledge not only of  the organization 

but of  other scientific and technical disciplines—engineers 

develop knowledge of  financial issues; accountants learn 

about marketing.      

 Different Forms of Matrix Organization 

 Matrix organization forms can be depicted as existing in the middle of  a continuum 

with formal and centralized organizations at one extreme and with fluid and decen-

tralized organizations at the other. Ordinarily, the process of moving to matrix orga-

nization is evolutionary. That is, as the present structure proves incapable of  dealing 

with rapid technological and market changes, management attempts to cope by estab-

lishing procedures and positions that are outside the normal routine. 

SURVIVING IN A MATRIX ORGANIZATION

While the dual structure of a matrix design can 

offer an organization numerous advantages, it 

also creates dual reporting relationships that 

can be problematic. Employees within a matrix 

organization face the potential of conflicting and 

noncoordinated directions. Such a situation can 

lead to employee stress, frustration, and the pos-

sibility of diminished productivity. The following 

suggestions may enhance individual success 

within a matrix organization.

• The team-based structure typical within a 

matrix organization requires effective 

communication within and between groups. 

Communicate clearly and often.

• Your success within a matrix organization 

may be dependent on working outside of 

previously defined structures. Knowing who 

to place on a project team is critical. Reach 

out and get to know others in the 

organization before you need their 

assistance.

• Within the multiple structure of a matrix 

organization, having simultaneous projects is 

likely. Strong organization and project 

management skills are particularly useful in 

a matrix structure. Be well aware of 

deadlines and manage your time between 

projects appropriately.

• With a dual reporting relationship, your 

supervisors may not know your current 

workload. Keep your management abreast 

of your activities and resist conflicting or 

excessive demands on your time. Avoid 

being caught in the middle of your 

supervisors by insisting that they and not 

you resolve conflicting directions.

Management Pointer
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 This evolutionary process consists of the following steps:

      Task force:  When a competitor develops a new product that quickly captures the 

market, a rapid response is necessary. A convenient approach is to create a task 

force of individuals from each functional department and charge it with the re-

sponsibility to expedite the process. The task force achieves its objective, then dis-

solves, and members return to their primary assignment.  

     Teams:  If  the product or technological breakthrough generates a family of prod-

ucts that move through successive stages of new and improved products, the tem-

porary task force concept is ineffective. A typical next step is to create permanent 

teams consisting of representatives from each functional department. The teams 

meet regularly to resolve interdepartmental issues and to achieve coordination.  

     Product managers:  If  the technological breakthrough persists so that new product 

development becomes a way of life, top management will create the roles of prod-

uct managers. In a sense, product managers chair the teams, but they now are per-

manent positions. They have no formal authority over the team members but must 

rely on their expertise and interpersonal skill to influence them. Companies such 

as General Foods, Du Pont, and IBM make considerable use of the product man-

agement concept.  

     Product management departments:  The final step in the evolution to matrix orga-

nization is the creation of  product management departments with subproduct 

managers for each product line. In some instances, the subproduct managers are 

selected from specific functional departments and continue to report directly to 

their functional managers. Considerable diversity in the application of  matrix 

 organization exists, yet the essential feature is the creation of  overlapping author-

ity and the existence of  dual authority.    

 Exactly where along the continuum an organization stops in the evolution depends 

on factors in the situation. Specifically and primarily important are the rates of change 

in technological and product developments. The resultant uncertainty and informa-

tion required vary. 

 A fully developed matrix organization has product management departments along 

with the usual functional departments. Such organizations have product managers 

reporting to top management, with subproduct managers for each product line.      

 Span of Control  

 The determination of appropriate bases for departmentalization establishes the kinds 

of  jobs that will be grouped together. But that determination doesn’t establish the 

number of jobs to be included in a specific group, the issue of    span of control   . Gener-

ally, the issue comes down to the decision of how many people a manager can oversee; 

that is, will the organization be more effective if  the span of control is relatively wide 

or narrow? The question is basically concerned with determining the volume of inter-

personal relationships that the department’s manager is able to handle. Moreover, the 

span of control must be defined to include not only formally assigned subordinates, 

but also those who have access to the manager. Not only may a manager be placed in 

a position of being responsible for immediate subordinates, but she may also be chair-

person of several committees and task groups. 34  

   The critical consideration in determining the manager’s span of control is not the 

number of potential relationships. Rather it’s the frequency and intensity of the actual 
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relationships that are important. Not all relationships will occur, and those that do 

will vary in importance. If  we shift our attention from potential to actual relationships 

as the bases for determining optimum span of control, at least three factors appear to 

be important.  

 Required Contact 

 In research and development as well as medical and production work, frequent con-

tact and a high degree of coordination are needed between a superior and subordinates. 

Conferences and other forms of  consultation often aid in attaining goals within a 

constrained time period. For example, the research and development team leader may 

have to consult frequently with team members so that a project is completed within a 

time period that will allow the organization to place a product on the market. Thus, 

instead of relying upon memos and reports, it is in the best interest of  the organiza-

tion to have as many in-depth contacts with the team as possible. A large span of 

control would preclude contacting subordinates so frequently, which could impede the 

project. In general, the greater the inherent ambiguity in an individual’s job, the greater 

the need for supervision to avoid conflict and stress. 35    

 Degree of Specialization 

 The degree of specialized employees is a critical consideration in establishing the span 

of control at all levels of  management. It is generally accepted that a manager at the 

lower organizational level can oversee more subordinates because work at the lower 

level is more specialized and less complicated than at higher levels of  management. 

Management can combine highly specialized and similar jobs into relatively large de-

partments because the employees may not need close supervision.   

 Ability to Communicate 

 Instructions, guidelines, and policies must be communicated verbally to subordinates 

in most work situations. The need to discuss job-related factors influences the span of 

control. The individual who can clearly and concisely communicate with subordinates 

is able to manage more people than one who can’t. 

   The widespread practice of downsizing and “flattening” organizations of all kinds 

has direct implications for the span-of-control decision. Downsizing reduces the num-

ber of  all employees, but relatively more managers (usually middle managers) than 

nonmanagers. 36  Sam’s Club stores eliminated 1,200 of  the 3,000 management posi-

tions in its stores. While this 40 percent reduction in management was intended to 

create a more efficient operation and improve customer service, it also significantly 

impacted reporting relationships. 37  Downsizing increases the number of nonmanagers 

per manager; consequently, the average span of  control of  each manager increases. 

Whether the factors of required contact, degree of specialization, and ability to com-

municate have any bearing on the resultant spans of control can be debated. In fact, 

many middle managers whose spans of  control have been widened believe that top 

management made the decision without regard to these factors.     

 Dimensions of Structure  

 The four design decisions (division of labor, delegation of authority, departmentaliza-

tion, and span of control) result in a structure of organizations. Researchers and prac-

titioners of  management have attempted to develop their understanding of 
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relationships between structures and performance, attitudes, effectiveness, and other 

variables thought to be important. This development of understanding has been ham-

pered not only by the complexity of the relationships themselves, but also by the dif-

ficulty of defining and measuring the concept of organizational structure. 

   Although universal agreement on a common set of dimensions that measure differ-

ences in structure is neither possible nor desirable, some suggestions can be made. At 

present, three dimensions are often used in research and practice to describe structure: 

formalization, centralization, and complexity. 38   

 Formalization 

 The dimension of     formalization    refers to the extent to which expectations regarding 

the means and ends of  work are specified, written, and enforced. An organizational 

structure described as highly formalized would be one with rules and procedures to 

prescribe what each individual should be doing. 39  Such organizations have written 

standard operating procedures, specified directives, and explicit policies. In terms of 

the four design decisions, formalization is the result of  high specialization of  labor, 

high delegation of  authority, the use of  functional departments, and wide spans of 

control. 40  

   1.   High specialization of labor (as in the auto industry) is amenable to the develop-

ment of written work rules and procedures. Jobs are so specialized as to leave little 

to the discretion of the jobholder.  

  2.   High delegation of authority creates the need for checks on its use. Consequently, 

the organization writes guidelines for decision making and insists upon reports de-

scribing the use of authority.  

  3.   Functional departments are made up of  jobs with great similarities. This basis 

brings together jobs that make up an occupation such as accountants, engineers, 

and machinists. Because of the similarity of the jobs and the rather straightforward 

nature of the department’s activities, management can develop written documents 

to govern those activities.  

  4.   Wide spans of  control discourage one-on-one supervision. There are simply too 

many subordinates for managers to keep up with on a one-to-one basis. Conse-

quently, managers require written reports to inform them. Although formalization 

is defined in terms of written rules and procedures, we must understand how they’re 

viewed by the employees. Some organizations have all the appearances of formal-

ization, complete with thick manuals of rules, procedures, and policies, yet employ-

ees don’t perceive them as affecting their behavior. Thus, where rules and procedures 

exist, they must be enforced if  they’re to affect behavior. 41      

 Centralization 

    Centralization    refers to the location of decision-making authority in the hierarchy of 

the organization. More specifically, the concept refers to delegation of  authority 

among the jobs in the organization. Typically, researchers and practitioners think of 

centralization in terms of (1) decision making and (2) control. But despite the appar-

ent simplicity of the concept, it can be difficult to apply. 

   The difficulty derives from three sources. First, people at the same level can have 

different decision-making authority. Second, not all decisions are of equal importance 

in organizations. For example, a typical management practice is to delegate authority 

to make routine operating decisions (i.e., decentralization), but to retain authority to 
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make strategic decisions (i.e., centralization). Third, individuals may not perceive that 

they really have authority even though their job descriptions include it. Thus, objec-

tively they have authority, but subjectively they don’t. 42  

   The relationships between centralization and the four design decisions are generally 

as follows:

   1.   The higher the specialization of labor, the greater the centralization. This relation-

ship holds because highly specialized jobs do not require the discretion that author-

ity provides.  

  2.   The less authority that is delegated, the greater the centralization. By definition of 

the terms,  centralization  involves retaining authority in the top management jobs, 

rather than delegating it to lower levels in the organization.  

  3.   The greater the use of  functional departments, the greater the centralization. The 

use of  functional departments requires that activities of  the several interrelated 

departments be coordinated. Consequently, authority to coordinate them will be 

retained in top management.  

  4.   The wider the spans of control, the greater the centralization. Wide spans of con-

trol are associated with relatively specialized jobs, which, as we’ve seen, have little 

need for authority.      

 Complexity 

    Complexity    is the direct outgrowth of  dividing work and creating departments. Spe-

cifically, the concept refers to the number of distinctly different job titles, or occupa-

tional groupings, and the number of  distinctly different units, or departments. The 

fundamental idea is that organizations with many different kinds of  jobs and units 

create more complicated managerial and organizational problems than those with 

fewer jobs and departments. 

   Complexity, then, relates to differences among jobs and units. Therefore, it’s not 

surprising that differentiation is often used synonymously with complexity. More-

over, it has become standard practice to use the term    horizontal differentiation    to refer 

to the number of  different units at the same level; 43     vertical differentiation    refers to 

the number of  levels in the organization. 44  The relationships between complexity 

(horizontal and vertical differentiation) and the four design decisions are generally as 

follows: 

   1.   The greater the specialization of labor, the greater the complexity. Specialization is 

the process of  creating different jobs and thus more complexity. Specialization of 

labor contributes primarily to horizontal differentiation.  

  2.   The greater the delegation of authority, the greater the complexity of the organiza-

tion. Delegation of authority is typically associated with a lengthy chain of com-

mand (that is, with a relatively large number of managerial levels). Thus, delegation 

of authority contributes to vertical differentiation.  

  3.   The greater the use of  geographic, customer, and product bases, the greater the 

complexity. These bases involve creating self-sustaining units that operate much 

like freestanding organizations. Consequently, there must be considerable delega-

tion of authority and, thus, considerable complexity. 45   

  4.   Narrow spans of  control are associated with high complexity. This relationship 

holds because narrow spans are necessary when the jobs to be supervised are quite 

different one from another. A supervisor can manage more people in a simple orga-

nization than in a complex organization. The apparently simple matter of span of 
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control can have profound effects on organizational and individual behavior. Hence, 

we should expect the controversy that surrounds it.   

   Relationships between dimensions of organizational structure and the four design 

decisions are summarized in Exhibit 16.6. It notes the causes of only high formaliza-

tion, centralization, and complexity. However, the relationships are symmetrical—the 

causes of low formalization, centralization, and complexity are the opposite of those 

in the exhibit. 

     Organizational Design Models  

 The two models of organizational design described in this section are important ideas 

in management theory and practice. Because of their importance, they receive consid-

erable theoretical and practical attention. Although many variations on these models 

can be found in practice, we will focus on the basic elements of  mechanistic  and  organic  

organizational designs.  

 The Mechanistic Model 

 A body of  literature that emerged during the early 20th century considered the prob-

lem of  designing the structure of  an organization as but one of  a number of  mana-

gerial tasks, including planning and controlling. These writers’ objective was to 

define  principles  that could guide managers in performing their tasks. An early 

writer, Henri Fayol, proposed a number of  principles that he had found useful in 

managing a large coal mining company in France. 46  Some of  Fayol’s principles dealt 

with the management function of  organizing; four of  these are relevant for under-

standing the    mechanistic model of organizational design   . 

  The Principle of Specialization 

 Fayol stated that specialization is the best means for making use of  individuals and 

groups of individuals. At the time of Fayol’s writings, the limit of specialization (that 

is, the optimal point) had not been definitively determined. Scientific management 

popularized a number of  methods for implementing specialization of  labor. These 

methods, such as work standards and motion-and-time study, emphasized technical 

(not behavioral) dimensions of work.   
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 2. Delegated authority
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High centralization 1. High specialization
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 2. Delegated authority

 3. Territorial, customer, and product departments

 4. Narrow spans of control
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 The Principle of Unity of Direction 

 According to this principle, jobs should be grouped according to specialty. Engineers 

should be grouped with engineers, salespeople with salespeople, accountants with 

 accountants. The departmentalization basis that most nearly implements this principle 

is the functional basis.   

 The Principle of Authority and Responsibility 

 Fayol believed that a manager should be delegated sufficient authority to carry out 

her assigned responsibilities. Because the assigned responsibilities of  top managers 

are considerably more important to the future of  the organization than those of 

lower management, applying the principle inevitably leads to centralized authority. 

Centralized authority is a logical outcome not only because of  top management’s 

larger  responsibilities but also because work at this level is more complex, the num-

ber of  workers involved is greater, and the relationship between actions and results 

is  remote.   

 The Scalar Chain Principle 

 The natural result of implementing the preceding three principles is a graded chain of 

managers from the ultimate authority to the lowest ranks. The    scalar chain    is the route 

for all vertical communications in an organization. Accordingly, all communications 

from the lowest level must pass through each superior in the chain of command. Cor-

respondingly, communication from the top must pass through each subordinate until 

it reaches the appropriate level. 

 Fayol’s writings became part of  a literature that, although each contributor made 

unique contributions, had a common thrust. Writers such as Mooney and Reilly, 47  

Follett, 48  and Urwick 49  all shared the common objective of defining the principles that 

should guide the design and management of organizations. A complete review of their 

individual contributions won’t be attempted here. However, we’ll review the ideas of 

one individual, Max Weber, who made important contributions to the mechanistic 

model. He described applications of  the mechanistic model and coined the term 

  bureaucracy.    

 Bureaucracy 

 Bureaucracy has various meanings. The traditional usage is the political science 

concept of  government by bureaus but without participation by the governed. In 

layman’s terms,  bureaucracy  refers to the negative consequences of  large organiza-

tions, such as excessive red tape, procedural delays, and general frustration. 50  But 

in Max Weber’s writings,  bureaucracy  refers to a particular way to organize collec-

tive activities. 51   Weber’s interest in bureaucracy reflected his concern for the ways 

society develops  hierarchies of  control so that one group can, in effect, dominate 

other groups. 52  Organizational design involves domination in the sense that au-

thority involves the  legitimate right to exact obedience from others. His search for 

the forms of  domination that evolve in society led him to the study of  bureaucratic 

structure. 

 According to Weber, the bureaucratic structure is “superior to any other form in 

precision, in stability, in the stringency of its discipline and its reliability. It thus makes 

possible a high degree of calculability of results for the heads of the organization and 

for those acting in relation to it.” 53  The bureaucracy compares to other organizations 

“as does the machine with nonmechanical modes of  production.” 54  These words 

 capture the essence of the mechanistic model of organizational design. 
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 To achieve the maximum benefits of  the bureaucratic design, Weber believed that 

an organization must have the following characteristics:

   1.   All tasks will be divided into highly specialized jobs.  

  2.   Each task is performed according to a system of abstract rules to ensure uniformity 

and coordination of different tasks.  

  3.   Each member or office of  the organization is accountable for job performance to 

one, and only one, manager.  

  4.   Each employee of  the organization relates to other employees and clients in 

an impersonal, formal manner, maintaining a social distance with subordinates 

and clients.  

  5.   Employment in the bureaucratic organization is based on technical qualifications 

and is protected against arbitrary dismissal.    

 These five characteristics of bureaucracy describe the kind of organizations Fayol 

believed to be most effective. Both Fayol and Weber described the same type of orga-

nization, one that functions in a machine-like manner to accomplish the organiza-

tion’s goals in a highly efficient manner. Thus, the term  mechanistic  aptly describes 

such organizations. 

 The mechanistic model achieves high levels of production and efficiency due to its 

structural characteristics:

   1.   It’s highly complex because of its emphasis on specialization of labor.  

  2.   It’s highly centralized because of its emphasis on authority and accountability.  

  3.   It’s highly formalized because of  its emphasis on function as the basis for 

 departments.    

 These organizational characteristics and practices underlie a widely used orga-

nizational model. One of  the more successful practitioners of  the mechanistic 

model has been United Parcel Service (UPS). 55  This profitable delivery firm competes 

directly with the U.S. Postal Service (USPS) in the delivery of small packages. Even 

though the USPS is subsidized and pays no taxes, UPS has been able to better 

 apply the mechanistic form and compete successfully by stressing efficiency of 

 operations. It apparently achieves great efficiencies through a combination of 

 automation and organizational design. Specialization and formalization are highly 

visible characteristics of  UPS structure. UPS uses clearly defined jobs and an 

 explicit chain of  command. The tasks range from truck washers and maintenance 

personnel to top management and are arranged in a hierarchy of  authority con-

sisting of  eight managerial levels. The high degree of  specialization enables man-

agement to use many forms of  written reports such as daily worksheets that record 

each employee’s work quotas and performance. Company policies and practices 

are in written form and are routinely consulted in hiring and promotion decisions. 

Apparently, UPS has found the mechanistic form of  organization to be well suited 

for its purposes. 

 UPS has more than 1,000 industrial engineers on its payroll. Their job is to design 

jobs and to set the standards that specify the way UPS employees do their jobs. For 

 example, engineers instruct drivers to walk to the customer’s door at the rate of three 

feet per second and to knock on the door. Company management believes that the stan-

dards aren’t just a way to obtain efficiency and production, but also to provide the 

 employee with important feedback on how he’s doing the job. All in all, the company’s 

efficiency bears testimony to its use of the mechanistic model.    
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 The Organic Model 

 The    organic model of organizational design    stands in sharp contrast to the mechanistic 

model due to their different organizational characteristics and practices. The most 

distinct differences between the two models are a consequence of the different effec-

tiveness criteria each seeks to maximize. While the mechanistic model seeks to maxi-

mize efficiency and production, the organic model seeks to maximize satisfaction, 

flexibility, and development. 

   The organic organization is flexible to changing environmental demands because 

its design encourages greater utilization of  human potential. Managers are encour-

aged to adopt practices that tap the full range of human motivations through job de-

sign that stresses personal growth and responsibility. Decision making, control, and 

goal setting are decentralized and shared at all levels of the organization. Communi-

cations flow throughout the organization, not simply down the chain of  command. 

These practices are intended to implement a basic assumption of the organic model, 

which states that an organization will be effective to the extent that its structure is 

“such as to ensure a maximum probability that in all interactions and in all relation-

ships with the organization, each member, in the light of his background, values, de-

sires, and expectations, will view the experience as supportive and one which builds 

and maintains a sense of personal worth and importance.” 56  

   An organizational design that provides individuals with this sense of  personal 

worth and motivation and that facilitates satisfaction, flexibility, and development 

would have the following characteristics:

   1.   It’s relatively simple because of  its deemphasis on specialization and its emphasis 

on increasing job range.  

  2.   It’s relatively decentralized because of its emphasis on delegation of authority and 

increasing job depth.  

  3.   It’s relatively informal because of  its emphasis on product and customer as bases 

for departments.    

   A leading spokesperson and developer of ideas supporting applications of the or-

ganic model is Rensis Likert. His studies at the University of Michigan have led him 

to argue that organic organizations (Likert uses the term  System-4 ) differ markedly 

from mechanistic organizations (Likert uses the term  System-1 ) along a number of 

structural dimensions. 57  

   The literature is filled with reports of efforts to implement organic designs in actual 

organizations. 58  Likert himself  reports many of these studies. 59  One organization has 

received considerable attention for its efforts to implement organic principles. Thrivent 

Financial for Lutherans (the product of  the merger between Aid Association for 

 Lutherans and Lutheran Brotherhood) is a financial services business managing more 

than $65 billion in assets and serving nearly 3 million clients. 60  It has transformed its 

organization from a mechanistic to an organic structure in an effort to take advantage 

of  benefits of  the    self-managed team    concept. Before reorganization, Thrivent was 

organized mechanistically according to the traditional functions of the insurance in-

dustry, and employees were highly trained to deal with processing, underwriting, valu-

ations, and premium services functions. Specialization resulted in considerable 

efficiency dealing with customers requiring the attention of one of the functions. But 

when multiple functions were involved, the organization became bogged down. 

   Thrivent’s management explored the potential benefits of establishing teams of em-

ployees that could handle all details of any customer transaction, whether health, life, 
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or casualty insurance. The teams consist of individuals who once were responsible for 

functions; now they’re responsible for customers and take initiative that once required 

management prodding. As a result of  teams’ assumption of  responsibility for their 

own management, three levels of management have been eliminated from the organi-

zation. The organization is now simpler and more decentralized than before, and 

therefore more organic and less mechanistic. 

   Thrivent also implemented a form of  employee compensation termed “pay for 

knowledge” to encourage employees to adopt the new work system. It provides indi-

viduals with pay increases for obtaining additional knowledge that enables them to 

improve their job performance. In the context of Thrivent’s organic organization, em-

ployees needed to learn not only new technical knowledge, but also new interpersonal 

knowledge because working with other individuals in teams is critical to the success of 

the new organizational design. 61      

 Multinational Structure and Design  

 As we have seen previously, four design decisions regarding division of labor, delega-

tion of authority, departmentalization, and span of control shape the design of orga-

nizational structures. These decisions, in turn, are affected by a variety of  factors. 

Foremost among them are the social, political, cultural, legal, and economic environ-

ments in which the organization is operating. Because of  their very nature, multina-

tional corporations frequently exist in very divergent environments. A multinational 

corporation may be categorized as consisting of a group of geographically dispersed 

organizations with different national subsidiaries. 62  

   One approach to setting up a foreign subsidiary is that of  replication. That is, the 

same organizational structure and operating policies and procedures that exist in the 

existing domestic organization are used. For example, when establishing its foreign 

subsidiaries, Procter & Gamble created an “exact replica of  the United States Procter 

& Gamble organization” because it believed that using “exactly the same policies and 

procedures which have given our company success in the United States will be equally 

successful overseas.” 63  The potential difficulty with such a practice is that it may re-

sult in the reliance upon organizational designs and management practices that are 

simply unsuitable for the environment of  the host country. This may explain why 

foreign subsidiary organizational structures tend to evolve over time as the company 

becomes more internationalized. 64  The Global OB on page 502 discusses this concept 

in greater detail. 

   Of course, while important cross-country differences may dictate making adapta-

tions in structure, policy, and management practices, even widely divergent countries 

can have similarities. One of the challenges to organizational researchers is to provide 

data to help better understand the degree of similarity and difference across national 

boundaries that has implications for organizational operations. 

   Corporations that cross national boundaries must decide how to include foreign 

activity in the organization. How should international activities be coordinated? In 

fact, foreign activities are but extensions of the domestic businesses, and how they’re 

coordinated to achieve strategic outcomes involves issues not much different from 

those of local activities. 65  Japanese corporations’ outstanding success in international 

markets has initiated great interest in the ways firms can and should organize if  they’re 

to compete with the Japanese. At the heart of  the discussion is which departmental 

basis is appropriate under which circumstances. 66  
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   The most prevalent departmental basis is  geographical.  This arrangement has na-

tional and regional managers reporting to a headquarters in the same national or re-

gional area. Geographic-based organizations for multinational corporations (MNCs) 

have the same characteristics as those for domestic organizations. Each national or 

regional office has all the resources necessary to produce and market the product or 

service. This organizational form is suitable for organizations with limited product 

lines such as ITT and Charles Pfizer Corporation. 

   MNCs having a diversified product line may find certain advantages in the  product-

based  organizational structure. This structure assigns worldwide responsibility for a 

product or product line to a single corporate office, and all foreign and domestic units 

associated with that product report to the corporate product office. Eastman Kodak 

uses the product-based structure to assign responsibility for worldwide research and 

development, manufacturing, marketing, and distribution of its products. The basic 

product unit, termed a line of business (LOB), makes its own decisions and succeeds or 

fails accordingly. Eastman Kodak believes this structure enables managers to respond 

more quickly to market conditions. 67  For example, Kodak is refocusing its business 

strategy away from the traditional film business to the growing digital technology 

arena and related products such as ink-jet printers and high-end digital printing. 68   

FEDEX AND THE ROMANS: IMPLICATIONS 

FOR ORGANIZATIONAL DESIGN

In the Oscar-nominated movie Cast Away, Tom Hanks portrays a 

time-obsessed FedEx employee sent to Russia to improve the ef-

ficiency of an underperforming operation. While the complexity 

of the international package delivery business is not the focus of 

the film, we do get a glimpse into some of the intricacies of the 

FedEx organization.

Founded in 1971, FedEx has grown into a $38 billion company, 

with over 290,000 “team members” deployed in 220 countries. The 

company operates 1,052 air express stations, 10 air hubs, and 

34 ground hubs while using over 900 aircraft and 80,000 ground 

 vehicles to make deliveries. The corporation commonly known as 

FedEx actually consists of several operating companies: FedEx 

 Express, FedEx Ground, FedEx Freight, FedEx Office, FedEx Custom 

Critical, FedEx Trade Networks, and FedEx Services.

When asked about the organizational structure of FedEx, 

Fredrick W. Smith, chairman, president, and CEO, has said the 

following:

If Julius Caesar were sitting in this room he would recognize 

 FedEx’s organizational structure. He invented it. He had a procon-

sul in Palestine, one in Gaul, and one in Britain. Each . . . had infan-

trymen, an archer, and so forth. Same with us. We have our person 

in Hong Kong, one in Brussels. Each has an IT person, each has a 

business unit head, each has a personnel person. The organiza-

tional structure of modern business was developed by the Romans.

Following this Roman model, the “proconsuls” in FedEx are 

their regional presidents, and their “armies” are impressive; for 

 example, FedEx’s Europe, Middle East, and Africa (EMEA) Region 

has 14,000 employees and three major air hubs that serve 89 coun-

tries. As trade barriers are lifted as a result of Eastern European 

countries’ future membership in the European Union, EMEA will be 

well positioned for further geographic/regional expansion.

FedEx’s largest “foreign legion” is its Asia Pacific (APAC) Re-

gion with an “army” of over 14,000 employees, two major air 

hubs, and direct service to over 30 countries. APAC’s defining 

moment may have been its ability to become the sole U.S.-based 

express company to have aviation rights in China. APAC, based in 

Hong Kong, has recently extended its dominance in the region 

through the opening of a $150 million air hub at Baiyun Interna-

tional Airport in Guangzhou, China. This new facility is FedEx’s 

largest air hub outside of the United States and is planned to be 

the center of the regional operation for the next 30 years.

While researchers and management experts develop innova-

tive means to approach organizational design, FedEx’s Smith ex-

pounds a system made popular by the Romans, and it appears to 

be working. His international regions are equipped with the tools 

needed to move quickly and decisively, which has allowed FedEx 

to become the world’s dominant express delivery service.

Sources: Adapted from “FedEx Opens New Asian Pacific Hub in Guangzhou, 

China,” FedEx, February 9, 2009, http://news.van.fedex.com/intl/cn?node=

12727 (accessed April 13, 2009); “FedEx Corporation,” http://about.fedex.

designcdt.com/our_company/company_information/fedex_corporation 

(accessed April 13, 2009); “Regional Facts,” FedEx, http://about.fedex.

designcdt.com/our_company/company_information/regional_facts 

(accessed April 13, 2009); and “FedEx Chief Takes Cue from Leaders in 

 History,” USA Today, June 29, 2005, www.usatoday.com/money/companies/

management/2005-06-19-fedex-advice_x.htm (accessed April 13, 2009).

G L O B A L  O B
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    MNCs with very restrictive product lines such as firms in the mining industry may 

optimize results using the  function  approach. According to this structure, a corporate 

office for each business function such as production, marketing, and finance has au-

thority over those functions wherever they take place throughout the world. Thus, 

production personnel in Europe and South America as well as North America will 

report to corporate officials in charge of production. 69  Although MNCs share certain 

common managerial and organizational problems, how they deal with them will re-

flect their own national culture as well as the local, host-country culture. 

   We can summarize our discussion of how MNCs organize by describing how many 

Japanese firms go about it. Typically they concentrate on a relatively narrow set of 

business activities, unlike their typical Western counterparts that enter several lines of 

business. One effect of  this difference is that Japanese employees perform relatively 

fewer specialized jobs with relatively more homogeneous skills and experiences due to 

the fewer business specialties to be performed. The typical Japanese manufacturing 

job has less range than the typical Western manufacturing job. The authority associ-

ated with each job is relatively less in Japanese firms, although the Japanese practice 

of participative management enables individual workers to have a say in matters that 

immediately affect their own jobs. Middle managers in Japanese firms are expected to 

initiate opportunities for workers to be involved, and they are evaluated on this crite-

rion as well as on economic and performance criteria. 

   Departments in Japanese firms are more often based on function and process than 

on product, customer, or location. The preference for the internal-oriented bases re-

flects again Japanese firms’ preference to do business in fewer industries such that 

more complex divisional firms aren’t as likely to develop. The Japanese have devel-

oped the practice of  creating close ties with supplier organizations and thus have 

avoided the necessity of  vertical integration as is the case of  many Western business 

organizations. 

   The differences between organizational structures in Japan and in the West can be 

accounted for by differences in business practices. These business practices are no 

doubt due to national and cultural developments in how business is done, not in how 

organizations are structured. 70     

 Virtual Organizations  

 One of the fastest-developing practices in business throughout the world involves firms 

in cooperative relationships with their suppliers, distributors, and even competitors. 

These networks of  relationships enable organizations to achieve both efficiency and 

flexibility to exploit advantages of the mechanistic and organic organizational designs. 

These “virtual organizations” have become so pervasive that some experts refer to 

them as the models for 21 st  century organizations. 71  Cooperative relationships enable 

the principal organization to rely upon the smaller, closer-to-the-market partner to 

sense impending changes in the environment and to respond at the local level, thus 

relieving the parent organization of that necessity. 

   A    virtual organization    (e.g., meetings, teams, offices, firms, and alliances) is a collec-

tion of geographically distributed, functionally and/or culturally diverse aggregations 

of individuals that is linked by electronic forms of communication. 72  The virtual orga-

nization by necessity has to rely on somewhat blurred boundaries to forge relationships 

that are often governed by contract. The virtual unit is assembled and disassembled 

according to needs. 
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   An example of a virtual organization is Barclays’ global bank. The organization is 

a global network created by electronically linking extant networks of small, regional 

banks. Customers of  the regional banks feel like they are a part of  a large entity, 

 Barclays, because they are provided with worldwide services. The feeling of being part 

of a worldwide entity exists, as customers remain members of their local community 

banks as well. 73  

   Exhibit 16.7 captures the main characteristics of virtual organizations. The charac-

teristics are applicable to a movie production firm in which personnel are aggregated 

to complete a film; to an e-learning company preparing training courseware (that sub-

ject matter experts prepare) for delivery online to clients; to a manufacturing firm in 

which subcontractors—both domestically and globally based—provide raw materials, 

manufacturing processes, distribution and storage facilities, and research; and to de-

velopment consortia, in which intellectual properties flow through the companies in a 

specific geographic region. 

   Exhibit 16.7 summarizes some of the factors, implications, and possible consequences 

of virtual organizations. These attributes can be applied to any type of virtual team, 

unit, organization, or consortia. Proponents of the virtual-style organization propose 

that the benefits of this type of arrangement are faster response time, autonomy, greater 

EXHIBIT 16.7

Characteristics of 

Virtual Organization 

and Some 

Consequences

Factors in Design Considerations

• Personnel distributed geographically
• Electronically connected
• Differences in expertise and function
• Culturally diverse
• Work schedule differences
• Horizontally arranged with little emphasis
 on command and control authority

Design Implications

• Contractual relationships
• Constant change and reconfiguration
• No rigid boundaries
• Flexible
• Little or no personal/social contact

Consequences

• Increase in overall communication and messages
• Relationships are tenuous
• Continual surety of roles, tasks, and assignments
• Caution needed in managing feedback, discussion,
 performance review, and reward systems
• Greater equity of participation
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flexibility, and more efficient use of technical, behavioral, and professional expertise. 

The critics argue that virtual organizations mean increased conflict, decreased loyalty, a 

lack of any coherence in plans and strategies, information overload, and no social inter-

action fulfillment.  

 The Realities of Virtual Organizations 

 An organization is typically virtual to some degree. 74  At one extreme, a firm is virtual 

to the extent that each step in the process of providing a product or service is outside 

the firm’s boundaries. Some publishing firms typically perform manuscript selection 

and marketing in-house, while writing, editing, printing, and distribution are done 

outside the firm and in many instances through virtual connectivity. 

   The other extreme finds the fully integrated, mechanistic-type organization per-

forming all aspects of  management, production, sales, finance, and distribution. But 

even most of  these types of  traditional firms are making contractual and logistical 

arrangements to have some activities performed externally. 

   Transaction-cost theorists have studied why certain activities are kept within the 

firm while others are contracted or performed outside. The decisions are based on 

minimizing the combined cost of production and governance. If  only production costs 

are considered, it is argued that these costs can be reduced as more production activi-

ties are performed externally. However, the costs of governance are often higher when 

firms purchase goods and services in the open market rather than in-house. 

   The virtual organization is distinctively different from the mechanistic, organic, or 

matrix forms that have hierarchy, layers of  management, and face-to-face control. 

The line and staff  arrangement in these organizational design approaches is in-house. 

Virtual organizations are not always the best or most appropriate arrangement. The 

work, expertise, and goals of the firm must be reviewed carefully. The requirements of 

personal contact, regular hours, in-person negotiations, and employee needs must be 

determined. When there is a reasonable fit among the work, expertise, goals, and re-

quirements, then a virtual organization should be considered as an option. 

   Work in e-commerce, consulting, marketing, and job searching seems best suited 

for virtual organizations. These jobs are service-oriented, require extensive communi-

cation, are dynamic, and are knowledge-based. There is also the issue of whether an 

organization has the managerial competence suited to lead, coordinate, facilitate, and 

provide constructive feedback to virtual organization workers. These and similar is-

sues should be carefully evaluated before taking a plunge into virtual organization 

discussions, plans, or implementation. 

   The viability of a virtual organization as the proper design approach is centered on 

two major issues. 75  First is the conclusion that the virtual arrangement results in eco-

nomic gains of acquiring goals and services from specialized firms, which are able to 

provide these factors efficiently. Second is the assumption that computers and tele-

communications networks reduce the costs of coordination, allowing organizations to 

achieve these economic benefits without incurring the higher transaction costs associ-

ated with buying from an external supplier. 

   The exact form of the appropriate virtual organization varies. Some organizations 

develop relationships only with key suppliers. Other organizations develop relation-

ships with marketers and distributors. In the extreme case, the parent organization 

functions much like a broker and deals independently with product designers, produc-

ers, suppliers, and markets. The critical managerial and organizational decisions 

 involve which of  the functions to buy, which to produce, and how to manage and 

 coordinate the relationships with their partners. Managers in these organizations have 
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less environmental uncertainty to deal with because they have, in a sense, subcon-

tracted that responsibility to their counterparts in the network. Such organizational 

structures are, in a sense, boundaryless organizations. 76  

   Virtual organizations have come a long way since they originated in Japan, where 

firms create alliances with other firms. These alliances take the form of cooperative 

agreements, consortia, and equity ownerships to establish networks of businesses. In 

Japan, this form of doing business is termed  keiretsu  and involves a very large finan-

cial institution, a very large industrial conglomerate, and smaller firms in a network of 

relationships that enable the large firm to produce the product and the smaller firms 

to supply components, do research and design, and perhaps distribute and market. 

The participating bank provides the financial requirements to support the network of 

cooperative relationships. This form of interorganizational network has enabled Japa-

nese industry to grow without supply bottlenecks and damage to competition from 

domestic firms.   

 Boundaryless Organizations 

 The command and control, top-down, mechanistic organizational design is orderly, 

specific, and relies on defined roles for employees, managers, and nonmanagers. Com-

panies such as Motorola, Oticon A/S, and Coca-Cola are continuously attempting to 

minimize and, in some cases, eliminate vertical and horizontal structures, tightly de-

fined work roles, and top-down control. They are working to achieve what is referred 

to as a    boundaryless organization   . The assumption these and other firms are making is 

that rigid structure and too much specificity create barriers within a firm and between 

a firm and its external suppliers and customers. 

   The minimization of  layers results in a flatter hierarchy. There is still a hierarchy 

but there is less distance, less separation between top-level managers and other em-

ployees. The boundaryless organization also emphasizes participative decision mak-

ing, multiple-hierarchy teams (executives, managers, operating employees), team 

building, and coordination. At Oticon A/S, a Danish hearing-aid manufacturer, hier-

archy has been purposefully minimized. A project-team emphasis is used to oversee, 

coordinate, and plan all work. The functional departmental unit has been eliminated. 

Oticon A/S has concluded that functional departments create too many barriers to 

interaction, team building, and morale. Oticon A/S has decided to use project teams 

to tear down the barriers. Other firms, such as Xerox, use multidisciplinary teams that 

work on a single project from start to finish instead of using departmental units. 

   To be effective with a more pronounced boundaryless design, Oticon A/S and 

 Xerox must have a high level of  trust between employees. Trust in these arrangements 

exists when individuals make a good faith effort to behave in accordance with expec-

tations, are honest in all interactions, and do not take advantage of  others even when 

the opportunity is available. 77  Individuals also need to possess good skills and com-

petencies so work can be performed without constant managerial monitoring and 

feedback. 

   The effective boundaryless organization breaks down barriers with external con-

stituents and distance. Strategic alliances and telecommunicating are examples of 

how to break down barriers. The Japanese  keiretsu  relationship is an example of  a 

vertical alliance between large corporations and their suppliers. Typically, the large 

business takes a minority ownership (e.g., 10 percent) in a supplier. The two organiza-

tions become bonded in a strategic partnership for their mutual gain. There is little 

room for communication, decision making, and strategic choice barriers in alliances. 

The leveraging of resources, achievement of goals, and reduction of risks are some of 
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the reasons Coca-Cola and Apple Computer have adopted alliances to reduce 

 unnecessary structural barriers with external constituents. 

   Telecommunicating (also called  teleworking ) is reducing barriers. The software 

 engineer in Austin, Texas, and the engineering salesperson in Tacoma, Washington, 

are examples of millions of individuals who are doing their work outside of brick and 

mortar buildings. They represent a part of the virtual workforce. They are workers in 

boundaryless organizations that are connected via technology. 

   Conceptually, the boundaryless organization involves the breaking down of struc-

ture, hierarchy, specific roles, and distance. The virtual organization already discussed 

is one variation or type of boundaryless organization.       

  •   Four key managerial decisions determine organizational structures. These decisions 

are concerned with dividing the work, delegating authority, departmentalizing jobs 

into groups, and determining spans of control.  

  •   The term  division of labor  concerns the extent to which jobs are specialized. Divid-

ing the overall task of the organization into smaller related tasks provides the tech-

nical and economic advantages found in specialization of labor.  

  •   Delegating authority enables an individual to make decisions and extract obedience 

without approval by higher management. Like other organizational issues, delegated 

authority is a relative, not absolute, concept. All individuals in an organization have 

some authority. The question is whether they have enough to do their jobs.  

  •   There are several forms, or bases, of  departmentalization.  Functional  departmen-

talization groups jobs by the function performed (i.e., marketing, production, ac-

counting).  Territorial  departmentalization groups jobs on the basis of geographical 

location.  Product  departmentalization groups jobs on the basis of the department’s 

output.  Customer  departmentalization groups jobs on the basis of the users of the 

good or service provided.  

  •   An organizational design that attempts to maximize the benefits and minimize the 

weakness of  both the functional and product forms is known as a matrix design. 

The benefits from this structure include the efficient use of resources, flexibility in 

conditions of  change and uncertainty, technical excellence, freeing top manage-

ment for long-range planning, improving motivation and commitment, and provid-

ing good opportunities for personal development.  

  •   Span of control relates to the decision regarding how many people a manager can 

oversee. It is an important variable because managerial effectiveness can be com-

promised if  spans of control are too large. Additionally, span of control affects the 

number of levels in an organization; the wider the span, the fewer the levels.  

  •   Three important dimensions of  structure are formalization, centralization, and 

complexity.  Formalization  refers to the extent to which policies, rules, and proce-

dures exist in written form;  centralization  refers to the extent to which authority is 

retained in the jobs of  top management; and  complexity  refers to the extent to 

which the jobs in the organization are relatively specialized.  

  •   Two important organizational design models are termed  mechanistic  and  organic.  

Mechanistic design is characterized by highly specialized jobs, homogeneous 

 departments, narrow spans of control, and relatively centralized authority. Organic 

designs, on the other hand, include relatively despecialized jobs, heterogeneous 

 departments, wide spans of control, and decentralized authority.  

Summary of 
Key Points     
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  •   It is important to be particularly attentive to structure and design considerations in 

multinational organizations. Differences in the social, political, cultural, legal, and 

economic environments of countries hosting subsidiaries of domestic organizations 

can dictate the need for different answers to design questions.  

  •   Virtual organizations have become important ways of  getting work done. Often 

termed “empty organizations,” they serve as focal points for getting all the func-

tions accomplished but without having to directly manage them.  

  •   Boundaryless organizations, in which the hierarchy and chain of  command are 

minimized and rigidly structured departments are eliminated, are being imple-

mented to reduce barriers between people and constituencies.    

CAN ORGANIZATIONAL DESIGN IMPACT 

CORPORATE SOCIAL RESPONSIBILITY?

Do organizations have an obligation to support environ-

mentally friendly or sustainable activities? Many students 

would say it is a moral imperative or that it’s just good busi-

ness; while other students might argue such behaviors do 

not contribute to many organizations’ bottom lines. With an 

 expanding population and limited resources, it is reasonable 

to project that without proper care, many of the resources 

that we depend upon both as businesspeople and as occu-

pants of the planet will cease to be viable.

While individual governments may attempt to enforce 

“appropriate” behaviors, one of the challenges of support-

ing sustainability is that a unified global approach is 

needed. Absent this, a corporation that does not support 

the environmental initiatives of one government can simply 

move their operation to a less regulated country. While 

multinationals are routinely criticized for their behaviors, 

they may hold the key to initiating global sustainability 

activities.

Fuji Heavy Industries (FHI) has made the environment a 

feature in its corporate philosophy. The company’s operating 

procedures call for regularly performed audits to not only en-

sure but also improve upon its environmental conservation 

activities. FHI’s car brand, Subaru, established the first zero 

landfill auto manufacturing plant in the world and created a 

wildlife refuge on its manufacturing campus in Indiana. FHI 

was not obligated by law to undertake these activities but 

holds itself to these higher standards.

In a message from the president, Ikuo Mori, FHI’s  president 

and CEO, refers to a “social responsibility as a company that 

develops a variety of products centered on automotive busi-

nesses . . . (to) be a company that is trusted by the people of 

the world.” FHI helps to build this trust through its environ-

mental initiatives. FHI is a global organization whose commit-

ment to sustainable operations is evident throughout.

Sources: “Message from the President,” Fuji Heavy Industries, 

www.fhi.co.jp/english/outline/index.html (accessed April 4, 2009); 

and “Fuji Heavy Industries,” Subaru of North America, www.drive.

subaru.com/OnlineX_Fuji.htm (accessed April 3, 2009).

Y O U  B E  T H E  J U D G E  C O M M E N T

   1.   Why would a virtual organization design be popular in the movie industry?  

   2.   “The more authority that is delegated to nonmanagers, the less authority managers 

have.” Is this necessarily a true statement? Explain.  

   3.   What barriers are reduced or eliminated by adopting a boundaryless organization?  

   4.   What are some factors that may have important implications for structure and 

design decisions in multinational corporations?  

   5.   Characterize the following organizations on the basis of their degree of formaliza-

tion, centralization, and complexity: the university you are attending, the federal 

government, and a local branch of a national fast-food franchise.  

    Review and 

Discussion 

Questions  



   6.   Can you think of a particular company or type of  industry that tends toward a 

mechanistic design? What advantages and disadvantages could you see if  that 

 organization or industry were to adopt a more organic design form?  

   7.   What is the difference between organizational  structure  and  design ?  

   8.   What cues might a manager have that suggest there is a problem with the design 

of an organization? Is changing an existing organization different from designing 

a new structure? Explain.  

   9.   Changes in organizational size affect structure. In what ways might growth 

 (increasing size) affect an organization’s structure? In what ways might consolida-

tion (decreasing size) affect structure?  

   10.   What are some potential advantages of a matrix design?     
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 Objectives   

  1.   To illustrate how division of  labor can be effi-

ciently structured.  

  2.   To illustrate how a competitive atmosphere can 

be created among groups.      

 Starting the Exercise  

 Unlimited groups of  six participants each are used 

in this exercise. These groups may be directed simul-

taneously in the same room. Approximately a full 

class period is needed to complete the exercise. Each 

person should have assembly instructions and a 

summary sheet, which are shown on the following 

pages, and ample stacks of paper (81y2 by 11 inches). 

The physical setting should be a room large enough 

so that the individual groups of  six can work with-

out interference from the other groups. A working 

space should be provided for each group. 

   •   The participants are doing an exercise in produc-

tion methodology.  

  •   Each group must work independently of  the 

other groups.  

  •   Each group will choose a manager and an inspector, 

and the remaining participants will be employees.  

  •   The objective is to make paper airplanes in the 

most profitable manner possible.  

  •   The facilitator will give the signal to start. This is 

a 10-minute, timed event utilizing competition 

among the groups.  

  •   After the first round, everyone should report their 

production and profits to the entire group. They 

also should note the effect, if  any, of the manager 

in terms of the performance of the group.  

  •   This same procedure is followed for as many 

rounds as there is time.    

     Paper Plane Corporation: Data Sheet  

 Your group is the complete workforce for Paper 

Plane Corporation. Established in 1943, Paper Plane 

has led the market in paper plane production. Pres-

ently under new management, the company is con-

tracting to make aircraft for the U.S. Air Force. You 

must establish an efficient production plant to pro-

duce these aircraft. You must make your contract 

with the Air Force under the following conditions:

   1.   The Air Force will pay $20,000 per airplane.  

  2.   The aircraft must pass a strict inspection made by 

the facilitator.  

  3.   A penalty of $25,000 per airplane will be subtracted 

for failure to meet the production requirements.  

  4.   Labor and other overhead will be computed at 

$300,000.  

  5.   Cost of materials will be $3,000 per bid plane. If  

you bid for 10 but only make 8, you must pay the 

cost of  materials for those you failed to make or 

that did not pass inspection.       

 Exercise 

 Exercise 16.1:  Paper Plane Corporation   

Source: Louis Potheni in Fred Luthans, Organizational Behavior 

(New York: McGraw-Hill, 1985). p. 555.
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Reality Check

Now how much do you know about organizational structure and design?

 6. The type of organizational design that emphasizes production and efficiency while being highly 

formalized, centralized, and complex is known as the  model.

a. mechanistic

b. automated

c. organic

d. artificial

 7. True or false: Managers can shape an organization’s structure by making decisions about division 

of labor, authority, departmentalization, and span of control.

a. True

b. False

 8.  is the process by which authority is distributed downward in an organization.

a. Job enlargement

b. Vertical integration

c. Delegation

d. Horizontal utilization

 9. Matrix organizations are best described by which of the following statements:

a. They exist in the middle of a continuum with mechanistic organizations at one extreme and 

organic organizations at the other.

b. They are generally more mechanistic than organic in nature.

c. They provide an example of the application of Fayol’s principles.

d. They consist of a network of independent organizations that form a venture.

10. A collection of geographically distributed, functionally and/or culturally diverse aggregations of 

individuals that are linked by electronic forms of communication is known as a .

a. distributed joint venture

b. virtual organization

c. strategic alliance

d. None of the above (a–c) are correct.

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. b  3. a  4. c  5. b     6. a  7. a  8. c  9. a  10. b   

   Number Correct     Number Correct   

       ________________       _________      _______

 Summary Sheet   

 Round 1: 

 Bid:    Aircraft @ $20,000 per  aircraft 5    

   Results:    Aircraft @ $20,000 per aircraft 5    

   Less: $300,000 overhead;    3 $3,000 cost of raw materials;    3 $25,000 penalty 

   Profit:      

 Round 2: 

 Bid:    Aircraft @ $20,000 per aircraft 5    

   Results:    Aircraft @ $20,000 per aircraft 5    
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   Less: $300,000 overhead;    3 $3,000 cost of raw materials;    3 $25,000 penalty 

   Profit:      

 Round 3: 

 Bid:    Aircraft @ $20,000 per aircraft 5    

   Results:    Aircraft @ $20,000 per aircraft 5    

   Less: $300,000 overhead;    3 $3,000 cost of raw materials;    3 $25,000 penalty 

   Profit:    

STEP 1: Take a sheet of
paper and fold it in half,
then open it back up.

STEP 2: Fold upper corners
to the middle. 

STEP 3: Fold the corners to
the middle again.

Completed aircraft

STEP 4: Fold in half.

STEP 5: Fold both wings down. 

STEP 6: Fold tail fins up.

 In a recent article,  Forbes  automotive columnist 

Jerry Flint recounts Ford Motor’s ambitious goal in 

1966 that they would produce an electric car in five 

to 10 years. Flint recalls after numerous inquiries 

during the subsequent months and years, he was 

eventually told that five to 10 years, was a running 

target and that Ford was always five to 10 years from 

a viable electric car. Finally, in 2009, Ford announced 

that an electric version of the Ford Focus will be in 

the showrooms in 2011. 

   Unfortunately, this 43-year delay may end up 

dampening Ford’s success in the electric car market. 

Within a few months of Ford’s announcement, De-

troit Electric Holdings Ltd., an automotive start-up 

based in Amsterdam, publicly stated it would start 

selling electric vehicles in the first quarter of  2010; 

initially in China, Europe, and the United Kingdom 

with sales opening up in the United States shortly 

afterward. The base vehicle will have a single-charge 

range of over 100 miles with models costing between 

$23,000 and $26,000. By 2012, sales are expected to 

exceed 270,000 vehicles. Could a different business 

model and organizational structure explain the much 

faster launch of Detroit Electric’s car in comparison 

to the much slower pace displayed by Ford?  

 Detroit Electric  

 While electric cars were produced under the Detroit 

Electric brand between 1907 and 1939, the current 

iteration of Detroit Electric was established in 2007. 

The firm’s Netherlands-based engineering team has 

already patented an electric drive system and “Flux 

Motor” technology. Detroit Electric also developed 

an expertise in lithium polymer batteries. The com-

pany claims its technology is a significant improve-

ment over its competitors, and allows for its vehicles 

to operate more efficiently and have increased 

ranges. In a period where the major auto manufac-

turers are losing billions of dollars, Detroit Electric 

      Case 

 Case 16.1:  The Race for a Top-Selling Electric Car: Will Upstart 

Company Detroit Electric Beat Ford?  
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vehicle in 1985. In addition to selling in its home coun-

try of Malaysia, it distributes cars in four international 

regions: UK/Western Europe, the Middle East, South 

East Asia, and Australasia. The company produces 

270,000 cars annually in a wide variety of models in-

cluding the world-renowned Lotus sports car line. 

Proton has almost 11,000 employees working in seven 

groups: engineering services, manufacturing, sales and 

distribution, property, financial services, investee and 

associate companies, and “others.”  

 Questions  

  1.   What organizational structure do you believe is 

being used to produce Detroit Electric vehicles?  

  2.   Detroit Electric is on pace to introduce its electric 

vehicles to market just three years after its incep-

tion. Ford will have taken over 40 years to produce 

a viable electric car by 2011. How has differing or-

ganizational structure influenced the pace of de-

velopment within these two companies?  

  3.   The creation and manufacture of  Detroit Elec-

tric’s car involves organizations from countries 

around the world. What issues may arise from 

this cooperative arrangement of  international 

companies?  

  4.   How would you promote ethical behavior in the 

organization producing the Detroit Electric car?          

Sources: Written by Dr. Michael Dutch, Greensboro College, 

Greensboro, North Carolina. Adapted from “Detroit Electric and 

 Proton Announce Strategic Partnership to Produce Affordable and 

Practical Pure Electric Vehicles,” Detroit Electric, March 30, 2009, 

http://Detroit-electric.co.uk/display_article.php?id=33 (accessed 

April 2, 2009); Jerry Flint, “The Myth of the Electric Car,” Forbes.com, 

March 2, 2009, www.forbes.com/2009/03/18/ford-electric-cars-

business-autos-jerry-flint.html (accessed April 2, 2009); “Corporate 

Information,” Proton, www.proton.com/about_proton/corp_

governance/index.php (accessed April 2, 2009); and Bill Vlasic, “Ford 

Reports a Record $14.6 Billion Loss for 2008,” The New York Times, 

January 30, 2009, p. B3.

has developed this technology and is projecting to 

sell hundreds of thousands of electric cars within the 

next five years. How much investment did Detroit 

Electric need to bring its car to its current stage? A 

relatively modest investment of  $20 million. The 

company anticipates an additional $100 million in-

vestment will be necessary to bring the cars to mar-

ket. To put this investment in context, Ford lost an 

average of $67 million a day in the fourth quarter of 

2008. When asked how the company can do what has 

eluded the traditional automakers, Detroit Electric 

points out that it follows a different business model 

and organizational structure.   

We concentrate our funding on research and devel-

opment of the motor, vehicle design, marketing 

and distribution, while utilizing original equipment 

manufacturer’s (OEM) proven vehicle platforms.  

   Detroit Electric is a car company that doesn’t de-

sign or build cars. While its Advanced Propulsion Lab 

subsidiary will produce motors and controllers and 

its Electric Energy subsidiary will produce batteries, 

the actual manufacturing of the car is outsourced. 

The company says this arrangement allows it to avoid 

a capital expense that could be fatal to its start-up.    

 Proton Holdings  

 Detroit Electric has licensed two of Proton Holdings’ 

vehicles and contracted them to build cars under the 

Detroit Electric brand. Proton is Malaysia’s largest 

auto manufacturer, and its largest investor in research 

and development. Detroit Electric CEO Albert Lam 

said of the arrangement, “We chose Proton due to its 

state-of-the-art production facility, commitment to 

research and development, cost efficiency, and  stable, 

high-quality workforce.” 

   Perusahaan Otomobil Nasional Berhad (Proton) 

was founded in 1983 and produced its first commercial 
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 Managing 
Organizational Change 
and Innovation   
 Learning Objectives 

 After completing Chapter 17, you should be able to: 

  •   Define  what is meant by  organizational 

change management . 

  •   Identify  the major steps in undertaking 

 organizational change effort. 

  •   Describe  how appreciative inquiry is 

 conducted. 

  •   Discuss  the role of problem diagnosis in 

 organizational change management. 

  •   Identify  a number of change methods and the 

relative depth of intervention each represents. 

  •   Recognize  the impediments and conditions 

that may limit change management 

 effectiveness. 

  •   Discuss  the ethical implications of change 

management. 

  •   Understand  how adopting innovation is a 

natural outcome in organizations that 

 effectively manage change.    

   C H A P T E R  S E V E N T E E N 

 As managers contemplate the futures of  their organizations in the 21st century, they 

can’t escape the inevitability of change.  Change  is certainly among the most frequently 

used words on the business pages of  every newspaper in the world. Not only have 

 entire countries and empires gone through dramatic and wrenching changes, but so also 

have companies such as IBM, Amazon.com, Intel, and Oracle. The USSR no longer 

exists, but neither do Linens ’n Things, Filene’s Basement, KB Toys, and Circuit 

City. So it makes sense for this text devoted to the preparation of future managers to 

address the issues associated with managing change. 

 Well-known business writers state that contemporary business organizations con-

front changing circumstances that put bygone eras of  change to shame by compari-

son. The combination of  global competition, computer-assisted manufacturing 

methods, and instant communications has implications more far-reaching than any-

thing since the beginning of  the Industrial Revolution. 1  Popular literature and best 

sellers warn managers that their organizations’ futures depend upon their ability to 

master change. 2  Many authors state that change is a pervasive, persistent, and perma-

nent condition for all organizations. Not only are managers faced with continual 

change, but also the rate of  change has been accelerating. Some have described the 

growth in the rate of change faced by organizations as exponential. 3  

 Effective managers must view managing change as an integral responsibility rather 

than as a peripheral one. 4  In addition to managing change, contemporary and future 
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Reality Check

How much do you know about organizational change and innovation?

1. The use of power or authority to bring about a change in behavior, structure, or technology implies 

a reliance on .

a. incentives

b. history

c. coercion

d. evaluation

2. Individuals in general resist change because they  what may possibly happen 

to them.

a. trust

b. reinforce

c. resent

d. fear

3. The forces for change are usually classified as being  forces.

a. environmental and regulatory

b. internal and external

c. management and leadership

d. contingency and systems

4. A method of focusing on positive or potential opportunities associated with change is referred 

to as .

a. network mining

b. appreciative inquiry

c. flex-site

d. total quality systems

5. The implementation of the change method has two dimensions:  and 

.

a. cost and commitment

b. timing and scope

c. cost and timing

d. timing and commitment

managers will have to develop approaches for adopting and implementing innovation. 

Innovative products, processes, and practices have become the rule rather than the 

exception, and managing change and innovation has become a major management 

responsibility of the 21st century.  

  But we must accept the reality that not all organizations will successfully make the 

appropriate changes or adopt the effective innovations. Some researchers believe that 

organizations with the best chance for success are relatively small and compete in in-

dustries in which research and development expenditures have traditionally been rela-

tively high and barriers to entry are relatively low. Such firms in these industries have 

had to change to survive, and they are likely to be the survivors in the first quarter of 

the 21st century. 5  

 In the wake of globalization, new technologies, demographic shifts, emerging new 

markets, and new alliances, organizations must adapt at fast rates to survive. People in 

organizations now must change and adapt to advance their careers, to improve their 

productivity, and to carry out a variety of roles in organizations, with no time to spare. 

Likewise, organizations must be flexible, creative, and responsive to remain distinct, 
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retain market share, and grow new businesses, strategies, and opportunities. 6  Just as 

the adage states, “Failing to plan is planning to fail.” Organizations that fail to plan 

for, anticipate, and accurately adapt to change are likely not to survive.  Speed  is the 

catchword of  the day. However, as the Global OB suggests, speed must be treated 

carefully if  it is to become an advantage. 

 The forces for change are worldwide. A study of  more than 12,000 managers in 

25 companies shows them dealing with major restructuring, mergers, divestitures, 

 acquisitions, downsizing, and international expansion. 7   Exhibit 17.1  shows the per-

centage of managers reporting such changes in six countries.  

  This chapter explores issues associated with managing change and innovation 

through reeducation and learning among individuals, groups, and organizations. 

 Reeducation and learning, along with taking appropriate actions, maximize the prob-

ability that successful change will occur.  

 Alternative Change Management Approaches  

 Managers can undertake organizational change in various ways. In many instances the 

change process occurs at the expense of  short-term losses in exchange for long-term 

benefits. 8  One extensive review of  the literature identified several approaches that 

managers can use to manage planned change. 9  Although the terms vary from author 

to author and from proponent to proponent, the underlying theme is the same. The 

approaches to bringing about change range from the application of power, in any of 

its forms, to the application of reason. Midway between these two extremes is the ap-

proach that relies upon reeducation.  

LESSONS ABOUT SPEED FROM THE 17TH CENTURY

An interesting report in the Academy of Management Executive 

relates the story of the Swedish ship Vasa. The Vasa was a tre-

mendous warship built in 1628 that cost over 5 percent of Sweden’s 

gross domestic product to build. After going less than one mile, the 

vessel keeled over and sank 110 feet to the bottom of the Stock-

holm harbor. Fifty crewmembers perished with the ship.

The Vasa’s story emphasizes the need for managerial realism 

in the development and launching of new products. A few of 

these lessons are:

• Obsession with speed. The Vasa was a radical new design, 

which contributed to uncertainty. Steps were skipped to make 

sure the ship was on schedule, and quality suffered.

• Feedback failures. Throughout changes in a process, continu-

ous testing and feedback are needed. A more modern example 

than the Vasa is Lever Brothers’ European launch of Persil 

Power (a detergent). After years of testing, Persil Power was 

launched containing manganese, which was believed to have 

superior cleaning properties. However, Procter & Gamble 

(P&G) launched a negative advertising campaign, claiming 

Persil Power damaged clothes and fabrics. Independent 

 researchers confirmed P&G’s claims and Persil’s market share 

dwindled and the product was dropped.

• Top-management meddling. Sweden’s King Gustav II Adolph 

was a one-person management team involved in all phases of 

the Vasa project. He had suffered military losses and wanted 

a hand in all decisions.

• Appropriate top-management involvement. A more hopeful 

modern example is Chairman Eiji Toyoda of Toyota Motors. 

The company was known for inexpensive cars when Toyoda 

challenged his engineers to “develop the best car in the 

world.” He provided only general specifications, over $500 mil-

lion, and then released the project to a team of engineers.

The Vasa tragedy, centuries ago, provides guidelines for to-

day’s managers. Value speed but do not violate common sense, 

and don’t take shortcuts on quality, integrity, and providing 

feedback.

Sources: Adapted from Dottie E. Mayol, “The Swedish Ship Vasa’s Reward,” 

www.abc.se/~pa/publ/vasa.htm (accessed June 5, 2006); and Eric Kessler, 

Paul E. Bierly, III, and Shanthi Gopalakrishnan, “Vasa Syndrome: Insights 

from a 17th Century New-Product Disaster,” Academy of Management 

Executive 15 (August 2001), pp. 80–91.

G L O B A L  O B
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 Managing Change through Power 

 The  application of power  to bring about change implies the use of coercion. Managers 

have access to power and can use their power to coerce nonmanagers to change in the 

direction they desire. Managers can implement power through their control over re-

wards and sanctions. They can determine the conditions of  employment including 

promotion and advancement. Consequently, through their access to these bases of 

power, managers can bring to bear considerable influence in an organization. 

   The application of power often manifests in autocratic leadership, and contempo-

rary organizations do not generally encourage managers to engage in such leadership 

behavior. In times past, autocratic management was a factor in the rise of labor unions 

as counterweights to the arbitrary use of managerial power. Except in crisis situations 

when the very existence of the organization is at stake, coercive power is typically not 

a good approach for bringing about change. This is particularly true for organizations 

that have traditionally allowed a great deal of employee participation. A recent study 

has found these organizations are likely to resist autocratic approaches to change. 10    

 Managing Change through Reason 

 The  application of reason  to bring about change is based on the dissemination of in-

formation before the intended change. The underlying assumption is that reason alone 

will prevail and that the participants and parties to the change will all make the ratio-

nal choice. The reason-based approach appeals to the sensibilities of those who take a 
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utopian view of organizational worlds. But the reality of  organizations requires that 

we recognize the existence of  individual motives and needs, group norms and sanc-

tions, and the fact that organizations exist as social as well as work units, all of which 

means that reason alone won’t be sufficient to bring about change.   

 Managing Change through Reeducation 

 The middle-ground approach relies upon  reeducation  to improve the functioning of 

the organization. Reeducation implies a particular set of activities that recognizes that 

neither power nor reason can bring about desirable change. This set of  activities has 

been the subject of  much research and application and is generally understood to be 

the essence of organizational development. 11  

   The term  organizational development  implies a normative reeducation strategy 

 intended to affect systems of beliefs, values, and attitudes within the organization so 

that it can adapt better to the accelerated rate of change in technology, in our indus-

trial environment, and in society in general. It also includes formal organizational 

 restructuring, which is frequently initiated, facilitated, and reinforced by the norma-

tive and behavioral changes. 12  

   The fact that organizational development is a process that brings about change in a 

social system raises the issue of the  change agent  (the individual or group who becomes 

the catalyst for change). Are change agents necessary for organizational improvement to 

occur? Once we recognize that organizational change involves substantial changes in how 

individuals think, believe, and act, we can appreciate the necessity of someone to play the 

role of change agent. But who should play the role? Existing managers? New managers? 

Or individuals hired specifically for that purpose? Depending upon the situation, any of 

these can be called upon to orchestrate the organizational change process. 13  

   Managers who implement change programs are committed to making fundamental 

changes in organizational behavior. At the heart of the process are learning principles 

that enable individuals to unlearn old behaviors and learn new ones. The classic 

 relearning sequence of  unfreezing, moving, and refreezing is implemented in the 

 systematic approach to change. 14      

 Learning Principles in Change Management  

 To better understand how changes are brought about in individuals, we must apply 

appropriate principles of learning. Managers can design a theoretically sound change 

approach and not achieve any of the anticipated results because they overlooked the 

importance of providing motivation, reinforcement, and feedback to employees. These 

principles of learning originally stated by Kurt Lewin serve to unfreeze old learning, 

instill new learning, and refreeze that new learning. 

    Unfreezing old learning  requires people to want to learn new ways to think and act. 

Unfreezing deals directly with resistance to change. 15  Individuals may not accept that 

they need more skill in a particular job or more understanding of the problems of other 

units of the firm. Some people recognize this need and are receptive to experiences that 

will aid them in developing new skills or new empathies. Others reject the need or play it 

down, because learning is to them an admission that they aren’t completely competent 

in their jobs. These kinds of people face the prospect of change with different expecta-

tions and motivations. Determining the expectations and motivations of people isn’t 

easy. It is, however, a task that managers must undertake to manage change: It is man-

agement’s responsibility to show employees why they should want to change. 

organizational 

development
 The  process of prepar-

ing for and managing 

change in organiza-

tional settings. 
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    Movement to new learning  requires training, demonstration, and empowerment. 

Training nonmanagerial employees hasn’t been a high priority among American cor-

porations, but lost market shares to foreign competitors that invest greater resources 

in training have encouraged American firms to make training a regular part of  their 

employees’ assignments. Through training and demonstration of the appropriateness 

of  that training, employees can be empowered to take on behaviors they previously 

had only vaguely imagined possible. The new behaviors must be carefully and sensi-

tively taught. 

    Refreezing the learned behavior  occurs through the application of  reinforcement 

and feedback. These two principles suggest that when people receive positive rewards, 

information, or feelings for doing something, they’ll more likely do the same thing in 

a similar situation. The other side of the coin involves the impact of punishment for a 

particular response. Punishment will decrease the probability of doing the same thing 

another time. The principle, then, implies that it would be easier to achieve successful 

change through the use of  positive rewards. Reinforcement can also occur when the 

knowledge or skill acquired in a training program is imparted through a refresher 

course. The ultimate goal of refreezing is to have the learned behavior become a habit. 

A habit goes beyond mere repetition of a behavior as the desired behavior becomes an 

automatic or default response to the situation. 16  

   Management must guard against the possibility that what a person has learned at a 

training site is lost when that person is transferred to the actual work site. If things have 

gone well, only a minimum amount will be lost in this necessary transfer. A possible 

strategy for keeping the loss to a minimum is to make the training situation similar to 

the actual workplace environment. Another strategy is to reward the newly learned 

behavior. If the colleagues and superiors of newly trained people approve new ideas or 

new skills, these people will be encouraged to continue to behave in the new way. 

   If colleagues and superiors behave ambiguously or negatively in any way, the newly 

trained people will be discouraged from persisting with attempts to use what they’ve 

learned. This is one reason it has been suggested that superiors be trained before subordi-

nates. The superior, if  trained and motivated, can serve as a reinforcer and feedback 

source for the subordinate who has left the training confines and is now back on the job.    

 Change Agents: Forms of Intervention  

 Because managers tend to seek answers in traditional solutions, the intervention of an 

outsider is often necessary. The intervener, or    change agent   , brings a different perspec-

tive to the situation and challenges the status quo. The success of any change program 

rests heavily on the quality and workability of  the relationship between the change 

agent and the key decision makers within the organization. Thus, the form of inter-

vention used is a crucial consideration. 17     

      To intervene is to enter into an ongoing organization or relationship among per-

sons or departments, for the purpose of  helping improve effectiveness. A number of 

forms of intervention are used in organizations.  

 External Change Agents 

    External change agents    are temporary employees (e.g., change consultants) of the orga-

nization, since they’re engaged only for the duration of the change process. They orig-

inate in a variety of organizations including universities, consulting firms, and training 

agencies. Many large organizations have individuals located at central offices who take 

  change agent  
 A person who acts as 

the initiator for change 

activities. Can be inter-

nal members of the firm 

or external consultants. 

  external change 

agents  
 A person from outside 

an organization who 

initiates change. 
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temporary assignments with line units that are contemplating organizational change. 

At the conclusion of the change program, the change agent returns to headquarters.    

      The usual external change agent is a university professor or private consultant who 

has training and experience in the behavioral sciences. Such an individual will be con-

tacted by the organization and be engaged after agreement is reached on the condi-

tions of the relationship. Ordinarily, the change agent will have graduate degrees and 

experience in specialties that focus on individual and group behavior in organizational 

settings. With this kind of training, the external change agent has the perspective to 

facilitate the change process.   

 Internal Change Agents 

 The    internal change agent    is an individual working for the organization who knows 

something about its problems. 18  The usual internal change agent is a recently ap-

pointed manager of an organization that has a record of poor performance; often, the 

individual takes the job with the expectation that major change is necessary. How suc-

cessfully internal change agents undertake their roles has been extensively studied in 

recent years.    

      Raymond Smith’s experience as an internal change agent clearly illustrates what 

such individual efforts can bring about. 19  When Smith became CEO of Bell Atlantic, 

he confronted the imperative of  changing a slow-to-act bureaucracy into a fast- 

response entrepreneurial entity. The driving force behind the change was the deregula-

tion of  the communications industry. Rather than rely on outside consultants to 

transform the organization, Smith took on the role of  champion of change with full 

understanding of all the demands that the role would place on him. He immediately 

began fact gathering and consensus building via discussions with managers and 

 nonmanagers throughout the organization. His intent was to demonstrate by word 

and deed that Bell Atlantic had to change in fundamental ways if  it was to survive in 

the competitive, deregulated environment. 

   Signs of  progress include breaking down barriers between departments, sharing 

resources, and developing attitudes that encourage teamwork and idea sharing. Smith 

attributes much of  his success to creating a sense of  empowerment among Bell em-

ployees. Thus, they believe if  they act for the good of the company and succeed, they 

and the company prosper. But if  failure is the outcome, failure is shared by all. Smith 

reoriented the company to be consistent with the new environmental demands—

competition. 

   Internal change agents are a rare breed. In a recent article, Jack Welch, former 

CEO of General Electric, estimated that no more than 10 percent of employees fit the 

category. Welch states that while all change agents must be leaders, not all leaders are 

change agents. 20    

 External–Internal Change Agents 

 Some organizations use a combination external–internal change team to intervene 

and develop programs. This approach attempts to use the resources and knowledge 

base of both external and internal change agents. It involves designating an individual 

or small group within the organization to serve with the external change agent to 

spearhead the change effort. The internal group often comes from the human resource 

management unit, but it can also be a group of top managers. As a general rule, an 

external change agent will actively solicit the visible support of top management as a 

way to emphasize the importance of the change effort. 21  

  internal change agent  
 A person, manager or 

nonmanager, working 

for an organization, 

who initiates change. 
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   Each of  the three forms of  intervention has advantages and disadvantages. The 

external change agent is often viewed as an outsider. When employees hold this belief, 

rapport needs to be established between the change agent and decision makers. The 

change agent’s views on the organization’s problems are often different from the deci-

sion maker’s views, which leads to problems in establishing rapport. Differences in 

viewpoints often result in mistrust of  the external change agent by the policymakers 

or a segment of the policymakers. Offsetting these disadvantages is the external change 

agent’s ability to refocus the organization’s relationship with the changing environ-

mental demands. The external agent has a comparative advantage over the internal 

change agent when significant strategic changes must be evaluated. 22  

   The internal change agent is often viewed as being more closely associated with one 

unit or group of individuals than with any other. This perceived favoritism leads to 

resistance to change by those who aren’t included in the internal change agent’s circle 

of close friends and personnel, but knowledge of this can be valuable in preparing for 

and implementing change. The internal change agent can often serve as the champion 

for change because of enlightened understanding of the organization’s capability and 

because of personal persistence. 23  

   The third type of intervention, the combination external–internal team, is the rar-

est, but it seems to have a reasonable chance for success. In this type of intervention, 

the outsider’s objectivity and professional knowledge are blended with the insider’s 

knowledge of the organization and its human resources. This blending of knowledge 

often results in increased trust and confidence among the parties involved. The com-

bination external–internal team’s ability to communicate and develop a more positive 

rapport can reduce resistance to any forthcoming change. 

   While change agents are expected to help organizations implement positive im-

provements, change agents themselves may create problems or issues. The actions of 

the change agents may create resistance, which if  not properly addressed may lead to 

the failure of the initiative. Proper understanding of the sources of resistance and the 

means to address them is critical for successful change activities. 24      

 Resistance to Change  

 Even in situations in which change is clearly the best choice, there may be fear, 

anxiety, and resistance. The more significant the change in structure, task, tech-

nology, and human assets, the more intense the fear, anxiety, and resistance. A 

large portion of  whatever fear, anxiety, or resistance occurs is triggered by changes 

in routine, patterns, and habits. Researchers, however, have been more specific in 

categorizing resistance to change that results from individuals and organizational 

factors. 25  

    Exhibit 17.2  presents a graphical portrayal of a variety of individual responses to a 

change in structure, technology, or people.  

 Individual Resistance 

 Individuals resist change because they fear what will happen to them. A number of 

individual impediments to change have been uncovered through research conducted in 

organizational settings. Reasons for resistance are the following:

   •   The threat of loss of position, power, status, quality of life, and authority.  

  •   Economic insecurity regarding retention of the job or level of compensation.  
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  •   The possible alteration of  social friendships and interactivity. Redesign, shifts in 

work processes, and movement of  people are considered to be threats to friend-

ships, patterns of social on-the-job interactions, and routines.  

  •   The natural human fear of the unknown brought about by change. The inability to 

predict with certainty how the new organizational design, manager, or compensa-

tion system is going to work creates a natural resistance.  

  •   Failure to recognize or be informed about the need for change.  

  •   Cognitive dissonance created because one is confronted with new people, processes, 

systems, technology, or expectations. The dissonance or discomfort created by what 

is new or different is another typical social psychological human process. 26   

  •   Feelings of  inadequacy. People will seldom admit that they lack the skills to be 

good performers if  a change occurs.  

  •   Belief  that what is going to be changed is wrong or a bad idea.     

   Each of these and other individually oriented points of resistance can be addressed 

through increased communication, information, and data. Face-to-face meetings, 

newsletters, e-mails, reports, speeches, conferences, and other methods of communica-

tion can lead to a better understanding and trust about changes. Other methods for 

dealing with individual resistance include having people participate in the entire 

change process, using change champions from within the group to serve as facilitators, 

and engaging in negotiations about the type and pace of changes. These approaches 

require management skill in leading the change approach. 

   Unfortunately, some managers use coercion, threats, and manipulation to imple-

ment changes. The drawbacks to these hands-on, top-down approaches include re-

sentment, withdrawal, slowing down, anger, covert sabotage, and unethical behaviors. 27  

These methods provide few long-term benefits that justify their implementation. 

EXHIBIT 17.2 Range of Individual Resistance Behaviors

Source: Concept for continuum and some behaviors stimulated by A.P. Goldstein, Reducing Resistance: Methods for Enhancing Openness to Change (Champaign, IL: 

Research Press, 2001).
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   Trust, faith, and confidence in any change program are extremely important. Robert 

Shapiro, when serving as CEO of Monsanto, captured the essence of trust as follows:  

 You can’t get to good morale by lying. . . . You can’t get innovation that way. You find 

an enormous amount of time and effort is dealing with the trust of others. Look at all 

the inefficiencies of lack of trust. It tells you that an honest organization is going to be 

much more efficient. It just makes good business sense. 28    

 Organizational Resistance 

 A range of  forces within an organization poses barriers to the implementation of 

changes in structure, tasks, technology, and behavior. These forces may be heightened 

when an organization consists of  geographically separated operations, each poten-

tially with distinct cultures, products, and competitive pressures. 29  Organizational bar-

riers to change include:

   •   The professional and functional orientation of a department, unit, or team. Engi-

neers perceive changes from an engineering background and experience. Likewise, 

education, training, and learning shape sales and marketing teams’ perceptions. 

The organizational unit also creates its own norms and standards of  behavior. 

Changes may alter relationships that impact these norms and standards.  

  •   Structural inertia. Organizations are structured to promote stability. The structural 

arrangement is created in a way that it resists changes or forces that generate insta-

bility. This same type of structure at the organization level also exists at the group 

and team levels. Strong norms are resistant to change because of group members’ 

comfort with a certain flow and pattern.  

  •   Perceived threats to the power balance in an organization. The fear of losing posi-

tion, status, and resource power or leverage creates a strong backlash. Change in 

how products are sold in mall stores, online, and through catalogs created resis-

tance in Sears stores, units, and subunits based on the perception of power and its 

distribution in the firm. The online unit wanted more resources allocated to it while 

the store managers resisted the untested venture into online e-tailing.  

  •   An aura and folklore, spurred by a previous failure, about the dangers associated 

with change. Because of Coca-Cola’s failed experiment with changing the taste and 

flavor of  Coke, future attempts to alter anything associated with Coke’s formula 

will likely be met with skepticism, doubt, and caution. The same type of  failure-

driven resistance existed at Ford Motor Company for a least a full decade after the 

monumental financial losses associated with the introduction of the Edsel automo-

bile. Ford was reluctant to introduce major style changes and new products for at 

least 10 years after the 1957 Edsel failure.     

    Strategies for Overcoming Resistance to Change 

 The range of  individual and organizational resistance factors involves fear, anxiety, 

team behavior, politics, and uncertainty. Analyzing change and resistance involves a 

number of key considerations. 30  First, individuals and organizations must have a rea-

son to change. 

   Second, the more involved people at all levels of  the hierarchy are in the change 

planning, implementation, and monitoring, the higher the likelihood of  success. 

Changes that are imposed on employees with little warning are likely to be resisted. As 

the Organizational Encounter on page 523 suggests, allowing people to participate in 

change has significant benefits. 
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   Third, communication is an ongoing and not a onetime factor in successful change 

programs. Ever more communication is always needed in major change programs. 

Communication can educate and prepare the employees in a way that reduces fear, 

anxiety, and resistance. 

   Fourth, an organization contemplating change needs to identify and help guide 

champions or supporters of  change. It is important to have the backing of powerful 

and influential people. They can serve as spokespersons and role models to help fa-

cilitate the change. 

   Finally, the creation of a learning organization or one that has the capacity, resil-

ience, and flexibility to change is ideal. 31  In learning organizations such as Cisco Sys-

tems, Kimberly-Clark, Baxter Laboratories, and Wells Fargo, employees share ideas, 

make recommendations, and participate voluntarily in change from the outset. 

   Learning organizations have the following characteristics: 32  

•   Open discussions and accessibility to information and data.  

•   Clear vision expressed at all levels.  

•   Strong emphasis on interdependence, worth, and importance of each person and unit.  

•   Clear goals and concepts of performance expectations.  

•   Commitment to learning, improving, and personal growth.  

O R G A N I Z A T I O N A L  E N C O U N T E R

ALLOW PEOPLE TO PARTICIPATE IN CHANGE

Leading a change requires the work, ideas, and creativity of more 

than a single change agent. Research shows that participation 

increases the likelihood of change success. Willie Pietersen de-

scribed a change program he was involved with as the president 

of Sterling Winthrop’s Health Business. The firm’s main global 

product was Panadol, a headache remedy selling 6 billion tablets 

a year in 85 countries, but at that time doing so in many different 

kinds of packages. Pietersen wanted to convert the hodgepodge 

packaging into a single known brand. He faced stiff resistance 

from around the world. He described his challenge this way.

At a meeting I gave a talk about the power of global branding. I 

projected a slide of the Coca-Cola logo—but instead of using fa-

miliar colors and script, I used a random selection of different 

colors and fonts. There was a patchwork of labels and colors.

I did the same for Kodak. Instead of yellow and black, the 

Kodak logo was done in many different shades and sizes.

Then I put up a slide of Panadol’s actual packaging from 

around the world. It looked like a collage of 20 different designs 

done by 20 different advertising agencies. There was silence in 

the audience. “This isn’t a brand,” I said. “This looks like a col-

lection of different products having the same name. To remain 

competitive in an increasingly connected world, Panadol needs 

to be a global brand.”

We broke up the large audience into smaller groups. The 

charge to each was to come up with an approach to harmonize 

Panadol’s many images into a single brand.

After about an hour, I was told that many people were upset, 

frustrated, and angry. For years the authority and power was in 

the hands of the company’s regional managers. I was accused 

of stripping away this power in favor of centralized control.

I looked at the podium and said, “I understand your fear of 

losing power. But you are incorrect. I’m asking you to help us 

come up with a globalization brand and strategy. I will appoint a 

team of regional managers to coordinate the effort. We’ll need to 

select a single global advertising agency and package-design 

firm, but you will guide their work.”

The regional manager audience was relieved and willingly 

and enthusiastically took up the task. Within four months, the 

regional manager team came up with a plan for creating and 

implementing a global Panadol brand image.

The lesson seems clear: Don’t hand over a change approach 

and say, “Here, implement this.” It’s not going to work. We learned 

that participation works because more people are involved. 

 Involving people requires people skills, patience, and managing 

emotions. It also requires a willingness to allow others to partici-

pate in the change process, planning, and implementation.

Sources: Adapted from Phred Dvorak, “Construction Firm Rebuilds 

Managers to Make Them Softer,” The Wall Street Journal, May 16, 2006, 

www.online.wsj.com; “GSK at a glance; About GSK; GlaxoSmithKline,” 

www.gsk.com/about/ataglance.htm (accessed March 11, 2009); 

and Willie Pietersen, “The Mark Twain Dilemma: The Theory and 

Practice of Change Leadership,” Journal of Business Strategy 23 

(September–October 2002), pp. 32–37.
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  •   Concern for measurable results whenever possible.  

  •   A curiosity to try new methods and experiment, and acceptance of failure.    

   Any organization in any industry can become a learning system that can thrive on 

change. Setting aside old ways of  thinking and minimizing the resistance to change 

can become a habit, especially in organizations that try to fit the learning model. 

   While the concept of  learning organizations is appealing, empirical evidence to 

support its effectiveness, perhaps due to difficulties in measurement, has been limited. 33  

Researchers continue to examine the topic, and a recent study has found learning 

 organization behaviors were associated with net income per employee, self-reported 

financial measures, and the percentage of  overall sales from new products. 34  In this 

time of  shortened product life cycles, the ability to continually create new products 

may be the key for continued organizational success.     

 A Model for Managing Organizational Change  

 The process of managing change through reeducation can be approached logically. The 

several steps of this logical process are suggested in  Exhibit 17.3 . The model consists of 

specific steps generally acknowledged as being essential to successful change manage-

ment. 35  A manager considers each of them, either explicitly or  implicitly, when under-

taking a change program. Prospects of initiating successful change can be enhanced 

when managers actively support the effort and demonstrate that support by 

 implementing systematic procedures that give substance to the process. 36  

EXHIBIT 17.3 A Model for the Management of Organizational Development
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   The model indicates that forces for change continually act on the organization; this 

assumption reflects the dynamic character of the modern world. At the same time, it’s 

the manager’s responsibility to sort out the information that reflects the magnitude of 

change forces. 37  The information is the basis for recognizing when change is needed; 

it’s equally desirable to recognize when change isn’t needed. But once managers recog-

nize that something is malfunctioning, they must diagnose the problem and identify 

relevant alternative techniques. 

   Finally, the manager must implement the change and monitor the change process 

and change results. The model includes feedback to the implementation step and to 

the forces-for-change step. These feedback loops suggest that the change process itself  

must be monitored and evaluated. The mode of  implementation may be faulty and 

may lead to poor results, but responsive action could correct the situation. Moreover, 

the feedback loop to the initial step recognizes that no change is final. A new situation 

is created within which problems and issues will emerge; a new setting is created that 

will itself  become subject to change. The model suggests no final solution; rather, it 

emphasizes that the modern manager operates in a dynamic setting wherein the only 

certainty is change itself.    

 Forces for Change  

 The forces for change can be classified conveniently into two groups:  external forces  

and  internal forces . External forces are beyond management’s control. Internal forces 

operate inside the firm and are generally within the control of  management. Under-

standing and effectively exploiting these forces may allow an organization to improve 

upon its competitive position. Allowing these forces to occur without reaction will al-

low competing organizations to seize an advantage. 38   

 External Forces 

 Organizations seldom undertake significant change without a strong shock from their 

environment. The external environment includes many economic, technological, and 

social/political forces that can trigger the change process. Those who study and prac-

tice organizational change agree that these environmental triggers are necessary but 

not sufficient to initiate change. Change also involves managers who are aware of the 

need for change and who take action. 

   The manager of  a business has historically been concerned with reacting to 

    economic forces   . Competitors introduce new products, increase their advertising, 

 reduce their prices, or increase their customer service. In each case, a response is 

 required unless the manager is content to permit the erosion of  profit and market 

share. At the same time, changes occur in customer tastes and incomes. The firm’s 

products may no longer have customer appeal; customers may be able to purchase less 

expensive, higher-quality forms of the same products.    

      The second source of  environmental change forces is    technology   . The knowledge 

explosion has introduced new technology for nearly every business function. Computers 

have made possible high-speed data processing and the solutions to complex pro-

duction problems. New machines and new processes have revolutionized how many 

products are manufactured and distributed. Computer technology and automation 

have affected not only the technical conditions of  work, but the social conditions as 

well. 39  New occupations have been created, and others have been eliminated. Slowness 

to adopt new technology that reduces cost and improves quality will show up in the 

  economic forces  
 Forces in the environ-

ment that can influence 

what occurs within a 

firm, such as security 

markets,  interest rates, 

foreign currency fluc-

tuations, and competi-

tors’  pricing strategies. 

  technology  
 An important concept 

that can have many 

definitions in specific 

instances but that gen-

erally refers to actions, 

physical and mental, 

that an individual 

 performs upon some 

object, person, or 

problem in order to 

change it in some way. 
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financial statements sooner or later. 40  Technological advance is a permanent fixture in 

the business world. As a force for change, it will continue to demand attention.    

      The third source of environmental change forces is  social and political change . Busi-

ness managers must be tuned in to the great social movements over which they have no 

control but that, in time, influence their firm’s fate. Sophisticated mass communica-

tions and international markets create great potential for business, but they’re also 

great threats to managers who can’t understand what’s going on. 41  Finally, the rela-

tionship between government and business becomes much closer as regulations are 

imposed and relaxed. 

   Comprehending implications of  external forces requires organizational learning 

processes. 42  These processes, now being studied in many organizations, involve the 

capacity to absorb new information, process that information in the light of previous 

experience, and act on the information in new and potentially risky ways. But only 

through such learning experiences will organizations be prepared for the 21st century.   

 Internal Forces 

 Internal forces for change within the organization can usually be traced to process and 

behavioral problems. The process problems include breakdowns in decision making 

and communications. Decisions aren’t being made, are made too late, or are of poor 

quality. Communications are short-circuited, redundant, or simply inadequate. Tasks 

aren’t undertaken or aren’t completed because the person responsible did not get the 

word. Because of inadequate or nonexistent communications, a customer order isn’t 

filled, a grievance isn’t processed, or an invoice isn’t filed and the supplier isn’t paid. 

Interpersonal and interdepartmental conflicts reflect breakdowns in organizational 

processes. 

   Low levels of morale and high levels of absenteeism and turnover are symptoms of 

behavioral problems that must be diagnosed. A wildcat strike or a walkout may be the 

most tangible sign of  a problem, yet such tactics are usually employed because they 

arouse management to action. A certain level of  employee discontent exists in most 

organizations—it’s dangerous to ignore employee complaints and suggestions. The 

process of change includes the recognition phase—the point where management must 

decide to act or not to act. 

   In many organizations, the need for change goes unrecognized until some major 

catastrophe occurs. The employees strike or seek the recognition of  a union before 

management finally recognizes the need for action. Whether it takes a whisper or a 

shout, the need for change must be recognized by some means; and once that need has 

been recognized, the exact nature of the problem must be diagnosed. If  the problem 

isn’t properly understood, the impact of change on people can be extremely negative.     

 Diagnosis of a Problem  

 Change agents facilitate the diagnostic phase by gathering, interpreting, and present-

ing data. Although the accuracy of data is extremely important, how the data are in-

terpreted and presented is equally important. Interpretation and presentation are 

generally accomplished in one of two ways. First, the data are discussed with a group 

of top managers, who are asked to make their own diagnosis of  the information; or, 

second, change agents may present their own diagnoses without making explicit their 

frameworks for analyzing the data. A difficulty with the first approach is that top 

management tends to see each problem separately. Each manager views his problem 
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as being the most important and fails to recognize other problem areas. The second 

approach has inherent problems of  communication. External change agents often 

have difficulty with the second approach because they become immersed in theory 

and various conceptual frameworks that are less realistic than the managers 

would like. 

   Appropriate action is necessarily preceded by diagnosis of the problem’s symptoms. 

Experience and judgment are critical to this phase unless the problem is readily appar-

ent to all observers. Ordinarily, however, managers can disagree on the nature of the 

problem. There’s no formula for accurate diagnosis, but the following questions point 

the manager in the right direction:

  1.   What is the problem as distinct from the symptoms of the problem?  

   2.   What must be changed to resolve the problem?  

   3.   What outcomes (objectives) are expected from the change, and how will those out-

comes be measured?    

   The answers to these questions can come from information ordinarily found in the 

organization’s information system. Or it may be necessary to generate ad hoc infor-

mation through the creation of  committees or task forces. Meetings between manag-

ers and employees provide a variety of  viewpoints that can be sifted through by a 

smaller group. Interviewing key personnel is an important problem-finding method. 

Another diagnostic approach that obtains broader-based information is the attitude 

survey. 

   The survey is a useful diagnostic approach if  the potential focus of  change is the 

total organization. If  smaller units or entities are the focus of change, the survey tech-

nique may not be a reliable source of information. For example, if  the focus of change 

is a relatively small work group, diagnosis of  the problem is better accomplished 

through individual interviews followed by group discussion of the interview data. In 

this approach, the group becomes actively involved in sharing and interpreting percep-

tion of problems. However, the attitude survey can pose difficulties for organizations 

with relatively low levels of trust in management’s sincerity to use the information in 

constructive ways. 

   Identification of individual employees’ problems comes about through interviews 

and personnel department information. Consistently low performance evaluations in-

dicate such problems, but it’s often necessary to go into greater detail. Identifying in-

dividuals’ problems is far more difficult than identifying organizational problems. 

Thus, the diagnostic process must stress the use of precise and reliable information. 

   To summarize, the data collection process can tap information in several ways. Five 

different approaches are useful for assorted purposes: 43   

  1.   Questionnaire data can be collected from large numbers of people.  

  2.   Direct observations can be taken of actual workplace behavior.  

  3.   Selected individuals in key positions can be interviewed.  

  4.   Workshops can be arranged with groups to explore different perceptions of problems.  

  5.   Documents and records of the organization can be examined for archival and cur-

rent information.   

   Regardless of  the data collection method, it is important to clearly understand a 

problem before initiating an organizational development activity. An effective and tar-

geted needs assessment increases the likelihood that it will lead to improved organiza-

tional performance. 44     
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 Selection of Appropriate Methods  

 Managers have a variety of change and development methods to select from, depend-

ing on the objectives they hope to accomplish. One way of viewing objectives is from 

the perspective of the depth of the intended change. 

    Depth of intended change  refers to the scope and intensity of  the change efforts. A 

useful distinction here is between the formal and informal aspects of  organizations. 

Formal organizational components are observable, rational, and oriented toward 

structural factors. The informal components are not observable to all people; they 

are affective and oriented to process and behavioral factors. Generally speaking, as 

one moves from formal aspects of  the organization to informal aspects, the scope and 

intensity increase. As scope and intensity increase, so does the depth of  the change. 

   The choice of a particular development method depends on the nature of the prob-

lem that management has diagnosed and the depth of the intended change. Examin-

ing several specific development methods is the focus of  the rest of  this section. For 

purposes of  our discussion, we have grouped these methods into three categories: 

structural, task and technological, and human asset or people. The classification of 

methods that we use in no way implies a distinct division among the approaches. On 

the contrary, the interrelationships among them must be acknowledged and antici-

pated. As an illustration of this, we close this section with a look at approaches that 

are multifaceted and cut across our three categories.  

 Structural Approaches 

 Structural approaches to organizational change refer to managerial actions that at-

tempt to improve effectiveness by introducing change through formal policies and 

procedures. Actual structural reorganization is the most direct example of  this ap-

proach. Mergers and acquisitions, as well as the recent interest in downsizing, may set 

the stage for a variety of structural reorganizations. Generally, restructuring tends to 

focus on creating flatter, more organic organizations. 

   Not all structural approaches necessarily involve making actual changes in the or-

ganizational structure, however. Introduction of  a zero-based budgeting system, for 

example, may represent a significant change in both policy and procedure, without 

altering the existing structure. Many organizations are revising their reward systems, 

emphasizing pay for performance. In such systems, pay is determined by achieved 

levels of  either individual or team performance. Reward systems such as these also 

represent a structural approach to organizational change. 

   One method representing a structural approach to organizational change that has 

demonstrated effectiveness is  management by objectives (MBO).  Another structural 

approach is referred to as  reengineering .  

 Management by Objectives 

 Management by objectives (MBO) is a process consisting of  a series of  interdepen-

dent and interrelated steps designed to facilitate planning and control, decision mak-

ing, and other important management functions. It is also a management philosophy 

that reflects a proactive rather than reactive approach to managing. 45  Successful use 

of  MBO depends on the ability of  participants to define their  objectives in terms of 

their contributions to the total organization and to be able to accomplish them. 

 The original work of Drucker 46  and subsequent writings by others provide the  basis 

for three guidelines for implementing MBO:

   1.   Superiors and subordinates meet and discuss objectives that contribute to overall goals.  

  2.   Superiors and subordinates jointly establish attainable objectives for the subordinates.  

management by 
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  3.   Superiors and subordinates meet at a predetermined later date to evaluate the 

subordinates’ progress toward the objectives.    

 The exact procedures employed in implementing MBO vary from organization to 

organization and from unit to unit. 47  However, the basic elements of objective setting, 

participation of subordinates in objective setting, and feedback and evaluation usu-

ally are parts of  any MBO program. The intended consequences of  MBO include 

improved contribution to the organization, improved attitudes and satisfaction of 

participants, and greater role clarity. MBO is highly developed and widely used in 

business, health care, and governmental organizations. 

 While it is generally accepted that specific objectives or goals lead to improved per-

formance, there are potential issues if too much emphasis is placed on goals. If goals are 

too narrowly focused, employees may be overly attentive to the goal area at the expense 

of other important areas. An excessive number of simultaneous goals may lead to an 

employee focusing only on one as a means of coping with what may be perceived as ex-

treme job demands. Goals with overly aggressive timelines may encourage employees to 

take short-term actions that are not in the long-term best interest of the organization. 

Overly aggressive goals associated with personal rewards may also promote excessive risk 

taking by employees. 48  These potential pitfalls should not dissuade from the use of MBO 

or similar interventions; rather, MBO programs require care and thought in their design if  

they are expected to direct employee energies and productivity in the organization.   

 Reengineering 

 Companies such as Mutual Benefit Life, Hewlett-Packard, and Ford, through initiative 

to change work flow, processes, and design, helped create what eventually became known 

as reengineering. The objective of reengineering is to create processes, systems, and struc-

tures that meet customer needs efficiently and in an economically sound manner. Instead 

of this objective catching the attention of managers, however, the notion of downsizing, 

introducing computerized systems to replace employees, and eliminating layers of man-

agement has dominated discussions, analysis, and critiques of reengineering. 

 James Champy and Michael Hammer popularized reengineering in their book 

 Reengineering the Organization . 49  They advocate an approach to structure and process 

that begins with a clear, blank sheet of  paper. This fresh start enables managers to 

design an entirely new (reengineered) organization to meet the needs of  customers. 

The new approach must be implemented with careful training, education, and docu-

mentation to prevent the old structures and processes from reappearing out of habit 

and inertia. Reengineering consists of  a process that evolves from unfreezing struc-

tures and processes, reinventing new structures and processes, and freezing them. 

 Reengineering consists of three strategies: streamlining, integrating, and transform-

ing. Streamlining breaks the core process into segments to eliminate waste, delays, and 

slow response time. An example of streamlining is to discover the most efficient way 

to redesign on-site, instructor-led training so that it can be delivered on the Internet 

through online, asynchronous courseware. 

 Integrating is the unification of systems, processes, or work-related activities across 

functional lines, such as combining the course preparation, instruction, and graphical 

design and hosting activities in producing online courses to fit the diverse needs of 

online trainees. 

 Transforming involves benchmarking to locate “best in class” organizations. An 

example of transforming is to forget how the firm currently prepares and delivers on-

line training courses. What do trainees want, when, and where? Is it possible to learn 

and pace the training skill, competency, or knowledge in such a way that each person 

literally controls and structures his or her own course? 

reengineering
 Creating radical 

changes in processes, 

systems, and/or struc-

tures that meet cus-

tomer needs efficiently 

and are economically 

sound. 
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 Taco Bell used reengineering to change the firm. The firm started its reengineering 

work by asking customers what they wanted when visiting a Mexican-style fast-food 

restaurant. Instead of finding that customers wanted what other successful fast-food 

restaurants provided, Taco Bell found simplicity was the resounding response. Cus-

tomers wanted from Taco Bell fast service, hot food, good-tasting food, and cleanli-

ness. Fancy surroundings, expensive internal designs and furniture, and soothing 

music were not mentioned. 

 Taco Bell reinvented itself, the restaurant design, the price structure, and the treat-

ment of  customers. Small lot cooking was replaced with a central kitchen that con-

trolled food quality very carefully. The central kitchen dispensed the food to 

restaurants, which were 30 percent kitchen and 70 percent customer service area in-

stead of the reverse design. 

 Taco Bell streamlined, integrated, and transformed its typical restaurant design, 

pricing, food preparation, and customer service. The results have been the preparation 

of good food, served hot, and sold at a reasonable price in a clean environment. 

 Critics of  reengineering point to the fear and anxiety raised by this structural 

change approach. 50  Reengineering has not lived up to the excessive hype and expecta-

tions established by a legion of management consultants and academic gurus. Despite 

these criticisms, some organizations continue today to use reengineering concepts such 

as streamlining, integration, and transformation. When these activities are used with 

caution, with concern for people, and for gaining and sustaining a fair competitive 

advantage, reengineering practices can be effective, well received, and cost efficient. 

On the other hand, when reengineering is the code word for downsizing, eliminating 

management layers, and having computers replace people, resistance, anxiety, and fear 

are likely to permeate an organization. 

 The continued growth of  technology, particularly computing technology, may 

be changing the face of  reengineering. The concept of  plug-and-play computer 

components is being applied to organizations. Rather than overhauling an entire 

process, this new approach looks at the organization much like a computer—a col-

lection of  parts fitted together to achieve an end. These parts or operations can be 

analyzed and swapped out to improve efficiency much the same way one would 

upgrade a computer. This perspective, possible only through the advancement in 

control and communication technologies, allows projects to be implemented and 

potentially provide returns much faster than traditional reengineering projects. 51     

 Task and Technological Approaches 

 Task and technological approaches to organizational change focus directly on the 

work itself  that is performed in the organization. A task focus emphasizes job design 

changes, a topic discussed in detail in Chapter 6. Job enlargement, which increases 

range (the number of  tasks performed), and job enrichment, which increases depth 

(the amount of discretion and responsibility the jobholder has), are primary examples 

of task approaches. Some of the newer systems of work scheduling may also be clas-

sified as task approaches. Recall, for example, our discussion of flexible work sched-

ules in Chapter 6. By allowing individuals to choose when they perform their assigned 

tasks, management is hoping to increase satisfaction, productivity, and performance 

while decreasing absenteeism and turnover. 

   Technological approaches emphasize changes in the flow of work. This could in-

clude, for example, new physical plant layouts, changes in office design, and improved 

work methods and techniques. Many technological changes are related to advances in 

equipment design and capability. For example, computer-aided design (CAD) technology 
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has transformed the job (and productivity) of  draftspersons; computer-aided manu-

facturing (CAM) has removed many of the manual steps in taking a design to manu-

facture; laser-guided production equipment has dramatically increased the accuracy 

of many manufacturing processes; the desktop computer has altered millions of jobs; 

and, on a growing number of factory floors, robots are outnumbering people. Organi-

zational researchers are just now beginning to examine some of the longer-term effects 

of technological change on individuals. 52  

   An important aspect of  task and technological approaches to organizational 

change is training. When jobs are redesigned, when work flow is changed, or when the 

use of  new equipment must be mastered, training programs are an integral tool in 

providing the necessary new skills and knowledge. In fact, the most widely used meth-

ods for developing employee productivity are training programs. 53  A distinction can 

be made between on-the-job training and off-the-job training. On-the-job training 

generally focuses on teaching specific skills and techniques needed to master a job. An 

advantage is that the employees are actually producing while undergoing training. 

Corning Inc., the well-known glass manufacturing company, is an example of an or-

ganization that is extensively involved in on-the-job training. As employees master 

each job requirement, they receive credits that become part of their performance eval-

uations. Training at Corning, however, is not restricted to specific job skills. The com-

pany has developed an interactive set of  workbooks to train employees in company 

culture, values, and organization. 54  

   Frequently, organizations have provided training that supplements on-the-job 

 efforts. Some of the advantages of off-the-job training are:  

  1.   It lets executives get away from the pressures of  the job and work in a climate in 

which “party-line” thinking is discouraged and self-analysis is stimulated.  

  2.   It presents a challenge to executives that, in general, enhances their motivation to 

develop themselves.  

  3.   It provides resource people and resource material—faculty members, fellow execu-

tives, and literature—that contribute suggestions and ideas for the executives to 

“try on for size” as they attempt to change, develop, and grow.   

   The theme of  the advantages cited above is that trainees are more stimulated to 

learn by being away from job pressures. This is certainly debatable since it is question-

able whether much of what is learned can be transferred back to the job. Attending a 

case-problem-solving program in San Diego is quite different from facing irate cus-

tomers in Cleveland. Nonetheless, despite the difficulty of  transferring knowledge 

from the classroom-type environment to the office, plant, or hospital, off-the-job 

training programs are still very popular and widely utilized.  

    People Approaches 

 Directly or indirectly, all organizational change efforts involve the human assets of the 

organization. MBO programs, for example, are designed to help individuals set realis-

tic performance goals and objectives, and a variety of job training programs are aimed 

at increasing skills and knowledge needed to perform tasks. Thus, both the structural 

approaches and the task and technological approaches typically involve changes re-

lated to achieving fairly specific and narrow outcomes. What we are calling human 

asset or people approaches, however, are a category of  change methods designed to 

result in a far less specific and much broader outcome of helping individuals learn and 

grow professionally, and perhaps personally. 
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   A necessary prerequisite to effective, lasting organizational change is individual 

change. Structural, task, and technological transformations will ultimately fail if  the 

individuals involved are not receptive to change. Human asset approaches help pre-

pare people for ongoing change and learning. 

   In the “You Be the Judge,” Hannah was one of Jason’s biggest advocates when he 

was recruited three years ago. They have worked together on three major projects that 

have all been successes for Pierpont. However, in the last few months you have heard 

about bickering between Jason and Hannah regarding a number of cost control issues 

in the unit. They are both respected informal leaders of the unit. The situation     raises an 

issue involving change, management, and leadership. It asks you to examine conflict, 

colleagues, and managerial response centered on a change program and its aftermath. 

There is no simple solution, and the situation requires some caution. 

   The “learning organization” philosophy stresses the importance of change, learn-

ing, and human assets. According to Peter Senge, a leading advocate, learning organi-

zations value continuing individual and collective learning. 55  To increase effectiveness, 

Senge argues, organizational members must put aside their old ways of thinking, learn 

to be open with others, understand how their company really works, develop plans 

everyone can agree on, and then work together to achieve those plans. 56  Human asset 

approaches assist in achieving one or more of  those objectives. The Organizational 

Encounter on page 533 discusses some of the programs IBM utilizes to focus on diver-

sity and the development of global markets.  

   Team Building 

 In recent years, organizations have shown renewed interest in effectively using work 

groups, or teams. 57  Anyone who has ever operated a business or organized any kind of 

project requiring the efforts of several people knows the difficulties involved in getting 

everyone to pull in the right direction, in the right way, and at the right time. One 

 approach to minimizing these difficulties is that of team building. 

 The purpose of team building is to enable work groups to get their work done more 

effectively, to improve their performance. The work groups may be existing or rela-

tively new command and task groups. The specific aims of  the intervention include 

setting goals and priorities, analyzing the ways the group does its work, examining the 

group’s norms and processes for communicating and decision making, and examining 

the interpersonal relationships within the group. As each of these aims is undertaken, 

the group is placed in the position of having to recognize explicitly the contributions, 

positive and negative, of each group member. 

 RESISTANCE TO CHANGE? 

Jason and Hannah work for Pierpont Global Software. The 

company has just undergone a large change in its reward 

and evaluation systems. The 15-month change program is still 

being implemented in Jason and Hannah’s unit. Hannah pays 

you a visit to complain about Jason’s negative comments 

about the new reward and evaluation system.

She contends that Jason is talking to a group of young 

software engineers attempting to persuade them to resist, 

question, and drag their feet on using the evaluation portion 

of the system. Hannah wants you to intervene and immedi-

ately stop Jason from influencing others. She also complains 

that Jason is so noisy in the work area that she and others 

are distracted from doing their work.

Should you immediately call in Jason and ask him what’s 

going on? You be the judge.

Y O U  B E  T H E  J U D G E
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 The process by which these aims are achieved begins with diagnostic meetings. 

 Often lasting an entire day, the meetings enable each group member to share with 

other members his or her perceptions of  problems. Subsequently, a plan of  action 

must be agreed on. The action plan should call on each of the group members, indi-

vidually or as part of  a subgroup, to undertake a specific action to alleviate one or 

more of the problems. 

 Team building is also effective when new groups are being formed because prob-

lems often exist when new organizational units, project teams, or task forces are cre-

ated. Typically, such groups have certain characteristics that must be overcome if  the 

groups are to perform effectively. For example:  

  1.   Confusion exists as to roles and relationships.  

  2.   Members have a fairly clear understanding of short-term goals but not long-term ones.  

  3.   Group members have technical competence that puts them on the team and think 

that is sufficient.  

  4.   Members often pay more attention to the tasks of  the team than to the relation-

ships among the team members.    

  To combat these tendencies, the new group could schedule team-building meetings 

during the first few weeks of its life. 

 Although the reports of team building indicate mixed results, the evidence suggests 

that group processes improve through team-building efforts. 58  This record of success 

 accounts for the increasing use of team building as an organizational development (OD) 

method. The Organizational Encounter on Seagate (page 534) illustrates how one 

organization  utilized a unique approach to team building. Team building is covered in 

greater depth in Chapter 10.   

O R G A N I Z A T I O N A L  E N C O U N T E R

IBM PRACTICES WHAT IT PREACHES

Today more than ever, workforce diversity is a global workplace 

and marketplace topic. More companies are asking, “Do we look 

like our customers? Is our culture one that fosters inclusiveness 

and tolerance in each country where we do business?”

Tom Watson, Jr., president of IBM from 1952 to 1971, identi-

fied three cornerstones of his firm’s approach to business: 

(1) respect each individual, (2) provide the best service possible 

to each customer, and (3) excellence must be a way of life. 

 Watson led IBM to appreciate diversity long before the concept 

became popular, committing IBM to a global marketplace. This 

commitment remains today. IBM in its interpretation of diversity 

includes race, gender, physical disabilities, lifestyle, age, religion, 

economic status, geography, and sexual orientation.

A few examples of how IBM addresses global diversity include:

• A $50 million Global/Life Fund for 74 child care center rela-

tionships around the world.

• Eight executive task forces (Asian, black, Hispanic, Native 

American, gay/lesbian/bisexual/transgender, disabilities, 

men, and women.

• $1.3 billion to support IBM supplier diversity programs.

• Programs to address the digital divide around the world.

• Showcasing technology at six Global Accessibility Centers.

• Implementation of a global workforce strategy.

In the continuing struggle for talented, diverse employees, IBM 

takes initiative. The company illustrates by example, financial 

support, and results that it values diversity around the world, and 

its efforts are being recognized. IBM has been named as one of 

the DiversityInc Top 50 Companies for Diversity based upon its 

CEO commitment, human capital, supplier diversity, and corpo-

rate and organizational communications.

Sources: Adapted from “Training Best Practices 2006,” Training, March 

2006, pp. 60–62; J.T. Childs, Jr., “Managing Workforce Diversity at IBM: 

A Global HR Topic That Has Arrived,” Human Resource Management, 

Spring 2005, pp. 73–77; and “Announcing the 9th Annual DiversityInc Top 50 

Companies for Diversity,” DiversityInc, March 20, 2009, www.diversityinc.

com/public/5530.cfm.
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 Ethics Training 

 While many organizations have codes of  ethics, with few exceptions ethics training, 

particularly organizationwide effort, is a relatively recent development. While the 

content and methodology of ethics programs vary widely, most may be categorized as 

focusing on one or both of two general objectives: (1) developing employee awareness 

of business ethics and (2) focusing on specific ethical issues with which the employee 

may come in contact. By helping to develop employee awareness of  ethical issues in 

decision making, organizations hope to: 59  

•   Enable recognition of ethical components of a decision.  

•   Legitimize ethics as part of the decision-making process.  

O R G A N I Z A T I O N A L  E N C O U N T E R

SEAGATE’S MORALE-ATHON

Team building is an important step in achieving goals, building 

morale, and getting to know your colleagues. There are various 

team-building exercises, techniques, and programs. One of the 

more interesting attempts to build better, stronger, and more pro-

ductive teams is utilized by Seagate Technology, a manufacturer 

of computer hard drives.

Going inside Seagate’s $9,000-a-head team-building blowout 

in New Zealand reveals some of the firm’s philosophy and ap-

proaches to team building. Plenty of companies try to motivate 

the troops, but few go as far as Seagate Technology. As part of 

its Eco Seagate initiative, the $12.7 billion maker of computer 

storage hardware flies 200 select staffers annually to New Zealand 

for its Eco Seagate—an intense week of team building topped off 

by an all-day race in which Seagaters have to kayak, hike, bike, 

swim, and rappel down a cliff.

It’s cocktail hour, and nervous getting-to-know-you chatter 

floats around the Queenstown chalet, where guests arrive by 

gondola. Staffers from a dozen countries are talking and gazing 

out at a stupendous mountain view of The Remarkables. The em-

ployees have been chosen from 1,200 who tried to get into Eco 

Seagate. (The company employs 45,000.) There are no age limits: 

The oldest racer in the sixth year of the event was 62.

This event, or social experiment, was former CEO Bill  Watkins’ 

pet project. He dreamed up Eco Seagate as a way to break down 

barriers, boost confidence, and make staffers better team  players. 

“Some of you will learn about teamwork because you have a 

great team,” he says.

Watkins knows about disastrous teams. When Seagate ac-

quired his employer, Conner Peripherals, in 1996, hostility reigned 

as staffers jockeyed to guard their turf. “Corporate culture is the 

story of the company,” says Watkins. “Back then, Seagate had 

lots of great stories—about people getting fired. We needed to 

create a different culture—one that was open, honest, and en-

couraged people to work together.”

Five days into the Seagate team-building program, 40 teams 

are dropped on an island in the middle of Lake Wakatipu between 

6 and 7 a.m. A conch sounds, and the teams race to their kayaks 

and paddle 1.5 miles to shore. Then, navigating with a compass, 

they trek over 4.3 miles of hilly terrain, mountain-bike 10.5 miles of 

rocks and ruts, then rappel 160 feet into a canyon for a hypother-

mic swim and hike.

Here’s the reality: a ragged day of pain and suffering. After 

a slow start on the kayak, Five Elements runs past 20 teams on 

the hike, jumps on bikes, and pedals like mad to second place. 

“This pace is feeling a little leisurely,” jokes Stuart Brown, 44, 

a program manager from Shakopee, Minnesota. Everyone 

laughs and speeds up. But an hour later they start to climb the 

big hill.

“Help me!” Engineer Kebiao Yuan, 41, is straddling his bike, 

so cramped he can’t move. His teammates lift his leg over the 

bike, rub his knotted muscles, and squeeze a pack of sickeningly 

sweet energy gel into his mouth. Soon he’s back on his machine, 

and Five Elements enters the final stretch of the bike leg. At the 

next transition point they ditch the bikes, run to the rim of a can-

yon, and rappel down. Then it’s a 1.6-mile trek out, partly wading, 

partly swimming in 50-degree water. Too cold to feel anything at 

all, Five Elements crosses the finish line five hours and 51 min-

utes after the start—27 minutes after the first-place team, Fuel, 

and four hours before the stragglers.

At the finish line they find portable showers, dry clothes, and 

tables laden with grilled meats and salads. Miraculously, all 

40 teams make it, carrying their silly kiwi birds.

Seagate Technology believes that the costs of its New  Zealand 

extravaganza team-building program is worth the benefits. The 

thinking is that the team building leads to a more committed work-

force, knowing and trusting colleagues more, and being  motivated 

to help the company achieve its goal.

Sources: Adapted from Sarah Max, “Seagate’s Morale-athon,”  BusinessWeek,

April 3, 2006, pp. 110–111; www.seagate.com (accessed June 6, 2006); 

and “Company Snapshot,” Seagate.com, www.seagate.com/www/

en-us/about/investor_relations/company_information/company_snapshot 

(accessed June 16, 2009).
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  •   Avoid variability in decision making caused by lack of norms or awareness of rules.  

  •   Avoid confusion as to who is responsible for misdeeds.  

  •   Provide decision-making frameworks for analyzing ethical choices.    

 The second objective, that of focusing on relevant ethical issues with which employ-

ees may be faced, may include dealing with conflict-of-interest situations, white-collar 

crime, or discharging one’s job responsibilities within the context of  local, state, and 

federal requirements. This latter category could encompass such diverse activities as 

employee safety, equal employment opportunity issues, product marketing claims, 

 environmental protection, and sexual harassment. 

 Formal ethics training, particularly programs involving most or all levels within the 

organization, is too recent a phenomenon to draw conclusions about its effectiveness. 

It is clear, however, that however effective it may be, ethics training is not a cure-all.   

 Mentorship Programs 

 Formal mentorship programs represent an even more recent and less frequently used 

organizational change technique than ethics training. A mentor is a knowledgeable 

individual who is committed to providing support to other, usually junior, organiza-

tional members. 60  Mentoring programs help individuals develop by providing specific 

job instruction, disseminating organizational cultural norms and values, dispelling or-

ganizational myths, and generally transferring knowledge gained through years of be-

ing part of the organization. Mentoring relationships, of course, are not new; mentors 

and “mentees” have existed as long as have formal organizations. Formalizing such 

relationships, however, is a very new and largely unexplored concept. 

 A number of positive benefits to the organization have been identified as outcomes 

of  mentoring programs. 61  These include (1) early identification of  talent that might 

otherwise go unnoticed, (2) sensing by mentors of employee attitudes and morale, and 

(3) transmission of informal organizational expectations (corporate culture). Organi-

zational benefits of  mentoring can accrue at all levels of  the company, up to and in-

cluding the individual(s) being groomed for the presidency. 

 There are some caveats to keep in mind, however. Formalized mentor–mentee re-

lationships should always be voluntary for both parties. And companies should not 

assume that every long-term employee who has the interest would make a good men-

tor. In this regard, some individuals should be discouraged from assuming this role, 

and it is a good idea for all prospective mentors to receive training or coaching on 

effective mentoring relationships. Finally, organizations must understand that not 

everything passed from mentors to mentees will be factually correct or organization-

ally desirable. The potential payoffs, however, both in terms of  individual and orga-

nizational change, make such programs worth considering.   

 Introspection Development 

 Dealing with constant change, both planned and unplanned, is a significant facet in a 

growing number of work situations. Companies are learning that taking time for re-

flection can be an invaluable activity for many organizational members. Major com-

panies, such as Aetna, PepsiCo, and AT&T, are incorporating various forms of 

introspection training into their management change programs. AT&T, for example, 

devotes approximately 20 percent of  its annual executive training budget to courses 

that encourage development of introspection. Introspection involves a close examina-

tion of  one’s own thoughts and feelings. Some companies, such as AT&T, support 

specific training courses. Others, like Patagonia, the outdoor sportswear company, 
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 allow employees to take periodic sabbaticals to renew and recharge themselves. Re-

gardless of the approach, successful introspection has a number of goals: 62   

  1.    Developing objectivity . Successful reflection requires objectively seeking and pro-

cessing information about oneself.  

  2.    Learning . Learning must result from introspection, not just once, but continually. 

The objective is to create a process that filters experiences through reflection to 

produce better decisions.  

  3.    Improving self-confidence . Reflection is designed to help individuals become com-

fortable with their weaknesses as well as their strengths.  

  4.    Increased sense of personal responsibility  and willingness to look internally rather 

than projecting blame for negative outcomes externally.  

  5.   Successful introspection should create an  increased tolerance for ambiguity and par-

adox,  attributes that are becoming virtual requirements for mastering today’s orga-

nizational environments.  

  6.    Action taking . Introspection does not mean we have to change, but it should enable 

us to more easily change when it is appropriate to do so.  

  7.    Achieving a balance in life . Helping to sort out priorities in the conflict between work 

demands and one’s nonwork life is an important payoff of successful introspection.  

  8.   Introspection should open an individual’s access to  creativity and intuition,  thus 

fostering innovation and higher-quality nonprogrammed decision making.  

  9.   The ultimate goal is  egolessness,  or the ability to transcend selfish concerns. This 

translates into decision making centered on what is best for the unit, not what is 

most ego enhancing.   

 Introspection programs that allow time for examining oneself  need to be scientifi-

cally studied. Instead of relying on common sense that self-examination sounds good, 

rigorous study of these types of programs is long overdue. While their adherents are 

strong believers, well-designed evaluation studies are lacking, and until more results 

are available, this type of change will be attempted only occasionally.    

 Multifaceted Approaches 

 Not all organizational change interventions fit neatly into one category or approach. 

Sometimes techniques from different categories may be used together in a multifaceted 

approach to development. As an example, a silver-mining company combined team 

building (a human asset approach) and MBO (a structural approach). 63  The program 

was aimed at improving productivity and safety in the mine. 

   Other OD interventions may be considered multifaceted because the technique 

used is itself  so broad-based that it cuts across two or even all three categories. Cur-

rently, one such program is total quality management, or TQM. TQM is both a phi-

losophy and system of management that, using statistical process control and group 

problem-solving processes, places the greatest priority on attaining high standards for 

quality and continuous improvement. Organizations such as IBM, Xerox, Ford,  Johnson 

& Johnson, and Motorola have adopted some form of  total quality management. 

 Motorola’s program, for example, focuses on achieving “Six Sigma quality.”    Six Sigma    

is a statistical measure that expresses how close a product comes to its quality goal. 

One sigma means approximately 68 percent of products reached the quality objective; 

three sigma means 99.7 percent have reached the goal; six sigma is 99.999997 percent 

perfect, or only 3.4 defects per 1 million parts.    

  Six Sigma  
 Powerful statistical 

tools and techniques to 

improve quality in 

manufacturing, human 

resource processes, and 

other operations 

within organizations. 
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      There are many different versions of  TQM. In actual operation, one company’s 

TQM program may appear quite different from another company’s. Despite large op-

erational differences, the major components of most TQM programs are similar. One 

researcher describes key TQM components in the following manner: 64  

     Goal:  The goal of TQM is to establish quality as a dominant organizational priority, 

vital for long-term effectiveness.  

   Definition of quality:  Quality is satisfying the customer. All quality improvements 

must begin with an understanding of customer needs and perceptions.  

   Nature of the environment:  TQM changes the boundaries between the organization 

and its environment. Entities formerly considered part of the environment (suppliers, 

customers) are now considered part of organizational processes.  

   Role of management:  Management’s role is to create a system that can produce quality 

results; managers and the system are responsible for poor quality.  

   Role of employees:  Employees are empowered to make decisions and take necessary 

steps to improve quality within the system designed by management. Additional 

training provides needed skills for this broader role.  

   Structural rationality:  The organization is restructured as a set of horizontal pro-

cesses that start with suppliers and end with customers. Teams are organized around 

processes to facilitate task accomplishment.  

   Philosophy toward change:  Change, continuous improvement, and learning are necessary. 

Ideally, all organizational members are motivated toward constant improvement.    

   TQM represents one of  the most comprehensive and far-reaching approaches to 

improving effectiveness. There are very few current or near-future organizational 

members who have not been or will not be affected in some way by TQM.   

 Appreciative Inquiry 

 The bulk of  organizational change and development programs start any diagnosis 

with an emphasis on identifying problems, shortfalls, or deficiencies, such as sexual 

harassment problems, excessive costs or resource limits, and not meeting a previously 

established performance goal. This “deficit thinking” may cause organizations to 

overlook opportunities. 65     Appreciative inquiry    (AI) is a method of focusing on  positive  

aspects or potential opportunities. 66  AI proposes that organizations and individuals 

are creative enough to develop programs, relationships, and behaviors that address 

success, personal growth, and fulfillment. It searches for and attempts to bring out 

the best in people, the organization, and the external environment. AI involves the art 

and practice of  asking probing questions that can strengthen an individual’s or an 

organization’s ability to anticipate, seize, and initiate positive  potential. 67     

      AI is described in a variety of ways:

   •   A methodology that takes the idea of  the social construction of  reality by using 

metaphors and narratives.  

  •   A radically affirmative approach to change that lets go of problem-based management.  

  •   A model of much-needed participatory science.    

    Exhibit 17.4  outlines what is referred to as the 4-D framework of  appreciative 

 inquiry. Pioneering work on refining this framework was conducted by consulting firm 

Marge Schiller and Associates in Avon Corporation in Mexico. 68  

   The 4-D process begins with discovering or appreciating what is the “best” in the 

present situation being examined. This could involve determining what employees like 

about their work, unit, or colleagues. As this discussion evolves, the next “D” emerges, 

  appreciative inquiry  
 A method of focusing 

on positive or potential 

opportunities. An 

 approach that asks 

questions and requires 

answers in an attempt 

to seize and improve 

upon an organization’s 

potential. 
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dreaming. What would make the work, unit, or colleagues ideal? Talking about ideals 

and the value of being in an ideal situation, the process shifts to designing or exchanging 

thoughts and eventually formulating and constructing with others a collective model 

of what an ideal group, team, or work setting would be in terms of schedules, expecta-

tions, roles, responsibilities, rewards, and goals. 

   Once the ideal model is conceptualized, discussed, and modified, the focus shifts to 

the fourth “D,” delivering. The idea now is to establish a plan, execution strategy, and 

set of goals for the situation. Instead of the “ideal,” the theme is now the real situation 

or setting. 69  

   A key issue regarding AI and change is: If  one wants to inspire, mobilize, and sus-

tain motivation, what is the best way—by focusing on problems, shortfalls, or deficits 

or by addressing opportunities to build on strengths? AI is positioned to probe and 

ask about peak, positive events, experiences, and models. 

   Avon Mexico used AI to develop opportunities for increasing the number of women 

in top management positions. A team of employees and consultants collected stories 

that described, analyzed, and portrayed gender equality and fairness at Avon Mexico. 

These stories were used as the basis of  two-day training programs for Avon Mexico 

employees to devise additional programs and approaches for accomplishing gender 

equality. The AI process of  discovery, dreaming, designing, and delivering served as 

the change approach used at Avon Mexico. Since the AI training approach was used, 

the company won the Catalyst Award for gender equality and more women are now in 

senior positions at Avon Mexico. 70      

 Impediments and Limiting Conditions  

 The selection of any change method should be based on diagnosis of the problem, but 

the choice is tempered by certain conditions that exist at the time. Scholars identify 

three sources of influence on the outcome of management change programs that can 

be generalized to cover the entire range of  interventions: leadership climate, formal 

organization, and organizational culture.  

 Leadership Climate 

 The nature of the work environment that results from the leadership style and admin-

istrative practices of managers is termed the    leadership climate   . It can greatly affect a 

program. Any program that lacks management’s support and commitment has only a 

slim chance of success. 71  The style of  leadership may itself  be the subject of  change. 

For example, total quality management (TQM) attempts to move managers toward a 

certain style—open, supportive, and group centered. But participants may be unable 

to adopt such styles if  the styles aren’t compatible with their own manager’s style. 72  

One approach to leadership—transformational leadership—has as its basis a vision of 

transformation or change. Leadership approaches are presented in Chapter 15.    

  leadership climate  
 The nature of the work 

environment in an 

 organization that results 

from the  leadership 

style and administrative 

practices of managers. 

EXHIBIT 17.4
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      Formal Organization 

 The    formal organization    includes the philosophy and policies of top management, as well 

as legal precedent, organizational structure, and the systems of control. Of course, each 

of these sources of impact may itself be the focus of a change effort. The important point 

is that a change in one must be compatible with all of the others. 73  It may be possible to 

design organizations that not only facilitate change, but actually welcome change. 74     

      Organizational Culture 

    Organizational culture    refers to the pattern of beliefs resulting from group norms, values, 

and informal activities. 75  The impact of traditional behavior that’s sanctioned by group 

norms, but not formally acknowledged, was first documented in the Hawthorne studies. 

A proposed change in work methods or the installation of an automated device can run 

counter to the expectations and attitudes of the work group, and, if such is the case, the 

selected method must be one that anticipates and manages the resulting resistance. 76     

      Implementing a method that doesn’t consider the constraints imposed by prevailing 

conditions within the present organization may, of  course, amplify the problem that 

triggered the process. If  management undertakes change in this way, the potential for 

subsequent problems is greater than would ordinarily be expected. Taken together, the 

prevailing conditions constitute the climate for change, and they can be positive or 

negative. You may recall from Case 16.1 Ford’s 1966 announcement of  a commer-

cially viable electric car within 10 years. 77  Over 40 years later, the company has yet to 

market such a vehicle. In contrast, NASA moved from its first manned space mission 

to a successful lunar landing in just over eight years. 78  While technological issues and 

resource availability may partially explain these contrasting outcomes, differing orga-

nizational cultures may be the leading reason for NASA’s success and Ford’s delay.     

 Implementing the Method  

 The implementation of  the change method has two dimensions: timing and scope. 

 Timing  refers to the selection of the appropriate time at which to initiate the interven-

tion.  Scope  refers to the selection of the appropriate scale. Timing depends on a num-

ber of  factors, particularly the organization’s operating cycle and the groundwork 

preceding the program. Certainly, if a program is of considerable magnitude, it’s desirable 

that it not compete with day-to-day operations; thus, the change might well be imple-

mented during a slack period. On the other hand, if  the program is critical to the or-

ganization’s survival, then immediate implementation is in order. The scope of  the 

program depends on the strategy. The program may be implemented throughout the 

organization. Or it may be phased into the organization level by level or department 

by department. The optimum strategy uses a phased approach, which limits the scope 

but provides feedback for each subsequent implementation. 

   The intervention that’s finally selected is usually not implemented on a grand 

scale. Rather, it’s implemented on a small scale in various units throughout the orga-

nization. For example, an MBO program can be implemented in one unit or at one 

level at a time. The objective is to experiment with the intervention (that is, to test 

the validity of  the diagnosed solution). As management learns from each successive 

implementation, the total program is strengthened. Not even the most detailed plan-

ning can anticipate all the consequences of  implementing a particular intervention. 

Thus, it’s necessary to experiment and search for new information that can bear on 

the program. 

  formal organization  
 The recognized and 

sanctioned structure, 

policies, and rules of a 

unit or institution. 

  organizational culture  
 The pervasive system 

of values, beliefs, and 

norms that exists in 

any organization. The 

organizational culture 

can encourage or 

 discourage effectiveness, 

depending on the 

 nature of the values, 

beliefs, and norms. 
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   As the experimental attempts provide positive signals that the program is proceed-

ing as planned, there’s reinforcement effect. Personnel will be encouraged to accept the 

change required of  them and to enlarge their own efforts’ scope. Acceptance of  the 

change is facilitated by its positive results.    

 Evaluating Program Effectiveness  

 Bringing about effective change represents an expenditure of organizational resources 

in exchange for some desired result. The resources take the form of money and time 

that have alternative uses. The result is in the form of increased organizational effec-

tiveness: production, efficiency, and satisfaction in the short run; adaptiveness and flex-

ibility in the intermediate run; survival in the long run. Accordingly, some provision 

must be made to evaluate the program in terms of expenditures and results. In addition 

to providing information to evaluate a specific organizational change effort, evaluation 

provides a literature that can be accessed by others who are deciding whether to under-

take OD. Reviews of the relative efficacy of interventions appear regularly. 79  The evalu-

ation phase has two problems to overcome: obtaining data that measure the desired 

results and determining the expected trend of improvement over time. 

   The acquisition of  information that measures the sought-after result is the easier 

problem to solve, although it certainly doesn’t lend itself  to naive solutions. The stim-

ulus for change is the deterioration of  effectiveness criteria that management has 

traced to structural and behavioral causes. The criteria may be any number of effec-

tiveness indicators, including profit, sales volume, absenteeism, turnover, scrappage, or 

costs. The major source of feedback for those variables is the organization’s informa-

tion system. But if  the change includes the expectation that employee satisfaction must 

be improved, the usual sources of  information are limited, if  not invalid. It’s quite 

possible for a change to induce increased production at the expense of declining em-

ployee satisfaction. Thus, if  the manager relies on the naive assumption that produc-

tion and satisfaction are directly related, the change may be incorrectly judged 

successful when cost and profit improve. 80  

   To avoid the danger of overreliance on production data, the manager can generate 

ad hoc information that measures employee satisfaction. The benchmark for evalua-

tion would be available if  an attitude survey was used in the diagnosis phase. The 

definition of  acceptable improvement  is difficult when evaluating attitudinal data, since 

the matter of how much more positive employees’ attitudes should be is quite different 

from the matter of  how much more productive they should be. Nevertheless, for a 

complete analysis of  results, attitudinal measurements must be combined with pro-

duction and other effectiveness measurements. 

   In a practical sense, a program’s effectiveness can’t be evaluated if  objectives haven’t 

been established before it’s implemented. A program undertaken to make the organi-

zation “a better place to work” or to develop the “full potential of  the employees” 

can’t be evaluated. If, on the other hand, measurable criteria that are valid indicators 

of “better places to work” and “full employee potential” are collected during the diag-

nostic phase and subsequently tracked as the program is undertaken, bases for evalu-

ation exist. A considerable body of  literature describes methods of  evaluation, and 

managers of change programs should consult it for guidance in program evaluation. 

   Generally, an evaluation model would follow the six steps of evaluative research:  

  1.   Determining the objectives of the program.  

  2.   Describing the activities undertaken to achieve the objectives.  
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  3.   Measuring the effects of the program.  

  4.   Establishing baseline points against which changes can be compared.  

  5.   Controlling extraneous factors, preferably through use of a control group.  

  6.   Detecting unanticipated consequences.   

   Application of these six steps isn’t always possible. For example, managers don’t  always 

specify objectives in precise terms, and control groups may be difficult to establish. 

Nevertheless, the difficulties of evaluation shouldn’t discourage attempts to evaluate.    

 How Effective Are Change Interventions?  

 The critical test of  alternative change interventions is whether they help to improve 

organizational effectiveness. This can be determined only through research. There’s a 

rather long history of such research. The current practice appears to have shifted the 

focus from interventions directed at informal components to 

those directed at formal components. In particular, struc-

tural interventions have been the most widely used method 

as reported in the literature. 81  The increasing use of  struc-

ture and job targets reflects the increasing importance of 

production and efficiency criteria of  organizational effec-

tiveness, the specific targets of  such interventions. The pri-

ority of  these criteria reflects the importance of  external 

competitive pressures that emphasize quantity, quality, and 

cost improvements. Structural interventions target these 

variables for change, whereas human asset interventions tar-

get somewhat more nebulous but nonetheless important 

variables such as attitudes, problem-solving skills, motiva-

tion, openness, and trust. It’s also possible that interventions 

that attempt to change individual and group behavior have 

waned in popularity because it’s difficult to evaluate them 

through rigorous evaluative research designs. 82   

    Research reviews of  the record-of-change efforts con-

clude that multimethod approaches have better success than 

single-method ones. Nicholas, for example, compared effects 

of  sensitivity training, team building, job enrichment, and 

job redesign and concluded that no one method is successful 

in all instances (an expected conclusion). 83  But he also found 

that significant changes occur when several methods com-

bine. One such combination includes three discrete steps in-

volving all levels of  the organization. The three steps are 

(1) all employees participate in goal setting, decision making, 

and job redesign, (2) employee collaboration is developed 

through team building, and (3) the organizational structure 

is reorganized to accommodate the new levels of  participa-

tion and collaboration. Application of these three steps can 

go a long way toward meeting some arguments against spe-

cific methods. The overriding managerial concern is transfer 

of learning to the work environment. 84  Only under these cir-

cumstances can methods be considered effective.    

STEPS TO TAKE WHEN MANAGING CHANGE

A manager confronted with the need to plan and 

implement change would be well advised to con-

sider the following points:

1. Management and all those involved must have 

high and visible commitment to the effort.

2. People who are involved need to have 

advance information that enables them to 

know what is to happen and why they are to 

do what they are to do.

3. The effort (especially the evaluation and 

reward systems) must be connected to 

other parts of the organization.

4. The effort needs to be directed by line 

managers and assisted by a change agent if 

necessary.

5. The effort must be based on good diagnosis 

and must be consistent with the conditions 

in the organization.

6. Management must remain committed to the 

effort throughout all its steps, from diagnosis 

through implementation and evaluation.

7. Evaluation is essential and must consist of 

more than asking people how they felt about 

the effort.

8. People must see clearly the relationship 

between the effort and the organization’s 

mission and goals.

9. The change agent, if used, must be clearly 

competent.

Management Pointer
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 Guidelines for Managing Change  

 What then can managers do when they recognize the need to change their organiza-

tion? Although no absolute guarantees can ensure success in every case, the accumu-

lated experience of people involved with organizational change offers some guidelines. 

The Management Pointer, “Steps to Take When Managing Change,” identifies the 

important points a manager should consider when contemplating a major organiza-

tional change. 

   Organizational change is a significant undertaking that managers should go about 

in a systematic way. The model for managing change offers a systematic process for 

bringing about organizational effectiveness.      

  •   The need to consider organizational change arises from changes in the internal and 

external environment. Changes in input, output, technological, and scientific suben-

vironments may indicate the need to consider the feasibility of a long-term, system-

atically managed program for changing the structure, process, and behavior of the 

organization. Even in the absence of environmental changes, organizational processes 

and behavior may become dysfunctional for achieving organizational effectiveness.  

  •   The diagnosis of present and potential problems involves the collection of informa-

tion that reflects the level of  organizational effectiveness. Data that measure the 

current state of  production, efficiency, satisfaction, adaptiveness, and flexibility 

must be gathered and analyzed. The purpose of diagnosis is to trace the causes of 

the problem. In addition to serving as the base for problem identification, the diag-

nostic data also establish the basis for subsequent evaluation.  

  •   To diagnose the problem, managers can consider these analytical questions:  

   1.   What is the problem as distinct from its symptoms?  

   2.   What must be changed to resolve the problem?  

   3.   What outcomes are expected, and how will these outcomes be measured? 

    The managerial response to these questions should be stated in terms of criteria that 

reflect organizational effectiveness. Measurable outcomes such as production, efficiency, 

satisfaction, adaptiveness, and flexibility must be linked to skill, structural, task and 

technological, and human resource changes necessitated by problem identification.    

  •   Through diagnosis, management associates the problem with structural, task and 

technological, and human asset causes and selects the appropriate intervention. If  

employee participation is inappropriate because the necessary preconditions don’t 

exist, management must unilaterally define the problem and select the appropriate 

method. Whatever the sources of the problem, the intervention must include provi-

sion for learning principles.  

  •   The last step of the process is the evaluation procedure. The ideal situation would 

be to structure the procedure in the manner of an experimental design. That is, the 

end results should be operationally defined, and measurements should be taken, 

before and after, both in the organization undergoing change and in a second orga-

nization (the control group). If  the scope of the program is limited to a subunit, a 

second subunit could serve as a control group. An evaluation not only enables man-

agement to account for its use of  resources but also provides feedback. Based on 

this feedback, corrections can be made in the implementation phase.     

 Summary of 
Key Points  
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RESISTANCE TO CHANGE?

Should you immediately call Jason in to determine what is 

going on? No, a better approach is to check with others in the 

unit to determine if Hannah is accurate in her analysis, while 

also listening to determine the opinions about the reward and 

evaluation system changes. By immediately stepping in and 

facing Jason with accusations made by his colleague, you’re 

moving too quickly.

The problem between Jason and Hannah may have nothing 

to do with the accusations being made. Is this typical behavior 

for Jason? Is Hannah a meddler or a gossip? Is Hannah looking 

out for the best interest of the company? What do other team 

members say or indicate about the change? Your first steps 

should be diagnostic before deciding how to proceed next. Diag-

nose, listen, and then respond if it is necessary to take action.

Y O U  B E  T H E  J U D G E  C O M M E N T

   1.   Discuss the 4-D framework used in conducting appreciative inquiry. How is it dif-

ferent from a traditional diagnosis approach used in organizational change?  

   2.   Newly formed organizational units, project teams, or task forces often have prob-

lems or characteristics that must be overcome if  the groups are to perform effec-

tively. What are they?  

   3.   Why is diagnosing a situation sometimes bypassed or avoided by managers?  

   4.   Explain why programs to bring about significant change often must use more 

than one form of intervention.  

   5.   As a manager, what ethical dilemmas might you face when instructed to downsize 

your department by one-third in order to increase the organization’s long-run 

chance of survival?  

   6.   Describe the relationship among the steps of  the change model depicted in this 

chapter and the process of unfreezing–movement–refreezing. Which steps of the 

model are related to which elements of the relearning process?  

   7.   How would you go about designing a training program that would cause manag-

ers in a small firm to recognize the need to change the way they manage if  their 

industry has become more competitive in recent years?  

   8.   How do employees resist change and what can managers do about overt and co-

vert resistance?  

   9.   When was the last time you changed a specific behavior (e.g., began to exercise, 

went on a diet, studied a new subject)? How successful were you in achieving and 

sustaining the change? Why?  

   10.   Explain why organizational and individual change programs should be evaluated 

and why such an evaluation is so difficult to do.     

   Review and 

Discussion 

Questions  
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Reality Check

Now how much do you know about organizational change and innovation?

 6. Managerial actions that attempt to improve effectiveness by introducing change through formal 

policies and procedures are referred to as  approaches to change.

a. structural

b. policy

c. people

d. formal

 7. Reengineering as a change strategy consists of streamlining, integrating, and .

a. finalizing

b. evaluating

c. transforming

d. producing

 8. The concept of intervention in a change program refers to entering an  organization unit, or  project, 

for the purpose of helping to improve its .

a. management

b. leadership

c. philosophy

d. effectiveness

 9. The concept of unfreezing old learning, instilling new learning, and refreezing the new learning 

was introduced by .

a. Maslow

b. Herzberg

c. Fiedler

d. Lewin

10. Peter Drucker introduced a concept that focuses on proactive management that is called 

.

a. statistical process control

b. management by objectives

c. engineering reversal

d. PERT

REALITY CHECK ANSWERS

   Before     After     

   1. c  2. d  3. b  4. b  5. b     6. a  7. c  8. d  9. d  10. b   

   Number Correct     Number Correct   

       _________       _________       

 Objective  

 To experience an OD technique—in this case the use 

of  survey feedback—to diagnose strengths and 

weaknesses and develop an action plan.    

 Starting the Exercise  

 Set up four to eight members for the one-hour ex-

ercise. The groups should be separated from each 

other and asked to converse only with members 

     Exercise 

 Exercise 17.1:  Organization Development at J. P. Hunt   
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of  their own group. Each person should read the 

following: 

   J. P. Hunt department stores is a large retail mer-

chandising outlet located in Boston. The company 

sells an entire range of retail goods (e.g., appliances, 

fashions, furniture, and so on) and has a large down-

town store plus six branch stores in various subur-

ban areas. 

   Similar to most retail stores in the area, employee 

turnover is high (i.e., 40 to 45 percent annually). In 

the credit and accounts receivable department, lo-

cated in the downtown store, turnover is particularly 

high at both the supervisor and subordinate levels, 

approaching 75 percent annually. The department 

employs approximately 150 people, 70 percent of 

whom are female. 

   Due to rising hiring and training costs brought 

on by the high turnover, top department management 

began a turnover analysis and reduction program. 

As a first step, a local management consulting firm 

was contracted to conduct a survey of  department 

employees. Using primarily questionnaires, the con-

sulting firm collected survey data from over 95 per-

cent of  the department’s employees. The results are 

shown in  Exhibit 17.5 , by organizational level, along 

with industry norms developed by the consulting 

firm in comparative retail organizations.    

 The Procedure   

  1.   Individually, each group member should analyze 

the data in the exhibit and attempt to identify 

and diagnose department strengths and problem 

areas.  

  2.   As a group, the members should repeat step 1 

above. In addition, suggestions for resolving the 

problems and an action plan for feedback to the 

department should be developed.   

EXHIBIT 17.5 Survey Results for J. P. Hunt Department Store: Credit and Accounts Receivable Department

 Survey Results* Industry Norms*

Variable Managers Supervisors Nonsupervisors Managers Supervisors Nonsupervisors

Satisfaction and rewards

 Pay 3.30 1.73 2.48 3.31 2.97 2.89

 Supervision 3.70 2.42 3.05 3.64 3.58 3.21

 Promotion 3.40 2.28 2.76 3.38 3.25 3.23

 Co-workers 3.92 3.90 3.72 3.95 3.76 3.43

 Work 3.98 2.81 3.15 3.93 3.68 3.52

 Performance–to–intrinsic rewards 4.07 3.15 3.20 4.15 3.85 3.81

 Performance–to–extrinsic rewards 3.67 2.71 2.70 3.87 3.81 3.76

Supervisory behavior

 Initiating structure 3.42 3.97 3.90 3.40 3.51 3.48

 Consideration 3.63 3.09 3.18 3.77 3.72 3.68

 Positive rewards 3.99 2.93 3.02 4.24 3.95 3.91

 Punitive rewards 3.01 3.61 3.50 2.81 2.91 3.08

Job characteristics

 Autonomy 4.13 4.22 3.80 4.20 4.00 3.87

 Feedback 3.88 3.81 3.68 3.87 3.70 3.70

 Variety 3.67 3.35 3.22 3.62 3.21 2.62

 Challenge 4.13 4.03 3.03 4.10 3.64 3.58

Organizational practices

 Role ambiguity 2.70 2.91 3.34 2.60 2.40 2.20

 Role conflict 2.87 3.69 2.94 2.83 3.12 3.02

 Job pressure 3.14 4.04 3.23 2.66 2.68 2.72

 Performance evaluation process 3.77 3.35 3.19 3.92 3.70 3.62

 Worker cooperation 3.67 3.94 3.87 3.65 3.62 3.35

 Work flow planning 3.88 2.62 2.95 4.20 3.80 3.76

*The values are scored from 1, very low, to 5, very high.
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 It was about 2 p.m. when three Nucor Corp. electri-

cians got the call from their colleagues at the Hickman, 

Arkansas, plant. It was bad news: Hickman’s electri-

cal grid had failed. For a minimill steelmaker like 

Nucor, which melts scrap steel from autos, dish-

washers, mobile homes, and the like in an electric 

arc furnace to make new steel, there’s little that 

could be worse. The trio immediately dropped what 

they were doing and headed to the plant. Malcolm 

McDonald, an electrician from the Decatur, Alabama, 

mill, was in Indiana visiting another facility. He 

drove down, arriving at 9 o’clock that night. Les 

Hart and Bryson Trumble, from Nucor’s facility in 

Hertford County, North Carolina, boarded a plane 

that landed in Memphis at 11 p.m. Then they drove 

two hours to the troubled plant. 

   No supervisor had asked them to make the trip, 

and no one had to. They went on their own. Camping 

out in the electrical substation with the Hickman 

staff, the team worked 20-hour shifts to get the plant 

up and running again in three days instead of the an-

ticipated full week. There wasn’t any direct financial 

incentive for them to blow their weekends, no extra 

money in their next paycheck, but for the company 

their contribution was huge. Hickman went on to 

post a first-quarter record for tons of steel shipped. 

   What’s most amazing about this story is that at 

Nucor it’s not considered particularly remarkable. “It 

could have easily been a Hickman operator going to 

help the Crawfordsville [Ind.] mill,” says Executive 

Vice President John J. Ferriola, who oversees the 

Hickman plant and seven others. “It happens daily.” 

   In an industry as Rust Belt as they come, Nucor 

has nurtured one of the most dynamic and engaged 

workforces around. The 21,700 nonunion employees 

at the company, based in Charlotte, North Carolina, 

don’t see themselves as worker bees waiting for 

 instructions from above. Nucor’s flattened hierarchy 

and emphasis on pushing power to the front line 

lead its employees to adopt the mindset of  owner-

operators. It’s a profitable formula: Nucor’s 387 per-

cent return to shareholders over five years handily 

beat almost all other companies in the Standard & 

Poor’s 500 stock index, including new economy 

icons Amazon.com, Starbucks, and eBay. And the 

company has become more profitable as it has 

grown: Margins, which were 7 percent in 2000, 

reached 17 percent in 2008. 

   Nucor gained renown in the late 1980s for its radi-

cal pay practices, which base the vast majority of 

most workers’ income on their performance. This was 

a major, dramatic change in pay systems at the time. 

An upstart nipping at the heels of the integrated steel 

giants, Nucor had a close-knit culture that was the 

natural outgrowth of its underdog identity. Legendary 

leader F. Kenneth Iverson’s radical insight was: 

 Employees, even hourly clock-punchers, will make an 

extraordinary effort if  you reward them richly, treat 

them with respect, and give them real power. 

   Nucor is an upstart no more, and the untold story 

of how it has clung to that core philosophy even as 

it has grown into the largest steel company in the 

United States is in many ways as compelling as the 

celebrated tale of its brash youth. Iverson retired in 

1999. Under CEO Daniel R. DiMicco, a 23-year 

veteran, Nucor has expanded to 22 plants while 

managing to instill its unique culture in all of  the 

facilities it has bought, an achievement that makes 

him a more than worthy successor to Iverson. 

   Nucor’s performance, even in a depressed econ-

omy, has been nothing less than sensational. It has 

grown into a company with 2008 sales of  $23.6 bil-

lion, up from $4.6 billion when DiMicco took over 

in 2000. In 2008 net income was $1.8 billion, up 

from $311 million in 2000. “In terms of  a business 

model,” says Louis L. Schorsch, president and CEO 

of Nucor rival Mittal Steel USA, “They’ve won in 

this part of the world.” 

   At Nucor, managing and leading is about an un-

blinking focus on the people on the front line of the 

business. It’s about talking to them, listening to 

them, taking a risk on their ideas, and accepting the 

occasional failure. It’s a culture built in part with 

symbolic gestures. Every year, for example, every 

employee’s name goes on the cover of the annual re-

port. And, like Iverson before him, DiMicco flies 

commercial, manages without an executive parking 

space, and really does make the coffee in the office 

when he takes the last cup. Although he has an Ivy 

League pedigree, including degrees from Brown 

  case 

  Case 17.1:   Nucor Corporation: Innovation, Change, and Motivation  
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University and the University of  Pennsylvania, 

DiMicco retains the plain-talking style of  a guy 

raised in a middle-class family in Mt. Kisco, New 

York. Only 65 people—yes, 65—work alongside him 

at headquarters. 

   At times, workers and managers exhibit a level of 

passion for the company that can border on the bi-

zarre. Executive Vice President Joseph A. Rutkowski, 

an engineer who came up through the mills, speaks 

of  Nucor as a “magic” place, representing the best 

of American rebelliousness. He says, “We epitomize 

how people should think, should be.” 

   Compared with other U.S. companies, pay dis-

parities are modest at Nucor. Today, the typical 

CEO makes more than 400 times what a factory 

worker takes home. Last year, Nucor’s chief  execu-

tive collected a salary and bonus close to one quar-

ter of  that average. DiMicco did well by any 

reasonable standard, with a total 2008 compensa-

tion of  $5.24 million, but that’s because Nucor is 

doing well. Company returns are 13 percent higher 

than the industry average. When things are bad, 

DiMicco suffers, too. In 2003, as the company was 

dealing with an industry downturn and barely 

squeaked out a profit, DiMicco made $1.4 million. 

He gets few stock options, and most of his restricted 

stock and other longer-term bonuses don’t material-

ize if  the company doesn’t beat the competition and 

outpace a sample group of  other high-performing 

companies for good measure. Paul Hodgson, senior 

research associate at the Corporate Library, an 

 organization that researches corporate governance 

issues, and an expert in the field who rarely has 

 anything good to say about CEO compensation, 

calls Nucor’s system a “best practice.” Adds 

Hodgson: “Not too many companies get my vote of 

 approval.” 

   Executive pay is geared toward team building. 

The bonus of  a plant manager, a department man-

ager’s boss, depends on the entire corporation’s re-

turn on equity. So there’s no glory in winning at your 

own plant if  the others are failing. When Ferriola 

became general manager of  Nucor’s Vulcraft plant 

in Grapeland, Texas, in 1995, he remembers he 

wasn’t in the job two days before he received calls 

from every other general manager in the Vulcraft di-

vision offering to help however they could. (Vulcraft 

manufactures the steel joists and decks that hold up 

the ceilings of shopping centers and other buildings.) 

“It wasn’t idle politeness. I took them up on it,” says 

Ferriola. And they wanted him to, he notes. “My 

performance impacted their paycheck.” 

   This high-stakes teamwork can be the hardest 

thing for a newly acquired plant to get used to.  David 

Hutchins, a frontline supervisor or “lead man” in 

the rolling mill at Nucor’s first big acquisition, its 

Auburn, New York, plant, describes the old way of 

thinking. The job of a rolling mill is to thin out the 

steel made in the hot mill furnace, preparing it to be 

cut into sheets. In the days before the Nucor acquisi-

tion, if  the cutting backed up, Hutchins would just 

take a break. “We’d sit back, have a cup of  coffee, 

and complain: “Those guys stink,” he says. “At 

 Nucor, we’re not ‘you guys’ and ‘us guys.’ It’s all of 

us guys. Wherever the bottleneck is, we go there, and 

everyone works on it.” 

   As Nucor grows, existing facilities making prod-

ucts that overlap with those of acquired plants may 

need to find new businesses to branch into. So  Nucor 

employees have to innovate themselves out of tough 

spots and into more profitable ones. Changes have 

to be made often to adapt to the environment. The 

Crawfordsville plant is among those that have felt 

some squeeze. It’s famous as the place that pioneered 

the commercialization of  the thin-strip casting of 

steel that made it possible for minimills such as 

 Nucor to compete with the industry’s old guard. But 

Crawfordsville is not on a large waterway, a disad-

vantage at a time of  high fuel costs. As Nucor’s 

 oldest sheet mill, it can’t make sheets as wide as 

many of Nucor’s other mills, including a giant plant 

in Decatur acquired in 2002.  

   Questions  

  1.   How would you describe the culture of Nucor?  

  2.   Why is the type of executive pay practice at  Nucor 

not found in many other companies?  

  3.   If  innovative solutions to problems are needed at 

Nucor, how do you think they will emerge? That 

is, will internal or external forces bring about the 

needed innovations? Explain.       

 Sources:  Adapted from Nanette Byrnes and Michael Arndt, “The 

Art of Motivation,”  BusinessWeek,  May 1, 2006, pp. 56–58; “CEO 

Compensation #258 Daniel R DiMicco,”  Forbes.com , April 22, 2009, 

 www.forbes.com/lists/2009/12/best-boss-09_Daniel-R-DiMicco_2NN7.

html;  “Nucor 2008 Annual Report,” February 26, 2009, http://media.

corporate-ir.net/media_files/irol/10/107115/2008AnnualReport.pdf.              
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   A P P E N D I X  A

  Quantitative and 
Qualitative Research 
Techniques for Studying 
Organizational Behavior 
and Management 
Practice 

     Sources of Knowledge about Organizations  

 The vast majority of the research reports and writing on organizations are contained 

in technical papers known as journals. Some of these journals, such as the  Academy of 

Management Review , are devoted to topics of  management and organization, while 

journals such as  Organizational Behavior and Human Decision Processes  focus largely 

on the results of empirical studies about organizational behavior, organizational psy-

chology, and decision making. Such journals as the  Harvard Business Review  are gen-

eral business journals, while the  American Sociological Review  and the  Journal of 

Applied Psychology  are general behavioral science journals. These business and behav-

ioral science journals often contain articles of  interest to students of  management. 

 Exhibit A.1  presents a selective list of journals. 

   The sources in  Exhibit A.1  provide information, data, and discussion about what is 

occurring within and among organizations. This knowledge base provides managers 

with available research information that could prove useful in their own organizations 

or situations.   

  History as a Way of Knowing about Organizations  

 The oldest approach to the study of organizations is through the history of organiza-

tions, societies, and institutions. Throughout human history, people have joined with 

others to accomplish their goals, first in families, later in tribes and other more sophis-

ticated political units. Ancient peoples constructed pyramids, temples, and ships; they 
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created systems of government, farming, commerce, and warfare. For example, Greek 

historians tell us that it took 100,000 men and more than 20 years to build the Pyra-

mid of Khufu in Egypt. It was almost as high as the Washington Monument and had 

a base that would cover eight football fields. Remember, these people had no construc-

tion equipment or computers. One thing they did have, though, was organization. 

While these “joint efforts” did not have formal names such as “XYZ Corporation,” 

the idea of getting organized was quite widespread throughout early civilizations. The 

literature of the times refers to such managerial concepts as planning, staff  assistance, 

division of labor, control, and leadership. 1  

   The administration of the vast Roman Empire required the application of organi-

zation and management concepts. In fact, it has been said, “the real secret of  the 

greatness of  the Romans was their genius for organization.” 2  The Romans used cer-

tain principles of organization to coordinate the diverse activities of the empire. 

   If  judged by age alone, the Roman Catholic Church would have to be considered 

the most effective organization of all time. While its success is the result of many fac-

tors, one of these factors is certainly the effectiveness of its organization and manage-

ment. For example, a hierarchy of authority, a territorial organization, specialization 

of  activities by function, and use of  the staff  principle were integral parts of  early 

church organization. 

   Finally, it is not surprising that some important concepts and practices in modern 

organizations can be traced to military organizations. This is because, like the church, 

military organizations were faced with problems of  managing large, geographically 

dispersed groups. As did the church, military organizations adopted early the concept 

of staff  as an advisory function for line personnel. 

   Knowledge of the history of organizations in earlier societies can be useful for the 

future manager. In fact, many of the early concepts and practices are being utilized 

successfully today. However, you may ask whether heavy reliance on the past is a good 

guide to the present and future. We shall see that time and organizational setting have 

much to do with what works in management.   

  1. Academy of Management  14. HR Focus 27. Management International 

  Journal 15. HR Magazine   Review

 2. Academy of Management  16. Human Organization 28. Management Review

  Review 17. Human Resource Management 29. Management Science

 3. Academy of Management  18. Industrial and Labor  30. Online Learning

  Perspectives   Relations Review 31. Organizational Behavior and 

 4. Academy of Management  19. Industrial Engineering   Human Decision Processes

  Learning and Education 20. Industrial Management Review 32. Organizational Dynamics

 5. Administrative Science Quarterly 21. Journal of Applied  33. Organizational Research 

 6. Advanced Management Journal   Behavioral Science   Methods

 7. American Sociological Review 22. Journal of Applied  34. Personnel Psychology

 8. Business Horizons   Psychology 35. Public Administration 

 9. Business Management 23. Journal of Business   Review

10. California Management Review 24. Journal of International  36. Sloan Management Review

11. Decision Sciences   Business Studies 37. Strategic Management Journal

12. Fortune 25. Journal of Management 38. Training

13. Hospital and Health 26. Journal of Management  39. Training and Development 

  Services Administration   Studies

EXHIBIT A.1 Selected Sources of Writing and Research on Organization
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  Experience as a Way of Knowing about Organizations  

 Some of  the earliest books on management and organizations were written by suc-

cessful practitioners. Most of  these individuals were business executives, and their 

writings focused on how it was for them during their time with one or more compa-

nies. They usually put forward certain general principles or practices that had 

worked well for them. Although using the writings and experiences of  practitioners 

sounds practical, it has its drawbacks. Successful managers are susceptible to the 

same perceptual phenomena as each of  us. Their accounts, therefore, are based on 

their own preconceptions and biases. No matter how objective their approaches, the 

accounts may not be entirely complete or accurate. In addition, the accounts also 

may be superficial since they often are after-the-fact reflections of  situations in 

which, when the situations were occurring, the managers had little time to think 

about how or why they were doing something. As a result, the suggestions in such 

accounts often are oversimplified. Finally, as with history, what worked yesterday 

may not work today or tomorrow. 3    

  Science as a Way of Knowing about Organizations  

 We have noted that a major interest in this book is the behavioral sciences, which have 

produced theory, research, and generalizations concerning the behavior and manage-

ment of organizations. The interest of behavioral scientists in the problems of organi-

zations is relatively new, becoming popular in the early 1950s, when an organization 

known as the Foundation for Research on Human Behavior was established. The ob-

jectives of this organization were to promote and support behavioral science research 

in business, government, and other types of organizations. 

   Many advocates of  the scientific approach believe that practicing managers and 

teachers have accepted prevalent practices and principles without the benefit of scien-

tific validation. They believe that scientific procedures should be used whenever pos-

sible to validate practice. Because of  their work, many of  the earlier practices and 

principles have been discounted or modified, and others have been validated.  

 Research in the Behavioral Sciences 

 Present research in the behavioral sciences is extremely varied with respect to the scope 

and methods used. One common thread among the various disciplines is the study of 

human behavior through the use of  scientific procedures. Thus, it is necessary to ex-

amine the nature of  science as it is applied to human behavior. Some critics believe 

that a science of  human behavior is unattainable and that the scientific procedures 

used to gain knowledge in the physical sciences cannot be adapted to the study of 

humans, especially humans in organizations. 

   The authors do not intend to become involved in these arguments. However, we 

believe that the scientific approach is applicable to management and organiza-

tional studies. 4  Furthermore, as we have already pointed out, means other than 

scientific procedures have provided important knowledge concerning people in 

 organizations. 

   The manager of the future will draw from the behavioral sciences just as the physi-

cian draws from the biological sciences. The manager must know what to expect from 

the behavioral sciences, their strengths and weaknesses, just as the physician must 

know what to expect from bacteriology and how it can serve as a diagnostic tool. 
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However, the manager, like the physician, is a practitioner. He or she must make 

decisions in the present, whether or not science has all the answers, and certainly can-

not wait until it finds them before acting. 

   The Scientific Approach 

 Most current philosophers of  science define  science  in terms of  what they consider 

to be its one universal and unique feature:  method . The greatest advantage of  the 

scientific approach is that it has one characteristic not found in any other method 

of  attaining knowledge:  self-correction . 5  The scientific approach is an objective, 

systematic, and controlled process with built-in checks all along the way to knowl-

edge. These checks control and verify the scientist’s activities and conclusions to 

enable the attainment of  knowledge independent of  the scientist’s own biases and 

preconceptions. 

   Most scientists agree that there is no single scientific method. Instead, scientists can 

and do use several methods. Thus, it probably makes more sense to say that there is a 

scientific approach.  Exhibit A.2  summarizes the major characteristics of  this ap-

proach. While only an “ideal” science would exhibit all of them, they are nevertheless 

the hallmarks of  the scientific approach. They exhibit the basic nature—objective, 

systematic, controlled—of the scientific approach, which enables others to have confi-

dence in research results. What is important is the overall fundamental idea that the 

scientific approach is a controlled rational process.   

 Methods of Inquiry Used by Behavioral Scientists 

 How do behavioral scientists gain knowledge about the functioning of organizations? 6  

Just as physical scientists have certain tools and methods for obtaining information, so 

do behavioral scientists. These usually are referred to as research designs. In broad 

terms, three basic designs are used by behavioral scientists: the case study, the field 

study, and the experiment.  

 1.  The procedures are public. A scientific report contains a complete description of what was done to enable other 

researchers in the field to follow each step of the investigation as if they were actually present.

 2.  The definitions are precise. The procedures used, the variables measured, and how they were measured must be 

clearly stated. For example, if examining motivation among employees in a given plant, it would be necessary to define 

what is meant by motivation and how it was measured (for example, number of units produced, number of absences).

 3.  The data collection is objective. Objectivity is a key feature of the scientific approach. Bias in collecting and interpreting 

data has no place in science.

 4.  The finding must be replicable. This enables another interested researcher to test the results of a study by attempting to 

reproduce them.

 5.  The approach is systematic and cumulative. This relates to one of the underlying purposes of science, to develop a 

unified body of knowledge.

 6.  The purposes are explanation, understanding, and prediction. All scientists want to know “why” and “how.” If they 

determine “why” and “how” and are able to provide proof, they can then predict the particular conditions under which 

specific events (human behavior in the case of behavioral sciences) will occur. Prediction is the ultimate objective of 

behavioral science as it is of all science.

EXHIBIT A.2 Characteristics of the Scientific Approach
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 Case Study 

 A case study attempts to examine numerous characteristics of  one or more people, 

usually over an extended time period. For years, anthropologists have studied the cus-

toms and behavior of various groups by actually living among them. Some organiza-

tional researchers have done the same thing. They have worked and socialized with the 

groups of employees they were studying. 7  The reports on such investigations usually 

are in the form of a case study. For example, a sociologist might report the key factors 

and incidents that led to a strike by a group of blue-collar workers. 

   The chief  limitations of the case-study approach for gaining knowledge about the 

functioning of organizations are:

   1.   Rarely can you find two cases that can be meaningfully compared in terms of es-

sential characteristics. In other words, in another firm of  another size, the same 

factors might not have resulted in a strike.  

  2.   Rarely can case studies be repeated or their findings verified.  

  3.   The significance of  the findings is left to the subjective interpretation of  the re-

searcher. Like the practitioner, the researcher attempts to describe reality, but it is 

reality as perceived by one person (or a very small group). The researcher has train-

ing, biases, and preconceptions that inadvertently can distort the report. A psy-

chologist might give an entirely different view of  a group of  blue-collar workers 

than would be given by a sociologist.  

  4.   Since the results of a case study are based on a sample of one, the ability to general-

ize from them may be limited. 8     

   Despite these limitations, the case study is widely used as a method of  studying 

organizations. It is extremely valuable in answering exploratory questions.   

 Field Study 

 In an attempt to add more reality and rigor to the study of  organizations, behavioral 

scientists have developed several systematic field research techniques such as per-

sonal interviews, observation, archival data, and questionnaire surveys. These meth-

ods are used individually or in combination. They are used to investigate current 

practices or events, and with these methods, unlike with some other methods, the 

researcher does not rely entirely on what the subjects say. The researcher may per-

sonally interview other people in the organization—fellow workers, subordinates, 

and superiors—to gain a more balanced view before drawing conclusions. 9  In addi-

tion, archival data, records, charts, and statistics on file may be used to analyze a 

problem or hypothesis. 

   A very popular field study technique involves the use of  expertly prepared ques-

tionnaires. Not only are such questionnaires less subject to unintentional distortion 

than personal interviews, but they also enable the researchers to greatly increase the 

number of  individuals who participate. The questionnaire enables the collection of 

data on particular characteristics that are of interest to the researchers (for example, 

creativity, organizational justice, and role conflict). 

   In most cases, surveys are limited to a description of  the current state of  the 

situation. However, if  researchers are aware of  factors that may account for survey 

findings, they can make conjectural statements (known as hypotheses) about the 

relationship between two or more factors and relate the survey data to those fac-

tors. Thus, instead of  just describing perceptions of  performance evaluation, the 

researchers could make finer distinctions (for example, distinctions regarding job 
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tenure, salary level, or education) among groups of  ratees. Comparisons and statis-

tical tests could then be applied to determine differences, similarities, or relation-

ships. Finally, longitudinal studies involving observations made over time are used 

to describe changes that have taken place. Thus, in the situation described here, we 

can become aware of  changes in overall ratee perceptions of  appraisal interviews 

over time, as well as ratee perceptions relating to individual managers. 10  

   Despite their advantages over many of  the other methods of  gaining knowledge 

about organizations, field studies are not without problems. Here again, researchers 

have training, interests, and expectations that they bring with them. 11  Thus, a re-

searcher inadvertently may ignore a vital technological factor when conducting a 

study of  employee morale while concentrating only on behavioral factors. Also, the 

fact that a researcher is present may influence how the individual responds. This weak-

ness of field studies has long been recognized and is noted in some of the earliest field 

research in organizations.   

 Experiment 

 The experiment is potentially the most rigorous of scientific techniques. For an inves-

tigation to be considered an experiment, it must contain two elements—manipulation 

of some independent variable and observation or measurement of the results (depen-

dent variable) while maintaining all other factors unchanged. Thus, in an organiza-

tion, a behavioral scientist could change one organizational factor and observe the 

results while attempting to keep everything else unchanged. 12  There are two general 

types of experiments. 

   In a  laboratory experiment,  the environment is created by the researcher. For ex-

ample, a management researcher may work with a small, voluntary group in a class-

room. The group may be students or managers. They may be asked to communicate, 

perform tasks, or make decisions under different sets of conditions designated by the 

researcher. The laboratory setting permits the researcher to control closely the condi-

tions under which observations are made. The intention is to isolate the relevant 

variables and to measure the response of  dependent variables when the independent 

variable is manipulated. Laboratory experiments are useful when the conditions re-

quired to test a hypothesis are not practically or readily obtainable in natural situa-

tions and when the situation to be studied can be replicated under laboratory 

conditions. For such situations, many schools of business have behavioral science lab-

oratories where such experimentation is done. 

       In a  field experiment,  the investigator attempts to manipulate and control variables 

in the natural setting rather than in a laboratory. Early experiments in organizations 

included manipulating physical working conditions such as rest periods, refreshments, 

and lighting. Today, behavioral scientists attempt to manipulate a host of  additional 

factors. 13  For example, a training program might be introduced for one group of man-

agers but not for another. Comparisons of performance, attitudes, and so on could be 

obtained later at one point or at several different points (a longitudinal study) to de-

termine what effect, if  any, the training program had on the managers’ performances 

and attitudes. 

   The experiment is especially appealing to many researchers because it is the pro-

totype of  the scientific approach. It is the ideal toward which every science strives. 

However, while its potential is still great, the experiment has not produced a great 

breadth of  knowledge about the functioning of  organizations. Laboratory experi-

ments suffer the risk of  artificiality. The results of  such experiments often do not 

extend to real organizations. Teams of  business administration or psychology 

laboratory experiment
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students working on decision problems may provide a great deal of  information for 

researchers. Unfortunately, it is questionable whether this knowledge can be 

 extended to a group of  managers or nonmanagers making decisions under severe 

time constraints. 14  

   Field experiments also have drawbacks. First, researchers cannot control every pos-

sible influencing factor (even if  they knew them all) as they can in a laboratory. Here 

again, the fact that a researcher is present may make people behave differently, espe-

cially if  they are aware that they are participating in an experiment. Experimentation 

in the behavioral sciences and, more specifically, experimentation in organizations are 

complex matters. 

   In a  true experiment,  the researcher has complete control over the experiment: the 

who, what, when, where, and how. A  quasi-experiment , on the other hand, is an ex-

periment in which the researcher lacks the degree of  control over conditions that is 

possible in a true experiment. In the vast majority of organizational studies, it is im-

possible to completely control everything. Thus, quasi-experiments typically are the 

rule when organizational behavior is studied via an experiment. 

   Finally, with each of the methods of inquiry utilized by behavioral scientists, some 

type of  measurement usually is necessary. For knowledge to be meaningful, it often 

must be compared with or related to something else. As a result, research questions 

(hypotheses) usually are stated in terms of how differences in the magnitude of some 

variable are related to differences in the magnitude of some other variable. 

   The variables studied are measured by research instruments. Those instruments may 

be psychological tests, such as personality or intelligence tests; questionnaires designed 

to obtain attitudes or other information; or in some cases, electronic devices to measure 

eye movement or blood pressure. 

   It is very important that a research instrument be both reliable and valid. Reliabil-

ity is the consistency of the measure. In other words, repeated measures with the same 

instrument should produce the same results or scores. Validity is concerned with 

whether the research instrument actually measures what it is supposed to be measur-

ing. Thus, it is possible for a research instrument to be reliable but not valid. For ex-

ample, a test designed to measure intelligence could yield consistent scores over a large 

number of people but not be measuring intelligence.    

 Meta-Analysis 

 A method of statistical analysis called meta-analysis that summarizes findings across 

independent studies is being used with some frequency. 15  The logic of meta-analysis is 

that researchers can arrive at a clearer, more accurate conclusion regarding a research 

area such as selection screening, team-building effectiveness, or conflict resolution 

methods by combining or aggregating the results of many studies of the area. It is as-

sumed that aggregation of  results presents a “truer or more accurate picture than 

would be found in any single study.” A typical meta-analysis might combine 30 or 

40 individual empirical studies. For example, Ones, Viswesvaran, and Schmidt studied 

the relationship between scores on a type of employment screening test called an  in-

tegrity (honesty) test  and certain aspects of behavior. 16  By using meta-analysis, Ones 

and her co-researchers combined the results of many different studies statistically and 

they estimated the correlation coefficient (.41) between the test score and supervising 

ratings of job performance. 

   There are some potential issues to be concerned about in using meta-analysis. What 

studies should be included in the aggregate pool? What level of research design rigor 

should be used to include studies in the pool? There is also the issue of including only 
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published studies. How about studies with nonsupportive results that are generally not 

published? These are issues that need to be considered so that the “truest” picture can 

be provided. 17     

  Qualitative Research  

 Instead of using experimental designs and concentrating on measurement issues, some 

researchers use qualitative research procedures. The notion of  applying qualitative 

research methods to studying behavior within organizations recently has been ad-

dressed in leading research outlets. 18  The term  qualitative methods  is used to describe 

an array of interpretative techniques that attempt to describe and clarify the meaning 

of naturally occurring phenomena. It is by design rather open-ended and interpreta-

tive. The researcher’s interpretation and description are the significant data collection 

acts in a qualitative study. In essence, qualitative data are defined as those (1) whose 

meanings are subjective, (2) that are rarely quantifiable, and (3) that are difficult to use 

in making quantitative comparisons. 

   Using both quantitative and qualitative methods in the same study can, in some 

cases, achieve a comprehensiveness that neither approach, if  used alone, could 

achieve. 19  Another possible advantage of  the combined use of  the quantitative and 

qualitative methods is that the use of multiple methods could help check for congru-

ence in findings. This is extremely important, especially when prescribing management 

interventions on the basis of research. 20  

   The quantitative approach to organizational behavior research is exemplified by 

precise definitions, control groups, objective data collection, use of  the scientific 

method, and replicable findings. The importance of reliability, validity, and accurate 

measurement is always stressed. On the other hand, qualitative research is more con-

cerned with the meaning of what is observed. Since organizations are so complex, a 

range of  quantitative and qualitative techniques can be used side by side to learn 

about individual, group, and organizational behavior. 21  

   Qualitative methodology uses the experience and intuition of the researcher to de-

scribe the organizational processes and structures being studied. The data collected by 

a qualitative researcher requires him or her to become very close to the situation or 

problem being studied. For example, one qualitative method used is called the  ethno-

graphic method  by anthropologists. 22  Here the researcher typically studies a phenom-

enon for long periods of time as a participant-observer. The researcher becomes part 

of the situation being studied to feel what it is like for the people in that situation. The 

researcher becomes immersed in other people’s realities. 

   Participant observation usually is supplemented by a variety of  quantitative data 

collection tools such as structured interviews and self-report questionnaires. A variety 

of  techniques are used so that the researcher can check the results obtained from 

 observation and recorded in field notes. 

   In training researchers in the ethnographic method, it is common to place them in 

unfamiliar settings. A researcher may sit with and listen to workers on a production 

line, drive around in a police car to observe police officers, or do cleanup work in a 

surgical operating room. The training is designed to improve the researcher’s ability to 

record, categorize, and code what is being observed. 

   An example of  qualitative research involvement is present in Van Maanen’s 

participant-observer study of  a big-city police department. He went through police 

academy training and then accompanied police officers on their daily rounds. He 



APPENDIX A Quantitative and Qualitative Research Techniques for Studying Organizational Behavior and Management Practice 557

functioned with police officers in daily encounters. Thus, he was able to provide 

vivid descriptions of  what police work was like. 23  

   Other qualitative techniques include content analysis (e.g., the researcher’s inter-

pretation of  field notes), informal interviewing, archival data surveys and historical 

analysis, and the use of unobtrusive measures (e.g., data whose collection is not influ-

enced by a researcher’s presence). An example of the last would be the wear and tear 

on a couch in a cardiologist’s office. As reported in the discussion of Type A behavior 

pattern in Chapter 9, the wear and tear was on the edges of  the couch, which sug-

gested anxiety and hyperactive behavior. Qualitative research appears to rely more on 

multiple sources of data than on any one source. The available research literature sug-

gests a number of characteristics associated with qualitative research. 24   

  1.    Analytical induction . Qualitative research begins with the up-close, firsthand in-

spection of organizational life.  

  2.    Proximity . Researchers’ desire to witness firsthand what is being studied. If  the 

application of rewards is what is being studied, the researcher would want to ob-

serve episodes of reward distribution.  

  3.    Ordinary behavior . The topics of research interest should be ordinary, normal, rou-

tine behaviors.  

  4.    Descriptive emphasis . Qualitative research seeks descriptions for what is occurring 

in any given place and time. The aim is to disclose and reveal, not merely to order 

data and to predict.  

  5.    Shrinking variance . Qualitative research is geared toward the explanation of simi-

larity and coherence. Greater emphasis is placed on commonality and on things 

shared in organizational settings than on things not shared.  

  6.    Enlightening the consumer . The consumer of qualitative research could be a man-

ager. A major objective is to enlighten without confusing him or her. This is accom-

plished by providing commentary that is coherent and logically persuasive.   

   Researchers and managers do not have to choose either quantitative or qualitative 

research data and interpretation. There are convincing and relevant arguments that 

more than one method of research should be used when studying organizational be-

havior. Quantitative and qualitative research methods and procedures have much to 

offer practicing managers. Blending and integrating quantitative and qualitative 

research are what researchers and managers must do in the years ahead to better 

 understand, cope with, and modify organizational behavior.      
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   A 

   ability      A person’s talent to perform a mental or physical 

task.  

   adaptiveness      A criterion of  effectiveness that refers to 

the ability of  the organization to respond to change 

that is induced by either internal or external stimuli. 

An equivalent term is  flexibility,  although adaptiveness 

connotes an intermediate time frame, whereas flexibil-

ity ordinarily is used in a short-run sense.  

   affect      The emotional component of  an attitude; 

 often learned from parents, teachers, and peer group 

members.  

   affirmative action      The task of developing and imple-

menting a program and process to achieve equality of 

opportunity in an organization.  

   aggression      In the work setting, this is behavior that 

brings harm to others with whom the aggressor works or 

has worked.  

   agreeableness      One of the Big Five personality dimen-

sions; it is the tendency to be courteous, forgiving, toler-

ant, trusting, and softhearted.  

   alternative dispute resolution      The process of resolving 

conflicts, disputes, and problems through third-party in-

terventions. Usually this process excludes lawyers.  

   appreciative inquiry      A method of  focusing on positive 

or potential opportunities. An approach that asks 

questions and requires answers in an attempt to seize 

and improve upon an organization’s potential.  

   attitudes      Mental states of readiness for need arousal.  

   attraction-selection-attrition (ASA) framework      The con-

cept that attraction to an organization, selection by it, 

and attrition from it result in particular kinds of people 

being in the organization. These people, in turn, determine 

organizational behavior.  

   attribution theory      A process by which individuals at-

tempt to explain the reasons for events.  

   authority      The ability to influence others based on the 

perceived power of  one’s position and role within an 

organization.  

   B 

   banking time off      A reward practice of allowing employ-

ees to build up time-off credits for such things as good 

performance or attendance. The employees then receive 

  G L O S S A R Y 

the time off  in addition to the regular vacation time 

granted by the organization because of seniority.  

   baseline      The period of time before a change is introduced.  

   behavior      Anything a person does, such as talking, walk-

ing, thinking, or daydreaming.  

   behavior modification      An approach to motivation that 

uses the principles of operant conditioning.  

   Big Five personality model      A model of  personality 

that suggests human personality is comprised of  five 

central dimensions: extroversion, emotional stability, 

agreeableness, conscientiousness, and openness to 

 experience.  

   boundaryless organization      A firm in which chains of 

command are eliminated, spans of control are unlimited, 

and rigid departments are replaced with empowered teams.  

   boundary-spanning role      The role of an individual who 

must relate to two different systems, usually an organiza-

tion and some part of its environment.  

   bounded rationality approach      This approach assumes 

that decision making is not a perfectly rational process, 

but rather one that is fraught with constraints and limita-

tions. Though not optimal, decisions are thought to be 

satisfactory and acceptable.  

   brainstorming      The generation of ideas in a group 

through noncritical discussion.  

   broadbanding      A pay system that reduces the actual 

number of pay grades to a relatively few broadly based 

pay grades. Places an emphasis on titles, grades, and job 

descriptions.  

   bullying      Deliberate or unconscious repeated actions 

that are directed at another worker to cause humiliation 

or distress.  

   burnout      A psychological process brought about by 

 unrelieved work stress, resulting in emotional exhaus-

tion, depersonalization, and feelings of  decreased 

 accomplishment.  

   C 

   cafeteria-style benefits plans      Plans that allow employees 

to choose benefits that suit them and to make adjust-

ments to meet their changing needs.  

   case study      A detailed analysis and examination of 

a problem(s) that requires attention and resolution.  

   centralization      A dimension of organizational structure 

that refers to the extent to which authority to make deci-

sions is retained in top management.  

   chameleon effect      The practice of mimicking another per-

son’s mannerisms, facial expressions, and body movements.  
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   change agent      A person who acts as the initiator for 

change activities. Can be internal members of the firm 

or external consultants.  

   charismatic leader      The charismatic leader is one who 

creates an atmosphere of motivation based on an emo-

tional commitment to and identity with his or her vision, 

philosophy, and style on the part of followers.  

   classical design theory      A body of literature that evolved 

from scientific management, classical organization, and 

bureaucratic theory. The theory emphasizes the design of 

a preplanned structure for doing work. It minimizes the 

importance of the social system.  

   classical organization theory      The body of literature that 

developed from the writings of managers who proposed 

principles of organization. These principles were 

 intended to serve as guidelines for other managers.  

   coaching      The everyday interaction of helping, guiding, 

and encouraging another employee to improve his or her 

understanding of the work and improve performance.  

   coercive power      Influence over others based on fear. 

A subordinate perceives that failure to comply with the 

wishes of a superior would lead to punishment or some 

other negative outcome.  

   cognition      This is basically what individuals know about 

themselves and their environment. Cognition implies a 

conscious process of acquiring knowledge.  

   cognitive dissonance      A mental state of anxiety that 

 occurs when there is a conflict among an individual’s 

 various cognitions (for example, attitudes and beliefs) 

 after a decision has been made.  

   cohesiveness      The attractiveness strength existing be-

tween a group or team of individuals.  

   command group      A group of subordinates who report to 

one particular manager. The command group is specified 

by the formal organization chart.  

   commitment      A sense of identification, involvement, and 

loyalty expressed by an employee toward the company.  

   communication      The transmission of information and 

understanding through the use of common symbols.  

   competitive intelligence      A system of gathering, analyz-

ing, and acting on information about another firm.  

   complexity      A dimension of organizational structure 

that refers to the number of different jobs and/or units 

within an organization.  

   compliance      Being in agreement with specific legal, orga-

nizational, or official requirements.  

   compressed workweek      An alternative work arrangement 

in which the standard five-day, 40-hour workweek is 

compressed. The most popular is four 10-hour days.  

   concierge services      An employee benefit that allows 

 employees to pay for a provider to do everyday services 

on their behalf. Helping balance employees’ busy lives, 

concierge services may include any/all of  the following: 

doing personal shopping during the holidays, finding 

 estimates for an automotive repair, and making restau-

rant reservations.  

   conflict      A situation where a person or group believes 

they are losing power, resources, or status because of an-

other person or group.  

   conscientiousness      One of the Big Five personality di-

mensions; it is the tendency to be dependable, organized, 

thorough, and responsible.  

   conscious goals      The main goals a person is striving to-

ward and is aware of when directing behavior.  

   consensus      In attribution theory, the degree to which 

other people are engaging in the same behavior.  

   consideration      Involves behavior indicating friendship, 

mutual trust, respect, warmth, and rapport between the 

leader and the followers.  

   consistency      In attribution theory, the degree to which a 

person engages in the same behaviors at different times.  

   content approaches to motivation      Theories that focus on 

the factors within a person that energize, direct, sustain, 

and stop behavior.  

   contingency approach to management      This approach to 

management is based on the belief  that there is no one 

best way to manage in every situation but that managers 

must find different ways that fit different situations.  

   contingency design theory      An approach to designing 

 organizations where the effective structure depends on 

factors in the situation.  

   continuous reinforcement      A schedule that is designed to 

reinforce behavior every time the behavior exhibited is 

correct.  

   corporate social responsibility      Actions that corporations 

undertake to promote the public good beyond those re-

quired by law or the immediate interest of financial 

stakeholders.  

   creativity      Process by which an individual, group, or 

team produces novel and useful ideas to solve a problem 

or capture an opportunity.  

   cultural diversity      The vast array of differences created by 

cultural phenomena such as history, economic conditions, 

personality characteristics, language norms, and mores.  

   cyberslacking      The use of the Internet during office or 

work hours for personal  reasons.  

   D 

   decentralization      Basically, this entails pushing the 

 decision-making point to the lowest managerial level 

 possible. It involves the delegation of decision-making 

authority.  
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   decision      A means to achieve some result or to solve 

some problem. The outcome of a process that is 

 influenced by many forces.  

   decision acceptance      An important criterion in the 

Vroom-Jago model that refers to the degree of subordi-

nate commitment to the decision.  

   decision quality      An important criterion in the Vroom-

Jago model that refers to the objective aspects of a 

 decision that influence subordinates’ performance aside 

from any direct impact on motivation.  

   decoding      The mental procedure that the receiver of a 

message goes through to decipher the message.  

   delegated strategies      Strategies for introducing 

 organizational change that allow active participation by 

subordinates.  

   delegation of authority      The process by which authority 

is distributed downward in an organization.  

   Delphi technique      A technique used to improve group 

decision making that involves the solicitation and com-

parison of anonymous judgments on the topic of interest 

through a set of sequential questionnaires interspersed 

with summarized information and feedback of opinions 

from earlier responses.

     departmentalization      The manner in which an organiza-

tion is structurally divided. Some of the more publicized 

divisions are by function, territory, product, customer, 

and project.  

   development      A criterion of effectiveness that refers to 

the organization’s ability to increase its responsiveness to 

current and future environmental demands. Equivalent 

or similar terms include  institutionalization, stability,  and 

 integration .  

   devil’s advocacy      A form of programmed conflict in which 

someone or some group is assigned the role of critic whose 

job it is to uncover all possible problems with a particular 

proposal.  

   devil’s advocate      An appointed critic of proposed group 

actions whose intent is to uncover underlying issues with 

the prevailing direction of the group.  

   diagonal communication      Communication that cuts across 

functions and levels in an organization.  

   distinctiveness      In attribution theory, the degree to which 

a person behaves similarly in different situations.  

   distributive justice      The perceived fairness of how 

 resources and rewards are distributed throughout 

an  organization. For example, employees make judg-

ments about the fairness of the amount of their 

pay raises.  

   diversity      Refers to those attributes that make people 

 different from one another. Primary dimensions of 

 diversity include age, ethnicity, gender, physical attributes, 

race, and sexual/affectional orientation.  

   division of labor      The process of dividing work into 

 relatively specialized jobs to achieve advantages of 

 specialization.  

   downward communication      Communication that flows 

from individuals in higher levels of the organization’s 

 hierarchy to those in lower levels.  

   dysfunctional conflict      A confrontation or interaction 

between groups that harms the organization or hinders 

the achievement of organizational goals.  

   E 

   economic forces      Forces in the environment that can influ-

ence what occurs within a firm, such as security markets, 

interest rates, foreign currency fluctuations, and competi-

tors’ pricing strategies.  

   effectiveness      In the context of organizational behavior, 

 effectiveness  refers to the optimal relationship among five 

components: production, efficiency, satisfaction, adap-

tiveness, and development.  

   efficiency      A short-run criterion of effectiveness that 

 refers to the organization’s ability to produce outputs 

with minimum use of inputs. The measures of efficiency 

are always in ratio terms, such as benefit/cost, cost/output, 

and cost/time.  

   emotional intelligence (EI)      The handling of relation-

ships and interactions with others.  

   emotional labor      The effort and work to manage your 

emotions to keep them under control.  

   emotional stability      One of the Big Five personality 

 dimensions; it is the tendency to be calm, serene, relaxed, 

and secure.  

   emotion-focused coping      The actions taken by a person 

to alleviate stressful emotions. The actions center on 

avoidance or escape from a person, problem, or event.  

   emotions      A state of physiological arousal and changes 

in facial expressions, gestures, posture, and subjective 

feelings.  

   employee assistance program      An employee benefit 

program designed to deal with a wide range of  stress-

related problems, including behavioral and emotional 

difficulties, substance abuse, and family and marital 

discord.  

   employee-centered leader      Focuses on having people com-

plete the work and believes in delegating decision making 

and aiding employees in satisfying their needs by creating 

a work supportive environment.  

   employee stock ownership plans (ESOPs)      An employee 

 reward program in which organizations make contribu-

tions of  stock (or cash to purchase stock) to employees. 

Stock  allocation is typically, but not always, based on 

 seniority.  
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   empowerment      Encouraging and/or assisting individuals 

and groups to make decisions that affect their work envi-

ronments.  

   encoding      The conversion of an idea into an understand-

able message by a communicator.  

   environmental forces      Forces for change beyond the 

control of the manager. These forces include marketplace 

actions, technological changes, and social and political 

changes.  

   equity theory      A theory of motivation that examines 

how a person might respond to perceived discrepancies 

between her input/outcome ratio and that of a reference 

person.  

   ERG theory      A need hierarchy theory of motivation 

comprised of three sets of needs: existence (E), related-

ness (R), and growth (G).  

   escalation of commitment      An impediment to effective 

decision making, it refers to an increasing adherence 

to a previous decision when a rational decision maker 

would withdraw. It typically results from a need to 

turn a losing or poor decision into a winning or good 

decision.  

   expectancy      The perceived likelihood that a particular 

act will be followed by a particular outcome.  

   expectancy theory      A theory of  motivation that 

suggests employees are more likely to be motivated 

when they perceive their efforts will result in successful 

performance and, ultimately, desired rewards and 

outcomes.  

   experiment      To be considered an experiment, an investi-

gation must contain two elements—manipulation of 

some variable (independent variable) and observation of 

the results (dependent variable).  

   expert power      Capacity to influence related to some 

 expertise, special skill, or knowledge. Expert power is a 

function of the judgment of the less-powerful person 

that the other person has ability or knowledge that 

 exceeds his own.  

   external change agent      A person from outside an organi-

zation who initiates change.  

   extinction      The decline in the response rate because of 

nonreinforcement.  

   extranet      A private, protected electronic communication 

system that is designed to connect employees with indi-

viduals external to the organization, such as vendors, 

customers, or other strategic partners.  

   extrinsic rewards      Rewards external to the job, such as 

pay, promotion, or fringe benefits.  

   extroversion      One of the Big Five personality dimen-

sions; it is a trait that indicates a person’s outgoing, socia-

ble behavior.  

   F 

   felt conflict      The second stage of conflict that includes 

emotional involvement. It is felt in the form of anxiety, 

tension, and/or hostility. See also  perceived conflict  and 

 manifest conflict .  

   field experiment      Experiment in which the investigator 

attempts to manipulate and control variables in the natu-

ral setting rather than in a laboratory.  

   fixed-interval reinforcement      A situation in which a 

 reinforcer is applied only after a certain period of time 

has elapsed since the last reinforcer was applied.  

   flextime      An arrangement that provides employees 

greater individual control over work scheduling. In a 

 flextime schedule, employees can determine, within 

some limits, when they will go to work. In most flex-

time plans, employees may vary their schedule day to 

day, provided they work a specific number of  hours a 

week.  

   formal group      A group formed by management to 

 accomplish the goals of the organization.  

   formalization      A dimension of organizational structure 

that refers to the extent to which rules, procedures, and 

other guides to action are written and enforced.  

   formal organization      The recognized and sanctioned 

structure, policies, and rules of a unit or institution.  

   fraud      An intentional act of deceiving or misrepresent-

ing to induce another individual or group to give up 

something of value.  

   friendship group      An informal group that is estab-

lished in the workplace because of  some common 

characteristic of  its members and that may extend the 

interaction of  its members to include activities outside 

the workplace.  

   functional conflict      A confrontation between groups that 

enhances and benefits the organization’s performance.  

   functional job analysis (FJA)      A method of job analysis 

that focuses attention on the worker’s specific job activi-

ties, methods, machines, and output. The method is used 

widely to analyze and classify jobs.  

   fundamental attribution error      A tendency to underesti-

mate the importance of external factors and overestimate 

the importance of internal factors when making attribu-

tions about the behavior of others.  

   G 

   gain-sharing      A reward system in which employees share 

in the financial benefits the organization accrues from 

improved operating efficiencies and effectiveness. Gain-

sharing can take many different forms including cash 

awards for suggestions and bonus plans.  
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   H 

   halo effect      In perception, it occurs when a person  allows 

one important factor or characteristic to bias his or her 

view, impression, or evaluation.  

   hardiness      A personality trait that appears to buffer an 

individual’s response to stress. The hardy person assumes 

that he or she is in control, is highly committed to lively 

activities, and treats change as a challenge.  

   Hawthorne studies      A series of studies undertaken at the 

Chicago Hawthorne Plant of Western Electric from 1924 

to 1933. The studies made major contributions to the 

knowledge of the importance of the social system of an 

organization. They provided the impetus for the human 

relations approach to organizations.  

   health promotion program      See  wellness program .  

   horizontal communication      Communication that flows 

across functions in an organization.  

   horizontal differentiation      The number of different units 

existing at the same level in an organization. The greater 

the horizontal differentiation, the more complex is the 

 organization.  

   I 

   impression management      The attempt to influence 

 others’ perceptions of you; a political strategy that refers 

to actions individuals take to control the impressions that 

others form of them.   

   incentive plan criteria      To be effective in motivating 

 employees, incentives should (1) be related to specific 

 behavioral patterns (for example, better performance), 

(2) be received immediately after the behavior is displayed, 

and (3) reward the employee for consistently displaying 

the desired behavior.  

   incivility      In the workplace, this is behavior that is 

designated as rude, discourteous, or demeaning toward 

others.  

   influence      A transaction in which a person or a group acts 

in such a way as to change the behavior of another person 

or group. Influence is the demonstrated use of power.  

   informal group      A group formed by individuals and de-

veloped around common interests and friendships rather 

than around an organizational goal.  

   information flow requirements      The amount of informa-

tion that must be processed by an organization, group, or 

individual to perform effectively.  

   information richness      Refers to the amount of information 

that can be transmitted or communicated in an effective 

manner. Face-to-face interactions are high in information 

richness; a general e-mail to all employees is low in infor-

mation richness.  

   glass ceiling      An invisible barrier that blocks qualified 

individuals from making career progress or receiving a 

fair share of the rewards.  

   globalism      The interdependency of transportation, 

 distribution, communication, and economic networks 

across international borders.  

   Global Leadership and Organizational Behavior 

 Effectiveness (GLOBE) project      A large international 

research project that analyzed data on 62 cultures 

to identify and understand managers’ perceptions 

of  cultural practices and values from their home 

countries.  

   goal      A specific target that an individual is trying to 

achieve; a goal is the target (object) of an action.  

   goal approach to effectiveness      A perspective on effec-

tiveness that emphasizes the central role of goal achieve-

ment as the criterion for assessing effectiveness.  

   goal commitment      The amount of effort that is actually 

used to achieve a goal.  

   goal difficulty      The degree of proficiency or the level of 

goal performance that is being sought.  

   goal intensity      The process of setting a goal or of deter-

mining how to reach it.  

   goal orientation      A concept that refers to the focus of 

 attention and decision making among the members of a 

subunit.  

   goal participation      The amount of a person’s involve-

ment in setting task and personal development goals.  

   goal setting      The process of establishing goals. In many 

cases, goal setting involves a superior and subordinate 

working together to set the subordinate’s goals for a 

 specified period of time.  

   goal specificity      The degree of quantitative precision of 

the goal.  

   Golem effect      A self-fulfilling prophecy that causes a 

person to behave in a negative manner to meet low 

 expectations.  

   grapevine      An informal communication network that 

 exists in organizations and short-circuits the formal 

 channels.  

   group      Two or more individuals interacting with each 

other to accomplish a common goal.  

   group cohesiveness      The strength of the members’ desires 

to remain in the group and the strength of their commit-

ment to the group.  

   group norms      Standards shared by the members of a 

group.  

   groupthink      The deterioration of  the mental effi-

ciency, reality testing, and moral judgment of  the in-

dividual members of  a group in the interest of  group 

solidarity.  
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   intrinsic rewards      Rewards that are part of the job itself. 

The responsibility, challenge, and feedback characteris-

tics of the job are intrinsic rewards.  

   J 

   job analysis      The description of how one job differs 

from another in terms of the demands, activities, and 

skills required.  

   job-centered leader      Focuses on encouraging employees 

to complete the task and uses close supervision so that 

individuals perform their tasks using acceptable and 

timely procedures.  

   job content      The factors that define the general nature 

of a job.  

   job context      The physical environment and other work-

ing conditions, along with other factors considered to be 

intrinsic to a job.  

   job definition      The first subproblem of the organizing 

decision. It involves the determination of task require-

ments of each job in the organization.  

   job depth      The amount of  control that an individual 

has to alter or influence the job and the surrounding 

environment.  

   job description      A summary statement of what an employee 

actually does on the job.  

   job design      The process by which managers decide 

 individual job tasks and authority.  

   job embeddedness      Refers to an employee’s connection 

with other employees within the organization, fit with the 

job/organization/community, and sacrifices that would be 

made if  he or she were to leave the organization.  

   job enlargement      An administrative action that involves in-

creasing the range of a job. Supposedly, this action results 

in better performance and a more satisfied workforce.  

   job enrichment      An approach developed by Herzberg 

that seeks to improve task efficiency and human satisfac-

tion by means of  building into people’s jobs greater 

scope for personal achievement and recognition, more 

challenging and responsible work, and more opportunity 

for individual advancement and growth.  

   job evaluation      The assignment of dollar value to a job.  

   job range      The number of operations that a job occu-

pant performs to complete a task.  

   job relationships      The interpersonal relationships that 

are required of or made possible by a job.  

   job requirements      Factors such as education, experience, 

degrees, licenses, and other personal characteristics 

 required to perform a job.  

   job rotation      A form of training that involves moving an 

employee from one workstation to another. In addition 

   informational justice      An area of organizational science 

research that focuses on the perceived fairness of the 

communication provided to employees from authorities.  

   initiating structure      Designates behavior in which the leader 

organizes and defines the relationships in the group, tends 

to establish well-defined patterns and channels of communi-

cation, and spells out ways of getting the job done.  

   instrumentality      The relationship between first- and 

 second-level outcomes.  

   interaction      Any interpersonal contact in which one indi-

vidual acts and one or more other individuals respond to 

the action.  

   interest group      A group that forms because of some spe-

cial topic of interest. Generally, when the interest declines 

or a goal has been achieved, the group disbands.  

   intergroup conflict      Conflict between groups; can be 

functional or dysfunctional.  

   internal change agent      A person, manager or nonman-

ager, working for an organization, who initiates change.  

   internal forces      Forces for change that occur within the 

organization and that usually can be traced to  process  

and to  behavioral   causes .  

   Internet      A global network of integrated computers that 

provides users with information, video, documents, and a 

vast array of communication capabilities.  

   interpersonal communication      Communication that flows 

from individual to individual in face-to-face and group 

settings.  

   interpersonal justice      Judgments made by employees 

about the perceived fairness of the treatment received by 

employees from authorities.  

   interpersonal orientation      A concept that refers to whether 

a person is more concerned with achieving good social 

relations as opposed to achieving a task.  

   interpersonal rewards      Extrinsic rewards such as receiving 

recognition or being able to interact socially in the job.  

   interpersonal style      The way in which an individual 

 prefers to relate to others.  

   interrole conflict      A type of conflict that results from fac-

ing multiple roles. It occurs because individuals simultane-

ously perform many roles, some of which have conflicting 

expectations.  

   intervention      The process by which either outsiders or 

insiders assume the role of  a change agent in the OD 

program.  

   intimidation      An impression management tactic 

whereby individuals use threats and harassment to 

appear powerful.  

   intranet      A private, protected electronic communication 

system within an organization; intranets allow certain 

stakeholders to gain access to internal organizational 

 information.  
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to achieving the training objective, this procedure also is 

designed to reduce boredom.  

   job satisfaction      An attitude that workers have about 

their jobs. It results from their perception of the jobs.  

   job sharing      A form of alternative work arrangement in 

which two or more individuals share the same job. One 

jobholder might work in the mornings, while a second 

jobholder works in the afternoon. Job sharing increases 

employee discretion.  

   job specification      A product of a job analysis. A job speci-

fication identifies the minimum acceptable qualifications 

that a jobholder must have to perform the job at an ac-

ceptable level. It may include specifications for educational 

level, knowledge, skills, aptitudes, and previous  experience.  

   K 

   kinesics      The study of communication through body 

movement, postures, gestures, and facial expressions.  

   L 

   laboratory experiment      Experiment in which the re-

searcher creates an environment in which the subject 

works. This setting permits the researcher to control 

closely the  experimental conditions.  

   leader–member relations      A factor in the Fiedler contin-

gency model that refers to the degree of confidence, trust, 

and respect that the leader obtains from the followers.  

   leadership      Using influence in an organizational setting 

or situation, producing effects that are meaningful and 

have a direct impact on accomplishing challenging goals.  

   leadership climate      The nature of the work environment 

in an organization that results from the leadership style 

and administrative practices of managers.  

   learning      The process by which a relatively enduring 

change in behavior occurs as a result of practice.  

   learning transfer      An important learning principle that 

emphasizes the carryover of learning into the workplace.  

   legitimate power      Capacity to influence derived from the 

position of a manager in the organizational hierarchy. 

Subordinates believe that they “ought” to comply.  

   locus of control      Specifies a person’s beliefs that he or 

she does not master his or her fate.  

   M 

   management by objectives (MBO)      A process under 

which superiors and subordinates jointly set goals for a 

specified time period and then meet again to evaluate the 

subordinates’ performance in terms of those previously 

established goals.  

   manifest conflict      The final stage in conflict. At the 

 manifest conflict stage, the conflicting parties are actively 

engaging in conflict behavior. Manifest conflict is usually 

very apparent to noninvolved parties. See also  perceived 

conflict  and  felt conflict .  

   matrix model of organizational design      An organizational 

design that superimposes a product- or project-based 

 design on an existing function-based design.  

   mechanistic model of organizational design      The type of 

organizational design that emphasizes the importance of 

production and efficiency. It is highly formalized, centralized, 

and complex.  

   mental ability      Refers to one’s level of intelligence and 

can be divided into subcategories, including verbal 

 fluency and comprehension, inductive and deductive 

 reasoning, associative memory, and spatial orientation.  

   mentor      A person who provides one-on-one coaching, 

friendship, sponsorship, and role modeling examples to a 

less experienced protégé—a mentee.  

   meta-analysis      A statistical procedure that pools the 

 results of multiple research studies to derive an aggre-

gated based result and interpretation of the findings.  

   mission      The ultimate, primary purpose of an organiza-

tion. An organization’s mission is what society expects from 

the organization in exchange for its continuing survival.  

   modeling      A method of administering rewards that relies 

on observational learning. An employee learns the be-

haviors that are desirable by observing how others are 

 rewarded. It is assumed that behaviors will be imitated if  

the observer views a distinct link between performance 

and rewards.  

   modified or compressed workweek      A shortened work-

week. The form of the modified workweek that involves 

working four days a week, 10 hours each day, is called a 

4/40. The 3/36 and 4/32 schedules also are being used.  

   mood      A long-lasting state of emotion.  

   motion study      The process of analyzing a task to deter-

mine the preferred motions to be used in its completion.  

   motivator-hygiene theory      The Herzberg approach that 

identifies conditions of the job that operate primarily to 

dissatisfy employees when they are not present (hygiene 

factors—salary, job security, work conditions, and so on). 

There also are job conditions that lead to high levels of 

motivation and job satisfaction. However, the absence of 

these conditions does not prove highly dissatisfying. The 

conditions include achievements, growth, and advance-

ment opportunities.  

   multicultural communication      This occurs when two or 

more individuals from different cultures communicate 

with one another.  
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   multiple roles      The notion that most individuals play many 

roles simultaneously because they occupy many different 

positions in a variety of institutions and  organizations.  

   N 

   national culture      The sum total of the beliefs, rituals, 

rules, customs, artifacts, and institutions that characterize 

the population of a nation.  

   need for power      A person’s desire to have an impact on 

others. The impact can occur by such behaviors as action, 

the giving of help or advice, or concern for reputation.  

   need hierarchy model      Maslow assumed that the needs 

of a person depend on what he or she already has. This in 

a sense means that a satisfied need is not a motivator. 

Human needs are organized in a hierarchy of impor-

tance. The five need classifications are: physiological, 

safety, belongingness, esteem, and self-actualization.  

   needs      The deficiencies that an individual experiences at 

a particular point in time.  

   noise      Interference in the flow of a message from a 

sender to a receiver.  

   nominal group technique (NGT)      A technique to improve 

group decision making that brings people together in a 

very structured meeting that does not allow for much 

 verbal communication. The group decision is the mathe-

matically pooled outcome of individual votes.  

   nonprogrammed decisions      Decisions required for unique 

and complex management problems.  

   nonverbal communication      Messages sent with body 

 posture, facial expressions, and head and eye movements.  

   norms      The standards of behavior shared by members 

of a group.  

   O 

   openness to experience      One of the Big Five personality 

dimensions; it reflects the extent to which an individual is 

broad-minded, creative, curious, and intelligent.  

   operant      Behaviors amenable to control by altering the 

consequences (rewards and punishments) that follow them.  

   optimal balance      The most desirable relationship among 

the criteria of effectiveness. Optimal, rather than maxi-

mum, balance must be achieved in any case of more than 

one criterion.  

   organic model of organizational design      The organiza-

tional design that emphasizes the importance of 

 adaptability and development. It is relatively informal, 

decentralized, and simple.  

   organizational behavior      The study of human behavior, 

attitudes, and performance within an organizational 

 setting; drawing on theory, methods, and principles from 

such disciplines as psychology, sociology, and cultural 

anthropology to learn about  individual  perceptions, 

 values, learning capacities, and actions while working in 

 groups  and within the total  organization ; analyzing the 

external environment’s effect on the organization and its 

human resources, missions, objectives, and strategies.  

   organizational behavior modification      An operant 

 approach to organizational behavior. This term is used 

interchangeably with the term  behavior modification .  

   organizational climate      A set of properties of the work 

environment, perceived directly or indirectly by the 

 employees, that is assumed to be a major force in 

 influencing employee behavior.  

   organizational commitment      When an individual aligns 

very closely with the programs, goals, and systems of the 

organization.  

   organizational culture      The pervasive system of values, 

beliefs, and norms that exists in any organization. The 

 organizational culture can encourage or discourage 

 effectiveness, depending on the nature of the values, 

 beliefs, and norms.  

   organizational design      A specific organizational struc-

ture that results from managers’ decisions and actions. 

Also, the process by which managers choose among 

 alternative frameworks of jobs and departments.  

   organizational development      The process of preparing 

for and managing change in organizational settings.  

   organizational justice      An area of organizational science 

research that focuses on perceptions and judgments by 

employees regarding the fairness of their organizations’ 

procedures and decisions.  

   organizational politics      The activities used to acquire, 

 develop, and use power and other resources to obtain 

one’s preferred outcome when there is uncertainty or 

 disagreement about choices.  

   organizational processes      The activities that breathe life 

into the organizational structure. Among the common 

organizational processes are communication, decision 

making, socialization, and career development.  

   organizational structure      The formal pattern of how 

people and jobs are grouped in an organization. The 

 organizational structure is often illustrated by an 

 organization chart.  

   organizations      Institutions that enable society to pursue 

goals that could not be achieved by individuals acting alone.  

   P 

   participative management      A concept of managing that 

encourages employees’ participation in decision making 

and in matters that affect their jobs.  
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   path clarification      The leader’s efforts to clarify for 

 employees the kind of behavior most likely to result in 

goal accomplishment.  

   path–goal leadership model      A theory that suggests it is 

necessary for a leader to influence the followers’ percep-

tion of work goals, self-development goals, and paths to 

goal attainment. The foundation for the model is expec-

tancy motivation theory.  

   perceived conflict      The first stage of the conflict process. 

Perceived conflict exists when there is a cognitive aware-

ness on the part of at least one party that events have 

 occurred or that conditions exist favorable to creating 

overt conflict. See also  felt conflict  and  manifest conflict .  

   perception      The process by which an individual gives 

meaning to the environment. It involves organizing 

and interpreting various stimuli into a psychological 

experience.  

   performance      A set of employee work-related behaviors 

designed to accomplish organizational goals.  

   personal–behavioral leadership theories      A group of 

 leadership theories that are based primarily on the 

 personal and behavioral characteristics of leaders. The 

theories focus on  what  leaders do and/or  how  they behave 

in carrying out the leadership function.  

   person–organization fit      The extent to which a person’s 

values and personality are perceived to fit the culture of 

the organization.  

   personality      A stable set of characteristics and tenden-

cies that determine commonalities and differences in the 

behavior of people.  

   personality test      A test used to measure the emotional, 

motivational, interpersonal, and attitude characteristics 

that make up a person’s personality.  

   person–role conflict      A type of conflict that occurs when 

the requirements of a position violate the basic values, 

 attitudes, and needs of the individual occupying the 

 position.  

   pooled interdependence      Interdependence that requires 

no interaction between groups because each group, in 

 effect, performs separately.  

   position analysis questionnaire (PAQ)      A method of job 

analysis that takes into account the human, task, and 

technological factors of jobs and job classes.  

   position power      A factor in the Fiedler contingency model 

that refers to the power inherent in the leadership position.  

   power of human resources      The ability to get things done in 

the way one wants them to be done.  

   power illusion       The notion that a person with little power 

actually has significant power. The Milgram  experiments 

 indicate that the participants were obedient to commands 

given by an individual who seemed to have power, wore a 

white coat, was addressed as “doctor,” and acted quite stern.  

   prejudice      A stereotype that doesn’t change even when 

information disputing it is presented.  

   privacy      A condition that limits or forbids another per-

son’s access to an individual’s records, data, or information.  

   problem-focused coping      The actions taken by an indi-

vidual to cope with a stressful person, situation, or event.  

   procedural justice      The perceived fairness of the pro-

cesses used by the organization to arrive at decisions such 

as who receives promotions, how pay raise are estab-

lished, and how bonus payouts are allocated.  

   process      In systems theory, the process element consists 

of technical and administrative activities that are brought 

to bear on inputs to transform them into outputs.  

   process approaches to motivation      Theories that provide 

a description and analysis of the process by which behav-

ior is energized, directed, sustained, and stopped.  

   production      A criterion of effectiveness that refers to the 

organization’s ability to provide the outputs the environ-

ment demands of it.  

   programmed decisions      Situations in which specific pro-

cedures have been developed for repetitive and routine 

problems.  

   psychological contract      An unwritten agreement between 

an employee and the organization that specifies what 

each expects to give to and receive from the other.  

   psychological contract breach      Employee perception that 

the organization has failed to fulfill an unwritten exchange 

agreement.  

   punishment      Presenting an uncomfortable consequence 

for a particular behavior response or removing a desirable 

reinforcer because of a particular behavior response. Man-

agers can punish by application or punish by removal.  

   Pygmalion effect      A self-fulfilling prophecy that causes a 

person to behave in a positive manner to meet expectations.  

   Q 

   qualitative overload      A situation in which a person feels 

that he or she lacks the ability or skill to do a job or that 

the performance standards have been set too high.  

   quality circle      A small group of employees who meet on 

a regular basis, usually on company time, to recommend 

improvements and solve quality-related problems. Fre-

quently a part of  total quality management efforts .  

   quality of work life (QWL)      Management philosophy 

and practice that enhance employee dignity, introduce 

cultural changes, and provide opportunities for growth 

and development.  

   quantitative overload      A situation in which a person feels 

that he or she has too many things to do or insufficient 

time to complete a job.  
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   R 

   rapidity of change      The speed at which change occurs. 

Rapid change is found in many areas such as technol-

ogy, demographics, globalism, and new products and 

services.  

   reciprocal causation of leadership      The argument that 

follower behavior has an impact on leader behavior and 

that leader behavior influences follower behavior.  

   reciprocal interdependence      Interdependence that requires 

the output of each group in an organization to serve as 

input to other groups in the organization.  

   reengineering      Creating radical changes in processes, 

 systems, and/or structures that meet customer needs 

 efficiently and are economically sound.  

   referent power      Power based on a subordinates’ identifi-

cation with a charismatic superior. The more powerful 

individual is admired because of certain traits, and the 

subordinate is influenced because of this admiration.  

   reward power      An influence over others based on hope 

of reward; the opposite of coercive power. A subordinate 

perceives that compliance with the wishes of a superior 

will lead to positive rewards, either monetary of 

 psychological.  

   resistance to change      Behavioral, cognitive, or emotional 

upset and resistance to real or perceived work-related 

changes.  

   role      An organized set of behaviors.  

   S 

   sabotage      An extreme form of workplace violence 

 instituted to disrupt, destroy, or damage equipment, data, 

or a work area.  

   satisfaction      A criterion of effectiveness that refers to the 

organization’s ability to gratify the needs of its partici-

pants. Similar terms include  morale  and  voluntarism .  

   scalar chain      The graded chain of authority created 

through the delegation process.  

   scientific management      A body of literature that 

emerged during the period 1890–1930 and that reports 

the ideas and theories of engineers concerned with such 

problems as job definition, incentive systems, and selection 

and training.  

   scope      The scale on which an organizational change is 

implemented (for example, throughout the entire organi-

zation, level by level, or department by department).  

   self-efficacy      Related to an individual’s belief  that he 

or she can successfully complete a task. People with 

high levels of  self-efficacy firmly believe in their perfor-

mance capabilities. The concept of  self-efficacy 

includes three dimensions: magnitude, strength, and 

generality.  

   self-handicapping      Any action taken in advance of an 

outcome that is designed to provide either an excuse for 

failure or a credit for success.  

   self-managed team (SMT)      Groups of employees that 

complete an entire piece of work while having consider-

able autonomy over the  way in which they accomplish 

their work.  

   self-serving bias      A frequent attribution error that is 

 reflected in the tendency people have to take credit for 

successful work and deny responsibility for poor work.  

   self-promotion      An impression management tactic whereby 

individuals communicate their accomplishments to appear 

able and competent.  

   sequential interdependence      Interdependence that  requires 

one group to complete its task before another group can 

complete its task.  

   servant leader      A leader who emphasizes employee 

growth and service to others as worthwhile ends in and 

of  themselves, placing others’ needs in front of  his or 

her own.  

   sexual harassment      Unwelcome advances, requests for 

sexual favors, and other types of  verbal, psychological, 

or physical abuses.  

   similar-to-me errors      Using yourself  as a benchmark 

against which others are judged.  

   situational leadership theory (SLT)      An approach to 

leadership advocating that leaders understand their own 

behavior and the readiness of their followers. This ap-

proach requires diagnostic skills in human behavior on 

the part of the leader.  

   Six Sigma      Powerful statistical tools and techniques to 

improve quality in manufacturing, human resource 

 processes, and other operations within organizations.  

   skunkworks      A secretive research and development pro ject 

that operates outside of normal company  operations to 

create innovative products.  

   socialization      The process by which an individual 

comes to appreciate the values, abilities, expected be-

haviors, and social knowledge essential for assuming an 

organizational role and for participating as an organi-

zation member.  

   social support      The comfort, assistance, or information an 

individual receives through formal or informal contacts 

with individuals or groups.  

   spam      A barrier to effective e-mail communication, this 

is unsolicited commercial solicitations that enter and 

clutter an employee’s e-mail in-box.  

   span of control      The number of subordinates reporting 

to a superior. The span is a factor that affects the shape 

and height of an organizational structure.  
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   T 

   tacit knowledge      The work-related practical know-how 

that employees acquire through observation and direct 

experience on the job.  

   task group      A group of individuals who are working as a 

unit to complete a project or job task.  

   task structure      A factor in the Fiedler contingency 

model that refers to how structured a job is with 

regard to requirements, problem-solving alternatives, 

and feedback on how correctly the job has been 

accomplished.  

   team      A formal group of people interacting very closely 

together with a shared commitment to accomplish 

agreed-upon objectives.  

   team building      A type of planned intervention that is 

meant to build self-awareness and camaraderie among 

members of a team.  

   technology      An important concept that can have many 

definitions in specific instances but that generally refers 

to actions, physical and mental, that an individual per-

forms upon some object, person, or problem in order to 

change it in some way.  

   telecommuting      An alternative work arrangement in 

which an employee works at home while being linked to 

the office via a computer and/or fax machine.  

   testing      A source of error in experimental studies. The 

error occurs when changes in the performance of the 

subject arise because previous measurement of his 

 performance made him aware that he was part of an 

 experiment.  

   theft      Unauthorized taking, consuming, or transfer of 

money or goods owned by the organization.  

   time orientation      A concept that refers to the time hori-

zon of  decisions. Employees may have relatively short- 

or long-term orientations, depending on the nature of 

their jobs.  

   time study      The process of determining the appropriate 

elapsed time for the completion of a task.  

   timing      The point in time that has been selected to  initiate 

an organizational change method.  

   tolerance for ambiguity      The tendency to perceive am-

biguous situations or events as desirable. On the other 

hand, intolerance for ambiguity is the tendency to perceive 

ambiguous situations or events as sources of threat.  

   total quality management (TQM)      A philosophy and sys-

tem of management that, using statistical process control 

and group problem-solving processes, places the greatest 

priority on attaining high standards for quality and con-

tinuous improvement.  

   trait theory of leadership      An attempt to identify specific 

characteristics (physical, mental, personality) associated 

   status      In an organizational setting, status relates to 

 positions in the formal or informal structure. Status is 

designated in the formal organizations, whereas in  informal 

groups it is determined by the group.  

   status consensus      The agreement of group members 

about the relative status of members of the group.  

   stereotyping      A translation step in the perceptual  process 

that people use to classify or categorize events, people, or 

situations.  

   strategic contingency      An event or activity that is 

 extremely important for accomplishing organizational 

goals. Among the strategic contingencies of subunits are 

dependency, scarcity of resources, coping with uncertainty, 

centrality, and substitutability.  

   stress      An adaptive response, moderated by individual 

differences, that is a consequence of any action, situation, 

or event that places special demands on a person.  

   stressor      An external event or situation that is potentially 

harmful to a person.  

   structure      The established patterns of interacting in an 

organization and of coordinating the technology and 

 human assets of the organization.  

   structure (in group context)      Used in the context of groups, 

the term  structure  refers to the standards of  conduct that 

are applied by the group, the communication system, and 

the reward and sanction mechanism of the group.  

   substitutability      The ability of various work units to 

 perform the activities of other work units.  

   subunit (business unit or strategic business unit)      A 

semiautonomous part of  an overall organization that 

is a center for coordinated actions; usually it is orga-

nized around a product line and competes against 

other organizations.  

   superordinate goal      A goal that cannot be achieved 

 without the cooperation of the conflicting groups.  

   supportive organizational climate      The  amount of 

 perceived support employees receive from their co- 

workers, supervisor, and other departments that helps 

them successfully perform their job duties.  

   survey      A survey usually attempts to measure one or 

more characteristics in many people, usually at one point 

in time. Basically, surveys are used to investigate current 

problems and events.  

   System-4 organization      The universalistic theory of orga-

nization design proposed by Likert. The theory is defined 

in terms of overlapping groups, linking-pin management, 

and the principle of supportiveness.  

   systems theory      An approach to the analysis of organi-

zational behavior that emphasizes the necessity for main-

taining the basic elements of input-process-output and 

for adapting to the larger environment that sustains the 

organization.  
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   values      The guidelines and beliefs that a person uses 

when confronted with a situation in which a choice must 

be made.  

   vertical differentiation      The number of authority levels 

in an organization. The more authority levels an organi-

zation has, the more complex is the organization.  

   virtual organizations      A collection of geographically 

 distributed, functionally and/or culturally diverse aggre-

gations of individuals that are linked by electronic forms 

of communications.  

   virtual teams      A geographically distributed, functionally 

and/or culturally diverse group of individuals who rely 

on interactive technology such as e-mail, Webcasts, and 

videoconferencing to work together.  

   Vroom-Jago leadership model      A leadership model that 

specifies which leadership decision-making procedures 

will be most effective in each of several different situa-

tions. Two of the proposed leadership styles are auto-

cratic (AI and AII); two are consultative (CI and CII); 

and one is oriented toward joint decisions (decisions 

made by the leader and the group, GII).  

   W 

   wellness program      An employee program focusing on 

the individual’s overall physical and mental health. 

 Wellness programs may include a variety of  activities 

 designed to identify and assist in preventing or correcting 

specific health problems, health hazards, or negative 

health habits.  

   

with leadership success. The theory relies on research that 

relates various traits to certain success criteria.  

   transactional leader      Helps the follower identify what must 

be done to accomplish the desired results (e.g., better-quality 

output, more sales or services, reduced cost of production) 

and ensures that employees have the  resources needed 

to complete the job.  

   transformational leader      Motivates followers to work for 

goals instead of short-term self-interest and for achieve-

ment and self-actualization instead of security; is able to 

express a clear vision and inspire others to strive to accom-

plish the vision.  

   Type A behavior pattern      Associated with research con-

ducted on coronary heart disease. The Type A person is an 

aggressive driver who is ambitious, competitive, task-

oriented, and always on the move. Rosenman and  Friedman, 

two medical researchers, suggest that Type As have more 

heart attacks than do Type Bs.  

   U 

   unilateral strategies      Strategies for introducing organiza-

tional changes that do not allow for participation by 

 subordinates.  

   universal design theory      A point of view that states there 

is “one best way” to design an organization.  

   upward communication      Upward communication flows 

from individuals at lower levels of  the organizational 

structure to those at higher levels. Among the most 

common upward communication flows are suggestion 

boxes, group meetings, and appeal or grievance 

 procedures.  

   V 

   valence      The strength of a person’s preference for a 

 particular outcome.  
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   Vulcraft,   547    

  X 

   Xerox Corporation,   220, 262, 297, 506, 536    

  Y 

   Yahoo!,   147, 148, 344   
   Yahoo! Messenger,   381   
   YMCA,   56, 59   
   YouTube,   383    

  Z 

   Zao Noodle,   162   
   Zappos.com,   201      

  W 

   W. L. Gore & Associates,   153   
   W. R. Grace & Company,   384   
   Walmart,   5, 124, 345   
   Walt Disney Company,   7, 40, 41, 42, 46, 

87, 278, 317, 382  
  case,   337–338   

   Wand Corporation,   230   
   Warner-Lambert,   264   
   WebMD,   351, 352   
   Websense Inc.,   381   
   Weight Watchers,   258   
   Wells Fargo,   523   
   Western Electric,   14   
   Weyerhaeuser Corporation,   140, 203   
   Whirlpool Corporation,   307, 308   
   Wind River Systems,   490   
   WorldCom,   86, 419    



635

  A 

   Ability/Abilities  
    definition,   73  
    emotional intelligence,   73, 74  
    of  leaders,   444  
    mental,   73–74  
    multiple intelligence,   110  
    tacit knowledge,   73, 74   

   Absenteeism,   79, 197  
    and stress,   250, 252, 256   

   Academic snobbery,   315   
   Academy of Management,   57–58   
    Academy of Management Review,    549   
   Acceptable improvement,   540   
   Accommodating for conflict resolution,   318–319   
   Accommodation,   50   
   Accountability  

    in groups and teams,   277  
    for team effectiveness,   298   

   Accountants, information power,   345   
   Achievement,   193–194   
   Achievement need,   130–131   
   Achievement-oriented leaders,   452   
   Across-the-board rewards,   179   
   Action, based on message,   388   
   Action taking,   536   
   Active aggression,   222, 223   
   Activity, group focus on,   317   
   Acute stress,   244   
   Adaptive behaviors,   106   
   Adaptiveness, criterion for effectiveness,   27   
   Adjourning stage of groups,   284   
   Administrative decision making,   416–417   
    Administration Industrielle et 

Générale  (Fayol),   11   
   Advertising, purpose,   379   
   Advertising agencies, brainstorming at,   427   
   Affect,   75   
   Affiliation need,   130–131   
   African Americans,   6–7, 38, 54, 71   
   Aggression  

    active or passive,   222, 223  
    bullying,   224–225  
    categories of,   223  
    incivility escalating to,   226  
    and individual differences,   223  
    in workplace,   217, 222–224   

   Aging of population,   54   
   Agreeableness,   83, 84  

    as stress moderator,   257   
   Agreement, possibility of,   325   
   Air Transportation Safety Board,   285   
   Alcoholics Anonymous,   258   
   Alternative solutions  

    development of,   413–414, 424  
    evaluation of,   414–415, 424  
    in group decision making,   424  
    values in,   418   

   Alternative work arrangements  
    compressed workweek,   167  
    flextime,   167–168, 170  
    job sharing,   168  
    telecommuting,   168  
    virtual teams,   168–170  
    work–life balance,   168, 170   

   Altruism,   129   

   Subject Index 
   Ambiguity  

    low tolerance for,   261  
    tolerance for,   426, 536   

   Ambitiousness,   353   
   American Management Association,   229   
   American Medical Association,   256   
    American Sociological Review,    549   
   American Sociological Society,   217   
   Americans with Disabilities Act,   72, 92, 

235, 463   
   Anticipatory socialization,   49   
   Application of power,   516   
   Application of reason,   516–517   
   Applications orientation,   12   
   Appraisal support,   258   
   Appreciative inquiry,   537–538   
   Approval motive for theft,   233   
   Aptitude problem,   209   
   Arbitration,   328   
   Asian Americans,   54, 57, 59   
   Asian Institute of Management,   459   
   Assertiveness,   39   
   Association of Fraud Examiners,   231   
   Asymmetrical power relationship,   340   
   Attention  

    divided,   100  
    selective,   100   

   Attitudes  
    affect,   75  
    attempts to change  

    communicator influence,   76  
    message,   77  
    situation,   77  

    behavioral component,   76  
    cognitive component,   75  
    and cognitive dissonance,   75  
    definition,   75  
    implications for managers,   76  
    and job performance,   78–80  
    and job satisfaction,   77–78  
    in organizational commitment,   198  
    and personality,   75   

   Attraction, and group formation,   282   
   Attraction-selection-attrition 

framework,   67–68   
   Attribution process,   102   
   Attribution theory,   101–103  

    consensus,   102–103  
    consistency,   102–103  
    definition,   101  
    distinctiveness,   102–103  
    external attribution,   102, 103  
    internal attribution,   102, 103  
    managerial implications,   103  
    and perception,   102–103  
    self-serving bias,   103   

   Attrition,   67–68   
   Authoritarian personality,   261   
   Authority;      see also   Delegation 

of authority   
    as legitimate power,   341  
    organizational,   341  
    principle of,   498   

   Autocratic leadership,   316–317, 450, 516   
   Automation,   525   
   Automotive industry,   166   
   Autonomous work groups,   441   

   Autonomy,   194  
    and managerial creativity,   486  
    need for,   125  
    in product-based organization,   490   

   Avoiding conflict,   321   
   Awareness workshops,   56    

  B 

   Baby boomers,   72  
    retirement,   8   

   Balance in life,   536   
   Balance of power,   327   
   Bank wiring room workers,   14   
   Barbell economy,   8   
   Behavior;      see also   Misbehavior ;

  Work behavior   
    attribution theory,   101–103  
    consequences of empowerment,   347  
    goals as determinant of,   138  
    group norms for,   287  
    heredity  vs.  environment,   70  
    impression management,   103–105  
    institutionalization of,   81  
    intergroup,   19  
    learned,   518  
    modified by work groups,   14  
    needs as trigger of,   121–122  
    and organizational justice,   136–138  
    politically oriented,   352  
    process in organizations,   19–20  
    reinforcement theory,   186–189  
    in resistance to change,   521  
    role of motivation in,   119  
    Type A pattern,   223, 244, 257–258  
    Type B pattern,   258   

   Behavioral component of attitudes,   75   
   Behavioral factors  

    in brainstorming,   426  
    in charismatic leadership,   457–458  
    group decision making,   424  
    individual decision making  

    escalation of commitment,   422–423  
    potential for dissonance,   421–422  
    propensity for risk,   420  
    values,   418–420  

    and internal forces for change,   526  
    in leadership  

    consideration,   445–446  
    employee-centered,   445  
    initiating structure,   445–446  
    job-centered,   445  
    personal behavior theory,   446  
    questionnaires for,   446  
    shortcomings,   446  

    in organizational structure,   491   
   Behavioral modification;     

 see   Reinforcement theory    
   Behavioral norms,   284   
   Behavioral outcomes of stress,   245, 253   
   Behavioral sciences  

    inquiry methods,   552–555  
    case studies,   553  
    experiments,   554–555  
    field studies,   553–554  
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 Behavioral sciences—Cont.
 research in,   551–552  
    scientific method,   552   

   Belongingness need,   123–124   
   Best practices  

    ideas,   148  
    for voice mail,   383–384   

   Big five personality dimensions;   
   see   Personality    

   Bill of Rights,   234   
   Biofeedback,   266   
   Blogs,   138, 382   
   Blue-collar workers, and stress,   251   
   Body language,   107   
   Boundaryless organizations  

    decision making in,   506  
    flatter hierarchy,   506  
    in Japan,   506  
    telecommunicating in,   507   

   Bounded rationality approach,   416–417   
   Brainstorming,   427   
   Branch Davidian complex, Waco, 

Texas,   357, 422   
   Broadbanding,   199–200   
   Bullying,   137, 224–225   
   Bureaucracy  

    meanings of,   498  
    necessary characteristics,   499  
    origin of term,   498   

   Bureaucratic structure,   483   
   Bureau of Alcohol, Tobacco, and 

Firearms,   422   
   Bureau of Labor Statistics,   8, 156, 157, 

193, 196, 202  
    Census of Fatal Occupational Injuries,   236   

   Burnout  
    definition,   254  
    indicators of,   254  
    individual variables in,   254  
    and job involvement,   254  
    myths about,   255  
    occupations involved,   254  
    organizational contributions to,   254   

   Business school  
    ethics teaching,   359, 361  
    first in United States,   10   

    BusinessWeek,    382    

  C 

   Cafeteria-style benefit plans,   124   
   California gold rush,   23   
   Canada, stress-related costs,   256   
   CAN-SPAM Act,   391   
   Capacity to perform,   119   
   Career development, and stress,   249   
   Careers, and emotional intelligence,   111   
   Career-stage model of socialization,   49   
   Career-support functions,   52   
   Case study, purpose and limitations,   553   
   Catecholamine,   253   
   Causes of problems  

    group decision making,   424  
    individual decision making,   413   

   Cell phones,   382   
   Census of Fatal Occupational Injuries 

(BLS),   236   
   Centrality,   349–350   
   Centralization,   495–496   
   Centralized authority,   486–487   
   CEOs  

    bad qualities,   107  
    emotional intelligence,   112  
    fraud by,   227   

Change management—Cont.
    model,   523–525  
    participative,   523  
    research review of effectiveness,   542  
    selection of method  

    appreciative inquiry,   537–538  
    ethics training,   534–535  
    introspection development,   535–536  
    learning organization philosophy,   532  
    management by objectives,   528–529  
    mentorship programs,   535  
    multifaceted approaches,   536–537  
    off-the-job training,   531  
    on-the-job training,   531  
    people approaches,   531–532  
    reengineering,   529–530  
    Six Sigma program,   536  
    structural approaches,   528–530  
    team building,   532–533  
    total quality management,   

536–537  
    structural interventions,   541   

   Charisma,   342, 462   
   Charismatic leadership  

    attributes,   457–458  
    defining,   457  
    examples,   457  
    types,   459–460   

    Chief Executive  magazine,   443   
   China  

    cultural characteristics,   72  
    Google’s problems in,   344  
    number of college students,   95  
    toy exports,   6   

   Chinese Value Survey,   37   
   Chronic stress,   244   
    Circulation; Journal of the American Heart 

Association,    63   
   Civic virtue,   129   
   Classical structure,   483   
   Closure, law of,   97–98   
   Coaching,   463–464   
   Coalition-building game,   354   
   Coalition tactics,   355   
   Coercive power  

    for change,   516  
    subordinate’s response to, 

  342–343   
   Cognition,   75  

    and perception,   95–96   
   Cognitive ability tests,   74   
   Cognitive appraisal of stressors,   250   
   Cognitive component of attitudes,   75   
   Cognitive dissonance,   75, 421   
   Cognitive outcomes of stress,   245   
   Cognitive performance evaluation 

feedback model,   184–185   
   Cognitive stress outcomes,   253   
   Cognitive techniques for stress 

management,   265–266   
   Cohesiveness  

    decreasing,   291  
    of  groups,   289–292  
    groupthink problem,   291–292  
    increased,   316  
    and job performance,   290–291  
    means of increasing,   290  
    and organizational goals,   290  
    sources of attraction,   290   

   Collective socialization,   48   
   Collectivism,   37  

    in-group,   38, 39  
    societal,   38, 39   

   Command group,   281   
   Commercial power,   350–351   

   Certainty, in evaluating solutions,   414   
    Challenger  space shuttle,   419, 430   
   Chameleon effect,   107   
   Change  

    in attitudes,   76–77  
    champions of,   523  
    circumstances that impel,   513  
    company examples,   513  
    cross-national picture,   516  
    depth intended,   528  
    effective and successful,   514  
    forces for  

    economic,   525  
    external,   525–526  
    internal,   526  
    social and political change,   526  
    technology,   515–516  
    work behavior problems,   526  

    intervention points,   47  
    organizational,   22  
    in organizational culture,   46–47  
    pace of,   247–248  
    philosophy toward,   537  
    rapidity of,   7, 9  
    requirements for,   514–515  
    resistance to,   517  

    by individuals,   520–522  
    organizational,   522  
    overcoming,   522–524  

    speed of,   515  
    from transformational leadership,   461–462  
    unrecognized need for,   526  
    worldwide forces for,   515   

   Change agents  
    advantages/disadvantages,   520  
    consultants,   518–519  
    definition,   518  
    diagnosis of problem,   526–527  
    external,   518–519, 527  
    external–internal,   519–520  
    internal,   519  
    need for,   517  
    participative,   523   

   Change consultants,   518–519   
   Change management  

    advantages/disadvantages of interventions,   520  
    alternative approaches,   515–517  

    application of power,   516  
    application of reason,   516–517  
    reeducation,   517  

    case,   546–547  
    critical test of interventions,   542  
    diagnosis of problem,   526–527  
    discrete steps,   541  
    evaluation of effectiveness  

    acceptable improvement,   540  
    acquisition of information,   540  
    steps,   540–541  

    guidelines,   542  
    humanistic interventions,   541  
    impediments to  

    formal organization,   539  
    leadership climate,   538  
    organizational culture,   539  

    implementation  
    feedback from,   525  
    reinforcement effect,   540  
    scope of,   539–540  
    small scale,   539  
    timing,   539  

    and innovation,   513–514  
    learning principles  

    movement to new learning,   518  
    refreezing learned behavior,   518  
    unfreezing old learning,   517  
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   Commitment,   355  
    escalation of,   422–423  
    in groups and teams,   277  
    in matrix organizations,   492  
    to organization,   153  
    organizational,   198  
    of  subordinates,   449   

   Communication;      see also   Multicultural 
 communication   

    barriers to  
    communication overload,   

390–391  
    filtering,   389  
    frame of reference,   387–388  
    in-group language,   389–390  
    selective listening,   388  
    source credibility,   389  
    spam,   391  
    status differences,   390  
    time pressures,   390  
    value judgments,   389  

    blogs,   138  
    by body language,   107  
    in change programs,   523  
    competitive intelligence,   395–396  
    confusing,   375  
    cross-cultural problems,   386  
    decreased,   317–318  
    definition,   373  
    effects of technology  

    electronic meetings,   384  
    e-mail,   381–383  
    extranet,   381  
    instant messaging,   381  
    Internet,   380  
    intranet,   381  
    smart phones,   383  
    social networking sites,   

382–383  
    teleconferencing,   384  
    text messaging,   382  
    videoconferencing,   384  
    voice mail,   383–384  
    Web conferencing,   384  

    ethical,   394–396  
    external  

    advertising,   379  
    customer surveys,   379  
    promoting,   379  
    public relations,   379  

    face-to-face,   380, 392  
    and feedback,  21   
    importance of,   371–372  
    improvement steps,   391–394, 396  

    effective timing,   394  
    empathy,   392  
    following up,   392  
    mutual trust,   393  
    regulating information 

flow,   392  
    repetition,   393  
    simplifying language,   394  
    using grapevine,   393, 394, 396  
    utilizing feedback,   392  

    informational justice,   137–138  
    information richness,   379–380  
    interpersonal,   385  
    and manager’s job,   372  
    nonverbal  

    contradictory,   377  
    physical cues,   376  
    research findings,   377  
    unique realities,   376–377  

    one-way,   375–376  
    in organic model,   500  

Conflict resolution—Cont.

    programmed conflict,   324  
    stimulating competition,   324  

    summary of,   322   
   Conflict-resolution grid,   318   
   Conflict resolution skills,   298   
   Conformity,   427   
   Confusing messages,   375   
   Conscientiousness,   83, 84  

    as stress moderator,   257   
   Consensual relationship agreements,   221   
   Consensus,   102–103, 424, 427   
   Consideration behavior,   445–446   
   Consistency,   102–103   
   Constructive intergroup conflict,   

322–324   
   Constructive negotiating climate,   328   
   Consultants, for change,   518–519   
   Consultation,   328   
   Consultation tactic,   354   
   Consultative leadership,   450   
   Contamination,   182   
   Content theories of motivation,   123–131  

    ERG theory,   125–126  
    graphic illustration,   131  
    learned needs theory,   130–131  
    managerial implications,   123  
    need hierarchy theory,   123–125  
    synopsis of,   131  
    two-factor theory,   126–130   

   Contingent rewards,   460, 462   
   Continuous reinforcement,   188   
   Controlling the Assault of Non-Solicited 

 Pornography and Marketing 
Act of   2003, 391   

   Coping  
    by absorption,   349  
    by information,   349  
    by prevention,   348   

   Core values,   44   
   Coronary heart disease,   257   
   Corporate scandals,   419   
   Corporate social responsibility,   462  

    impact of organizational design 
on,   484   

   Cortisol,   253   
   Cost(s)  

    of  depression,   252  
    of  misbehavior,   219  
    of  stress to organizations,   255–256  
    of  theft,   231   

   Counterinsurgency game,   354   
   Courtesy,   129   
   Co-workers, comparing,   146–148   
   Creativity  

    characteristics,   426  
    definition,   425  
    developing,   87  
    examples,   426  
    in group decision making,   425–426  
    from introspection,   536  
    for knowledge-based organizations,   426  
    as lateral thinking,   425  
    techniques to stimulate  

    brainstorming,   426  
    Delphi technique,   427  
    nominal group technique,   427–429   

   Crime  
    fraud,   226–227  
    homicide,   223, 224, 236–239  
    nonfatal assaults,   224  
    occupational,   217  
    organizational,   217  
    sabotage,   230–231  
    substance abuse,   227–229  

Communication—Cont.

    within organizations  
    diagonal,   379  
    downward,   377–378  
    horizontal,   378–379  
    upward,   378  

    scalar chain,   498  
    short-circuiting,   390  
    and span of control,   494  
    for team effectiveness,   298  
    two-way,   376  
    vital to organizations,   371–372   

   Communication media  
    common types,   380  
    and information richness,   379–380   

   Communication overload,   390–391   
   Communication process,   20  

    elements of  
    decoding/receiver,   375  
    encoding,   374  
    feedback,   375–376  
    medium,   375  
    message,   374–375  
    noise,   376  

    model of,   373  
    at Nestlé,   374  
    working of,   373–374   

   Communication skills,   298   
   Communicator, manager as,   77, 372   
   Comparable worth issue,   196   
   Comparison other, in equity 

theory,   134   
   Competition  

    among group members,   284  
    power of,   327  
    stimulating,   324   

   Competitive advantage,   7–8   
   Competitive force,   5   
   Competitive intelligence,   495   
   Competitors,   525   
   Complexity,   496–497   
   Compliance,   129, 355   
   Compressed workweek,   16   
   Compromising,   321   
   Computer-aided design,   530–531   
   Computer-aided manufacturing,   531   
   Computer industry,   5  

    Moore’s law,   7   
   Computer-related stress,   157   
   Computer technology,   525  

    effect on reengineering,   530   
   Concierge services,   200–201   
   Conciliation,   328   
   Conference Board,   79   
   Conflict  

    in group formation,   284  
    intergroup behavior,   19  
    in work group roles,   286   

   Conflict resolution;      see also   Intergroup 
conflict ;  Negotiations   

    accommodating approach,   319  
    avoiding conflict,   321  
    by compromising,   321  
    dominating approach,   318–319  
    external focus,   318  
    focus on subordinate goal,   319–321  
    internal focus,   318  
    Japan  vs.  United States,   423  
    in negotiation context,   319–321  
    by problem solving,   319–321  
    by stimulating constructive conflict,   

322–324  
    altering organizational structure,   324  
    bringing in outsiders,   323–324  
    devil’s advocacy,   324  
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Crime—Cont.
    theft,   231–233  
    white-collar crime,   217  
    workplace violence,   222–224   

   Crisis-based leadership,   459   
   Crisis plan,   233   
   Crisis problems,   412   
   Criterion of overwhelming factors,   358   
   Cross-country differences,   501   
   Cross-cultural communication 

problems,   386   
   Cross-cultural research on leadership,   

465–466   
   Cross-cultural understanding,   39–40   
   Cross-functional research and development 

teams,   297  
    case,   307–308   

   Cross-functional teams,   157, 294   
   Cross-training,   162   
   Cultural differences  

    Anglo cluster,   39  
    assertiveness,   39  
    collectivism,   37  
    in communication,   385–387  
    in conflict resolution,   423  
    Confucian cluster,   39  
    in decision making,   423  
    in expressing emotions,   107  
    future orientation,   39  
    gender egalitarianism,   39  
    in global negotiations,   329–330  
    GLOBE project,   38–39  
    in group norms,   288  
    humane orientation,   39  
    individualism,   37, 38  
    in-group collectivism,   38, 39  
    Latin European cluster,   39  
    in leadership styles,   465–466  
    long-term orientation,   37, 38  
    masculinity/femininity,   37, 38  
    in multinational corporations,   501  
    in performance evaluations,   181  
    performance orientation,   39  
    power distance,   37, 38, 39  
    research on,   36, 38–40  
    short-term orientation,   37  
    societal collectivism,   38, 39  
    uncertainty avoidance,   37, 38, 39  
    in virtual teams,   169   

   Cultural diversity,   6–7, 9, 13  
    benefits of inclusiveness,   54–55  
    capitalizing on,   57  
    core dimensions of,   54  
    effective socialization,   54–57  
    and ethnic stereotypes,   57  
    and mentoring programs,   54  
    in organizational culture,   45–46  
    secondary forms,   55   

   Culture  
    American,   38  
    multicultural nations,   35  
    role in shaping personality,   81  
    value systems,   36–40   

   Culture of contribution,   347   
   Customer departmentalization,   490   
   Customer dissatisfaction,   256   
   Customer expectations,   26   
   Customer needs,   13   
   Customer satisfaction,   490   
   Customer service, and diversity,   54–55   
   Customer-service culture,   45   
   Customer surveys,   379   
   Customized pay cuts,   192   
   Customs,   35   
   Cyberslacking,   229–230    

   Decision styles,   450   
   Decision tree, ethical,   360   
   Decoding,   375  

    frame of reference,   387–388   
   Deep acting,   108   
   Deficiency,   182   
   Deficit thinking,   537   
   Delegating style of leadership,   450, 454   
   Delegation of authority  

    centralization of,   495–496  
    checks on,   495  
    decision guidelines,   487  
    definition,   485  
    and degree of complexity,   496  
    high or low,   483  
    reasons to centralize,   486–487  
    reasons to decentralize,   486   

   Delphi technique,   428, 429   
   Demand, leading to stress,   243–244   
   Demographics  

    factor in individual differences,   69  
    factor in workplace aggression,   223  
    population changes in U. S.,   54  
    of  workforce,   38  
    workplace changes,   56   

   Departmentalization,   159  
    customer-based,   490  
    and degree of complexity,   496  
    functional,   487–488, 503  
    geographic,   488–489, 502  
    in Japan,   503  
    matrix model,   490–493  
    product-based,   489–490, 502  
    reasons for,   487   

   Department of Defense,   229   
   Department of Labor,   154   
   Department of State,   382   
   Department of Transportation,   229   
   Depersonalization,   254   
   Depression,   252–253   
   Development, criterion for effectiveness,   27–28   
   Developmental orientation of evaluation,   

181, 182   
   Development level of followers,   454   
   Devil’s advocacy,   324   
   Devil’s advocate,   415   
   Diagnosis,   262   
   Diagnostic and Statistical Manual of Mental 

Disorders,   252   
   Diagnostic procedure,   451   
   Diagnostic process,   526–527   
   Diagonal communication,   379   
   Different perspectives,   315   
   Direct feedback,   376   
   Direction,   121   
   Directive leaders,   452   
   Disability diversity,   72   
   Dissatisfiers,   126   
   Dissonance  

    cognitive,   421  
    potential for,   420–421   

   Distinctiveness,   102–103   
   Distorted perception,   317   
   Distortion,   182   
   Distributive justice,   136   
   Distributive justice criterion,   358   
   Distributive negotiating,   325–326   
   Diversity,   23  

    and change,   533  
    definition,   79  
    disability,   72  
    generational,   72  
    guidelines for expatriates,   72  
    and work behavior,   70–73  
    in work groups,   286   

  D 

   Dartmouth College,   359   
   Data collection,   527   
   Decentralized authority,   486   
   Decision effectiveness,   449–450   
   Decision makers  

    bounded rationality approach,   416–417  
    cultural differences,   423  
    escalation of commitment,   422–423  
    fear of failure,   422  
    intuitive,   417  
    post-decision anxiety,   421–422  
    propensity for risk,   420  
    reducing dissonance,   421–422  
    as satisfiers,   417  
    values of,   418–420  
    wary of perfect solution,   415   

   Decision making,   407–423;      see also   Group 
 decision making   

    alternative to rational process  
    administrative decision making,   

416–417  
    bounded rationality approach,   416–417  
    intuitive decision making,   417  

    behavioral influences,   417–423  
    in diverse cultures,   423  
    escalation of commitment,   422–423  
    potential for dissonance,   421–422  
    propensity for risk,   420  
    values,   418–420  

    centralization of,   495–496  
     Challenger  space shuttle,   419, 430  
    effect of stress on,   255  
    effect on managerial careers,   407  
    and empowerment,   347  
    enhanced by diversity,   54  
    ethical,   420  
    individual  vs.  group,   424–425  
    mistakes by good companies,   407, 418  
    rational process  

    consideration of causes,   413  
    developing alternative solutions,   

413–414  
    establishing priorities,   412–413  
    evaluating alternative solutions,   414–415  
    follow-up,   416  
    implementation,   415–416  
    measuring results,   410–411  
    model of,   411  
    problem identification and definition,   

411–412  
    setting goals and objectives,   410–411  
    solution selection,   415  

    types of decisions,   408–410   
   Decision-making model of leadership,   449–452   
   Decision-making power,   344–345   
   Decision quality,   49   
   Decisions  

    in bounded rationality approach,   417  
    on delegation of authority,   487  
    ethical,   418–419  
    follow-up,   416  
    framing,   420  
    high-level,   378  
    made under uncertainty,   415  
    nonprogrammed,   409–410  
    as organizational mechanisms,   410  
    on organizational structure,   482–483  
    in organizations,   20  
    programmed,   409–410  
    as response to problems,   410  
    results of,   416  
    types of,   408–410  
    unethical,   419–420   
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   Diversity culture,   45–46   
   Divided attention,   100   
   Divisional organization,   489   
   Division of labor  

    degrees of specialization,   485  
    economic advantages,   484  
    natural sequence of work,   485  
    personal specialties,   485  
    specialization in,   483–484  
    vertical plane,   485   

   Divisions,   488   
   Dominating, for conflict resolution,   318–319   
   Downsizing  

    effect on span of control,   494  
    stress from,   249   

   Downward communication,   377–378   
   Downward norm setting,   427   
   Drug testing,   228   
   Dual authority system,   491   
   Dual treatment,   222   
   Duration of demands,   244   
   Dysfunctional conflict  

    case,   337–338  
    characteristics,   311–312  
    consequences  

    changes between groups,   317–318  
    changes within groups,   316–317    

  E 

   Economic benefits  
    of  group formation,   282  
    of  specialization,   484   

   Economic downturns,   168  
    pay cuts,   192   

   Economic forces,   525   
   Education  

    business schools,   10  
    women  vs.  men,   196   

   Effectiveness  
    case,   32–33  
    of  change management,   541  
    hints for improving,   25  
    in organizations,   22–24  

    analysis of organizational 
behavior,   22–23  

    managerial role,   22  
    value principles,   23  

    systems theory,   24–28  
    time-based criteria  

    adaptiveness,   27  
    development,   27–28  
    efficiency,   27  
    productivity,   27  
    quality,   26–27  
    satisfaction,   27   

   Efficiency  
    criterion for effectiveness,   27  
    from functional departmentalization,   488   

   Effort-performance expectancies,   133   
   Egolessness,   536   
   Egypt, ancient,   550   
   Electronic information sharing system,   13   
   Electronic meeting software,   384   
   Electronic monitoring,   229   
   Electronics industry,   353   
   E-mail  

    employee monitoring,   381  
    monitoring of,   229–230  
    permanence of,   381  
    privacy in workplace,   234–235  
    spam,   391   

   Embezzling,   231   

Employees—Cont.
    job enrichment,   163–170  
    job perceptions,   160–161  
    job performance determinants,   119–121  
    knowing goals of,   122  
    myths and burnout,   255  
    number in telework,   295  
    organizational citizenship behaviors,   129  
    participation in change,   523  
    part-time,   202  
    performance-outcome expectancy,   198  
    person–environment fit,   260–261  
    psychological contract,   7, 141–142  
    quality of work life,   151  
    reasons for theft,   231–233  
    repetitive stress injuries,   157  
    role in total quality management,   537  
    satisfaction with rewards,   189–190  
    socialization,   261  
    socialization stages,   47–50  
    social networking sites,   382–383  
    stress of relocation,   250  
    testing policy,   235  
    trust in assistance programs,   263  
    work/life conflict,   50  
    and worplace spirituality,   58–59   

   Employee satisfaction,   540   
   Employee stock ownership plans,   

203–204   
   Employers, monitoring e-mail,   

229–230, 381   
   Empowerment,   23, 152–153  

    activities,   347  
    behavioral consequences,   347  
    and culture of contribution,   347  
    definition,   346  
    ethical issues,   358  
    guidelines for,   347  
    Los Angeles Police Department,   346  
    and performance expectations,   347  
    providing self-efficacy,   347  
    reasons for rejecting,   346  
    of  self-managed teams,   347–348  
    staged sequence of,   347  
    for team effectiveness,   298–299   

   Empowerment teams,   441   
   Enacted role,   286   
   Encoding  

    in communication process,   374  
    frame of reference,   387–388  
    variations,   385   

   English  
    as business language,   385–386  
    as a second language program,   56   

   English coal mines,   171–172   
   Enhancement of another,   105   
   Entitlements,   105   
   Environmental forces  

    competitive forces,   5  
    cultural diversity,   6–7  
    effect on subordinates,   452  
    globalism,   506  
    power of human resources,   5  
    psychological contract,   7  
    rapidity of change,   7  
    technology,   7–9   

   Environmental initiatives,   508   
   Environmental Protection Agency,   484   
   Environmental stimuli  

    misinterpreting,   96  
    perception based on,   95–96  
    selection of cues from,   96–97   

   Equal Employment Opportunity 
Commission,   71   

   Equal Pay Act,   196   

   Emotion(s),   105–109  
    body language,   107  
    chameleon effect,   107  
    deep acting,   108  
    definition,   105  
    emotional behavior,   108–109  
    examining,   106  
    expression of,   106–107  
    facial feedback,   108  
    kinesics,   107  
    managing,   108  
    moods,   106  
    in nonverbal communication,   376–377  
    positive,   110  
    primary,   106  
    surface acting,   108   

   Emotional exhaustion,   254   
   Emotional intelligence,   73, 74, 82, 84, 109–112  

    career success and,   111  
    of  CEOs,   112  
    definition,   109  
    elusive construct,   110  
    Goleman’s theory,   110–111  
    next-generation research,   111–112  
    Salovey-Mayer theme,   109, 111  
    weakness of concept,   110   

    Emotional Intelligence  (Goleman),   110   
   Emotional labor,   108–109   
   Emotional stability  

    as stress moderator,   257  
    for team effectiveness,   298   

   Emotional support,   258–259   
   Emotion-focused coping,   251   
   Empathy,   23, 392   
   Employee assistance programs  

    elements of,   262  
    employee trust in,   263  
    during recessions,   262–263   

   Employee benefits  
    cafeteria-style plans,   124  
    costs to companies,   193  
    for part-time workers,   202   

   Employee-centered leadership,   445   
   Employee monitoring software,   381   
   Employee ownership,   162   
   Employee participation,   139  

    in performance evaluation,   182  
    in performance evaluation feedback,   184–185   

   Employee recruitment,   261   
   Employees  

    alternative work arrangements,   167–170  
    areas affecting motivation,   121–122  

    job issues,   122  
    leader issues,   122  
    organizational issues,   122  

    as assets,   4  
    attention-seeking,   100  
    and attribution theory,   102  
    changing attitudes of,   76–77  
    commitment to organization,   153  
    cross-training,   162  
    decision-making opportunities,   153  
    differing views on rewards,   205  
    disability diversity,   72  
    drug testing,   228, 229  
    electronic monitoring of,   229  
    empowerment,   152–153  
    feedback from,   28  
    generational diversity,   72  
    Generation Y,   85  
    growth needs,   161  
    and high-level decisions,   378  
    impact of layoffs,   137  
    in job design programs,   165  
    job embeddedness,   170–171  
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   Equity  
    definition,   134  
    research on,   135–138  
    restoring,   134–135  
    in reward systems,   197   

   Equity theory  
    definition,   134  
    distributive justice,   136  
    graphic illustration,   124  
    informational justice,   137–138  
    interpersonal justice,   137  
    organizational justice,   136–138  
    procedural justice,   136–137  
    research on,   135–138  
    restoring equity,   134–135  
    terminology,   134   

   ERG theory of motivation,   125–126  
    graphic illustration,   131   

   Escalation of commitment,   422–423   
   Esteem need,   123–124  

    and group formation,   282   
   Ethical behavior of managers,   357–358   
   Ethical climate,   233   
   Ethical communication,   394–396   
   Ethical culture,   45   
   Ethical decision making,   420   
   Ethical decision tree,   360   
   Ethical dilemmas,   357   
   Ethical practices,   23   
   Ethical scandals,   419   
   Ethics,   13  

    of   Challenger  decision,   419  
    of  competitive intelligence,   495  
    and job design,   163  
    participative management,   139  
    power, politics and,   357–358  
    teaching in business schools,   359, 361   

   Ethics training,   358, 534–535   
   Ethnic stereotypes,   57   
   Ethnographic method,   556   
   Eurocommuting,   250   
   European Union,   95   
   Evaluation;      see also   Performance 

evaluation   
    of  messages,   388  
    of  organizational change,   539–540   

   Even-the-score motive for theft,   232–233   
   Events-based schema,   98   
   Exception principle of management,   392   
   Exchange tactics,   355   
   Exchange theory,   141–142   
   Excuses,   105   
   Exemplification,   104   
   Existence need,   125–126   
   Expatriate managers  

    and cultural differences,   39  
    cultural guidelines for,   72   

   Expectancy, types of,   133–134   
   Expectancy theory  

    definition,   132  
    first-level outcomes,   132  
    graphic illustration,   133  
    instrumentality,   132  
    and job performance,   197–198  
    kinds of expectancy,   133–134  
    and path–goal theory,   452  
    performance-outcome expectancy,   198  
    and psychological contract,   131  
    and reward classification,   195  
    second-level outcomes,   132  
    usefulness of,   132  
    valence,   132   

   Expectations problem,   209   
   Expected role,   286   
   Experience,   551   

   Firewalls,   381   
   First Amendment,   230, 234   
   First impression errors,   96   
   First-level outcomes,   132   
   Fixed-interval reinforcement schedule,   188   
   Fixed-ratio reinforcement schedule,   189   
   Fixed socialization,   48   
   Flexibility,   500  

    in matrix organizations,   492   
   Flextime,   167–168  

    and work–life balance,   170   
   Follow-up  

    in communication process,   392  
    group decision making,   425  
    individual decision making,   416   

   Food and Drug Administration,   459   
    Forbes,    464, 511   
   Forced ranking,   147–148, 182   
    Foreign Policy,    6   
   Foreign subsidiaries,   501–502   
   Formal groups,   19  

    command groups,   281  
    definition,   280  
    leadership in,   288–289  
    task groups,   281   

   Formalistic structure,   483   
   Formalization,   495   
   Formal organizations,   539   
   Formal power,   343   
   Formal socialization,   48   
   Forming stage of groups,   283   
    Fortune,    201, 443, 464   
   Fortune 500 companies,   52, 72   
   Fortune 1000 firms,   185   
   Foundation for Research on Human 

Behavior,   551   
   401(k) plans,   190–191, 204   
   Fourteenth Amendment,   234   
   Frame of reference,   387–388   
   Framing, individual decisions,   420   
   Fraud  

    definition,   226  
    motivation for,   226  
    opportunity for,   226–227   

   Friendship groups,   281–282   
   Frustration-regression process,   126   
   Functional conflict  

    beneficial,   312  
    characteristics,   311  
    in labor unions,   312   

   Functional departments,   159, 487–488  
    and degree of centralization,   496  
    in Japan,   503  
    in multinational corporations,   503  
    work rules,   495   

   Functional job analysis,   154   
   Fundamental attribution error,   103   
   Future orientation,   39    

  G 

   Gain-sharing plans,   202–203   
   Game playing,   354   
   Gender, and work group diversity,   286   
   Gender-based pay gap,   196   
   Gender differences,   69, 70, 72  

    in expression of emotions,   107  
    impression management,   104   

   Gender egalitarianism,   39   
   Gender equity,   196   
   Generality,   86   
   Generational diversity,   72   
   Generation X,   72   

   Experiments  
    field,   554–555  
    laboratory,   554  
    quasi,   555  
    true,   555   

   Expert power,   342   
   Expression of emotions,   106–107   
   External attribution,   102, 103   
   External change agents,   518–519, 527   
   External communication,   379   
   External forces for change,   525–526   
   External–internal change agent,   519–520   
   External locus of control,   84–85, 452   
   Extinction,   187–188   
   Extranet,   381   
   Extrinsic conditions,   126–127   
   Extrinsic rewards,   153;      see also   Rewards    
   Extrinsic work outcomes,   152–153   
   Extroversion,   82, 84  

    as stress moderator,   257   
   Eye contact,   377    

  F 

   Face-to-face communication,   380, 392   
   Facial expressions,   107, 377   
   Facial feedback hypothesis,   108   
   Factory jobs,   155–156   
   Failure-driven resistance to change,   522   
   Fair Labor Standards Act,   196   
   Fairness,   136–137   
   False impressions,   357   
   Family, role in shaping personality,   81   
   Family IQ Test,   222   
    Fast Company,    297   
   Federal Aviation Administration,   229   
   Federal Bureau of Investigation,   459, 495   
   Federal Reserve System,   241   
   Federal Trade Commission,   412   
   Feedback  

    on accomplishment,   140  
    from change implementation,   525  
    in communication process,   375–376  
    in Delphi technique,   427  
    direct or indirect,   376  
    from face-to-face communication,   380  
    facial,   108  
    to improve communication,   392  
    within organizations,   21  
    regular,   28  
    and successful change,   518  
    from upward communication,   378   

   Feedback loop,   376, 525   
   Feeling of unanimity,   291   
   Felt conflict,   313   
   Femininity,   37   
   Fetal protection policy,   173   
   Fiedler’s contingency leadership model  

    compared to other models,   456  
    critique of,   448–449  
    leader–member relations,   447–448  
    position power,   447–448  
    task structure,   447–448   

   Field experiment,   554–555   
   Field study  

    methods,   553–554  
    problems with,   554   

   Fifth Amendment,   234   
   Figure and ground, law of,   97–98   
   Filtering,   389   
   Final-offer arbitration,   328   
   Financial crisis,   241, 291   
   Financial performance, and diversity,   55   
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   Generation Y,   72  
    as employees,   85  
    and reward systems,   205   

   Genetic basis of differences,   70   
   Geographic departmentalization,   488–489  

    in multinational corporations,   502   
   Germany, decision making in,   423   
   Glass ceiling,   72   
   Global competition  

    characteristics,   5–6  
    and cultural diversity,   56   

   Global competitiveness,   13   
   Global corporations, largest,   5   
   Global economy  

    diversity in,   72  
    Drucker’s views on,   95  
    negotiations in,   329–330   

   Global experience,   465   
   Globalism,   5–6, 9   
   Globalization, changing nature of work,   250   
   Globalization index,   6   
   Globalized countries,   6   
   Global Leadership and Organizational Behavior 

Effectiveness project,   38–40   
   Global market,   13   
   Goal(s);      see also   Objectives   

    definition,   138  
    of  groups,   280, 282  
    of  introspection development,   536  
    management by objectives,   529  
    and motivation,   122  
    mutually exclusive,   315  
    specific  vs.  vague,   140–141  
    of  total quality management,   537   

   Goal commitment,   138   
   Goal differences  

    causes of,   314–315  
    and perception of reality,   315   

   Goal difficulty,   138   
   Goal intensity,   138   
   Goal-oriented organizational structure,   481–482   
   Goal setting  

    applied to organizations,   139  
    in decision making,   410–411  
    definition,   138  
    description,   138–140  
    feedback,   140  
    field experiments,   140–141  
    in group decision making,   424  
    research findings,   140–141  
    and self-efficacy,   87   

   Goal-setting programs,   141, 193–194   
   Goal-sharing,   202–203   
   Goal specificity,   138   
   Golem effect,   97   
   Good-guy/bad-guy team,   326   
   Gossip,   393   
   Grand theft,   231   
   Grapevine,   393, 394, 396   
   Great Depression,   14   
   Group behavior,   18–19  

    conflict,   19  
    power and politics,   19   

   Group composition,   285   
   Group decision making,   423–430  

    alternative solutions,   424  
    Army Special Forces,   424  
    creativity in  

    characteristics,   426  
    examples,   426  
    lateral thinking,   425  

    evaluating  vs.  identifying solutions,   414  
    goals and objectives,   424  
    implementation,   425  
     versus  individual decision making,   424–425  

Groups—Cont.

    and motivation,   277  
    mutually exclusive goals,   314–315  
    nature of,   279–280  
    nominal,   279  
    perceptual differences,   315  
    permanent,   284  
    positive group effect,   287  
    reasons for forming  

    attraction,   282  
    common goal,   282  
    economic benefits,   282  
    esteem needs,   282  
    proximity,   282  
    security needs,   282  
    social needs,   282  

    size of,   279  
    sources of attraction,   290  
    status hierarchy,   315  
    temporary,   284  
    varieties of,   279   

   Group stressors,   244, 245  
    downsizing,   249  
    inadequate career development,   249  
    intra-/intergroup relationships,   248  
    lack of performance feedback,   249  
    organizational culture,   249  
    organizational politics,   248–249  
    participation level,   248   

   Group style of leadership,   450   
   Groupthink,   291–292   
   Group value theory,   136   
   Growth need,   125–126   
   Growth needs,   161   
   Growth tendency,   413    

  H 

   Haas School of Business,   361   
   Halo effect,   100–101   
   Hardiness,   248   
    Harvard Business Review,    549   
   Harvard Business School,   359   
   Harvard University,   14   
   Hawthorne effect,   14   
   Hawthorne studies,   13–15   
   Hazardous jobs,   163, 173   
   Health  

    and biofeedback,   266  
    and burnout,   254  
    effect of stress on,   255  
    and employee assistance programs,   262  
    and job-related illness,   463, 469  
    relation to stress,   247  
    and Type A behavior pattern,   257  
    wellness programs,   263–265   

   Heredity factors  
    in individual differences,   70–73  
    in personality,   80–81   

   Hersey-Blanchard leadership theory;     
 see   Situational leadership theory    

   Heterogeneous departments,   159   
   Heterogeneous groups,   285   
   Hierarchy  

    in boundaryless organizations,   506  
    status,   285, 315   

   High-level decisions,   378   
   High-risk occupations,   222   
   Hiring practices,   83, 87   
   Hispanics,   6–7, 54   
   Historical studies,   549–550   
   Home office,   296   
   Home–work integrators,   296   

Group decision making—Cont.

    for knowledge-based organizations,   426  
    need for,   424  
    for nonprogrammed decisions,   424–425  
    problems  

    conformity,   427  
    downward norm setting,   427  
    idea production blocking,   427  
    social loafing,   427  

    quality–method relationship,   425  
    research findings,   425  
    solution selection,   425  
    stimulating creativity,   426–429  

    brainstorming,   427  
    Delphi technique,   427  
    nominal group technique,   427–429   

   Group goals,   282   
   Group harmony,   107   
   Group-level decision style,   450   
   Group prejudices,   99   
   Groups;      see also   Intergroup conflict ;  Teams   

    accountability,   277  
    autonomous work groups,   288–289  
    changes between  

    decreased communication,   317–318  
    distorted perceptions,   317  
    negative stereotyping,   317  

    changes within  
    autocratic leadership,   316–317  
    emphasis on loyalty,   316  
    focus on activity,   317  
    increased cohesiveness,   316  

    characteristics  
    cohesiveness,   289–290  
    composition,   285  
    groupthink problem,   291–292  
    leadership,   288–289  
    norms,   287–288  
    roles,   286  
    status hierarchy,   285  

    common goal,   280  
    compared to teams,   277–279  
    conflict resolution methods  

    accommodating approach,   319  
    avoiding conflict,   321  
    compromising,   321–322  
    dominating approach,   318–319  
    focus on subordinate goal,   319–321  
    problem solving,   319  

    conformity within,   288  
    criteria for effectiveness,   292–293  
    decreasing cohesiveness,   291  
    definition,   277  
    depth of commitment,   277  
    development stages,   282–284  

    adjourning,   285  
    forming,   283  
    norming,   283–284  
    performing,   285  
    storming,   283  

    differing time horizons,   315  
    formal,   19  

    command groups,   281  
    definition,   280  
    task groups,   281  

    heterogeneous,   285  
    homogeneous,   285  
    informal,   19  

    definition,   281  
    friendship groups,   281–282  
    interest groups,   281  

    integrated model of formation,   280  
    interaction within,   279  
    job relationships,   159–160  
    with limited resources,   315  
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   Homicide,   223, 224  
    case,   236–239   

   Homogeneous groups,   285   
   H1N1 flu outbreak,   99   
   Honesty test,   555   
   Horizontal communication,   378–379   
   Horizontal differentiation,   496   
   Horizontal specialization,   485   
   Hostile work environment,   221   
   Hours of work  

    compressed workweek,   167  
    flextime,   167–168   

   Housing bubble,   291   
   Humane orientation,   39   
   Humanistic interventions,   541   
   Humanistic orientation,   11   
   Human resource management,   5  

    at Roche Pharmaceutical,   264   
   Human resources  

    as assets,   4  
    Hawthorne studies,   13–15  
    power of,   5   

   Hygiene factors,   126, 127  
    across cultures,   128   

   Hypothalamic-pituitary adrenal 
system,   253    

  I 

   Idea production blocking,   427   
   Illicit drug users,   227–228   
   Illusion of invulnerability,   291   
   Illusion of power,   350–352   
   Impact of problems,   413   
   Implementation  

    of  change,   539–540  
    of  decisions,   415–416  
    in group decision making,   425  
    values in,   418   

   Importance of demands,   243–244   
   Impression management,   354  

    by admitting mistakes,   357  
    case,   116–117  
    definition,   103  
    and false impressions,   357  
    gender differences,   104  
    interpersonal process,   104  
    by job applicants,   103–104, 105  
    model of,   104–105  
    self-handicapping,   357  
    tactics  

    exemplification,   104  
    ingratiation,   104  
    intimidation,   104, 356  
    purpose of,   357  
    self-promotion,   104, 356–357  
    supplication,   104  

    as theater,   104  
    universality of,   356   

   Inaccurate perceptions,   315   
   Incentive pay plans,   191   
   Incentives problem,   209   
   Incivility,   225–226   
   Indiana University Kelley School of 

Business,   359   
   Indirect aggression,   222–223   
   Indirect feedback,   376   
   Individual approaches to stress management  

    biofeedback,   265–266  
    cognitive techniques,   265–266  
    meditation,   265–266  
    relaxation training,   265–266   

   Individual attention,   462   

   Informational justice,   137–138   
   Informational support,   258   
   Information Era,   390–391   
   Information overload,   384, 390–391   
   Information power,   345   
   Information richness,   379–380   
   Information technology  

    effect on management,   8–9  
    electronic meetings,   384  
    e-mail,   381  
    extranet,   381  
    and information overload,   384  
    instant messaging,   381  
    Internet,   380  
    intranet,   381  
    jobs in,   8  
    smart phones,   383  
    teleconferencing,   384  
    text messaging,   382  
    use by leaders,   13  
    videoconferencing,   384  
    voice mail,   383–384  
    Web conferencing,   384   

   Ingratiating tactic,   354   
   Ingratiation,   104   
   In-group collectivism,   38, 39   
   In-group language,   389–390, 394   
   Initiating structure behavior,   445–446   
   Innovation,   22  

    and change management,   513–514  
    from creativity,   87  
    from diversity,   55   

   Inputs, in equity theory,   134, 135   
   Inspirational appeals tactic,   354   
   Instant messaging,   381   
   Institute for Social Research,   251   
   Instrumentality,   132   
   Insurgency game,   354   
   Integrating strategy,   529   
   Integrative negotiating,   326   
   Integrity,   23   
   Integrity test,   555   
   Intellectual stimulation,   462   
   Intelligence;      see also   Emotional intelligence   

    kinds of,   110–111  
    of  leaders,   442–443, 444  
    multiple,   110   

   Intensity,   121   
   Intention to misbehave,   218–219   
   Interaction  

    in groups,   279  
    in virtual teams,   295   

   Interdepartmental power,   348–350   
   Interdependence,   325   
   Interest groups,   281   
   Intergroup conflict  

    beneficial possibilities,   311  
    case,   337–338  
    causes  

    goal differences,   314–315  
    perceptual differences,   315  
    word interdependence,   313–314  

    conflict-resolution grid,   318  
    consequences of dysfunctional conflict,   

316–318  
    constructive,   322–324  
    contemporary perspective,   310–313  
    between divisions,   309  
    dysfunctional conflict,   311–312  
    functional conflict,   311  
    inevitable,   310–311  
    managing,   318–322  
    optimal level of,   312  
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    overview,   322  

   Individual differences  
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framework,   67–68  
    demographic factors,   69  
    gender-related,   69, 70, 72  
    and halo effect,   100–101  
    importance for organizational 

behavior,   67  
    in job perception,   160–161  
    in perception of job,   153–154  
    in perceptual process,   95–97  
    risk in aggression,   223  
    stress moderators,   244  
    stress outcomes  

    behavioral,   253  
    burnout,   254–255  
    cognitive,   253  
    depression,   252–253  
    job performance,   251–252  
    physiological,   253–254  
    psychological,   252–253  

    and theft,   232  
    and work behavior  

    abilities and skills,   73–75  
    attitudes,   75–80  
    basis for understanding,   69–70  
    diversity,   70–73  
    emotional intelligence,   74  
    heredity factors,   70–73  
    mental ability,   73–74  
    personality,   80–88  
    tacit knowledge,   74   

   Individualism,   36, 37   
   Individual-level decision style,   450   
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    behavior in work groups,   14  
    in expectancy theory,   132–133  
    factor in employee motivation,   121–122  
    need deficiencies,   121–122  
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    characteristics,   17  
    motivation,   17  
    rewards,   18  
    stress manifestations,   18  

    resistance to change,   520–533  
    and work group conflict,   50   

   Individual stressors,   244, 245  
    and hardiness,   248  
    and health/disease,   247  
    overload–underload continuum,   247  
    pace of change,   247–248  
    role conflict,   246  
    work and nonwork roles,   246  
    work overload,   246–247  
    work underload,   247   

   Industrialization,   10, 155   
   Industrial Revolution,   10   
   Influence  

    compared to power,   339  
    in decision-making power,   344–345  
    from legitimate power,   341  
    political tactics,   354–356   

   Informal groups,   19  
    definition,   281  
    friendship groups,   281–282  
    interest groups,   281  
    leadership in,   289   

   Informalistic structure,   483   
   Informal power,   343   
   Information  

    for intended change,   516–517  
    negative,   411–412  
    prior to information technology era,   9  
    regulating flow of,   392   
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    felt conflict,   313  
    manifest conflict,   313  
    perceived conflict,   312   

   Intergroup relationships,   248, 287–288   
   Intermittent reinforcement,   188   
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   Internal change agents,   519   
   Internal forces for change,   526   
   Internal locus of control,   84–85, 452   
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    and cyberslacking,   229–230  
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   Interpersonal influence,   18–19  
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   Interpersonal justice,   137   
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    coercive power,   342  
    expert power,   342  
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    referent power,   342–343  
    reward power,   342  
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   Interpersonal style differences,   385   
   Interpretation of messages,   388   
   Interviewing, research on,   96   
   Intimidation,   104, 356   
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   Intranet,   381   
   Intrinsic conditions,   126–127   
   Intrinsic motivation,   136, 152–153   
   Intrinsic rewards,   153;      see also   Rewards    
   Intrinsic work outcomes,   152–153   
   Introspection development,   535–536   
   Intuition, from introspection,   536   
   Intuitive decision making,   417   
   Investiture,   48   
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    decision making in,   423  
     keiretsu,    506  
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    job enlargement,   162–163  
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167–170  
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    self-managed teams,   166–167  
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    job relationships,   159–160  
    job rotation,   161–162  
    line-of-sight concept,   204  
    and performance outcomes,   152–154  
    problems associated with,   165–166  
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    range and depth,   158–159  
    and sociotechnical theory,   171–172  
    and task significance,   156  
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171–172   
   Job design strategies,   161   
   Job dissatisfaction,   126–127  

    in mass production jobs,   162  
    from stress,   256   

   Job embeddedness,   170–171   
   Job enlargement,   162–163  

    and change,   530  
    and job enrichment,   164   
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    alternative work arrangements,   167–170  
    and change,   530  
    definition,   128–129  
    implementation,   163–165  
    job characteristics model,   164–165  
    and job enlargement,   164  
    and job specialization,   164  
    self-managed teams,   166–167  
    virtual teams,   168–170   

   Job involvement,   153  
    and burnout,   254   

   Job issues,   122   
   Job loss,   241  

    and economic downturns,   168  
    fear of,   14  
    in manufacturing,   156   

   Job performance  
    capacity to perform,   119  
    and cohesiveness,   290–291  
    determinants,   119–121  
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    intensity component,   121  
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    in electronic office,   157  
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103–104, 105  
    personality assessments,   83  
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    model of,   164–165  
    Requisite Task Attribute 
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    social setting differences,   161  
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    definition,   154  
    measuring,   160  
    perceived,   160  
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   Job context,   155   
   Job depth  

    definition,   158  
    perception of,   160  
    purpose,   158–159   

   Job description,   154, 157   
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    candidates for,   165  
    case,   176–178  
    conceptual model,   151–152  
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    and effective job performance,   149  
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    goals of,   151  
    and individual differences,   
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    intrinsic motivation,   152–153  
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    too narrow,   161   
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   Job requirements,   154–155   
   Job rotation,   161–162   
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    definition,   77, 153  
    examples,   78  
    extrinsic conditions,   126, 127  
    factors associated with,   77  
    from flextime,   168  
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   Job specialization,   164   
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  L 

   Laboratory experiments,   554   
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   Labor demand and supply,   8   
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    transactional,   460–461  
    transformational,   461–462  
    value of global experience,   465  
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    visionary,   459   

   Leadership climate,   538   
   Leadership neutralizer,   467   
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   Leadership process,   21   
   Leadership situation,   440, 444, 446;      see also   Sit-

uational approaches to leadership    
   Leadership styles  

    autocratic,   516  
    controlling,   447  
    in path–goal model,   452  
    in situational theory,   454  
    in Vroom-Jago model,   450   

   Leadership training,   448   
   Learned need theory of motivation,   130–131  

    criticisms of,   130–131  
    graphic illustration,   131   
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    change management principles,   517–518  
    from introspection,   536  
    observational,   195  
    from reinforcement theory,   186   

   Learning organization philosophy,   532   
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    capacity for change,   523  
    characteristics,   523–524   
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   Legitimating tactics,   355   
   Likelihood to sexually harass,   221–222   
   Limited resources,   315   
   Line-of-sight concept,   204   
   Line- versus -staff  game,   354   
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    over pay for women,   196  
    over racial harassment,   71   
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    internal and external,   84–85  
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   Long-range planning,   492   
   Long-term orientation,   37, 38   
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   Love contract,   221   
   Love need,   123–124   
   Low personal accomplishment,   254   
   Loyalty, in groups,   316    
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   Malfeasance,   394   
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    capitalizing on diversity,   56  
    downsizing of,   494  
    exception principle,   392  
    first general theory of,   11  
    Follett’s views on,   13–14  
    forces reshaping,   5–9  

    competitive environment,   5  
    cultural diversity,   6–7  
    globalism,   5–6  
    power of human resources,   5  
    psychological contract,   7  
    rapidity of change,   7  
    technology,   7–9  

   Lateral thinking,   425   
   Law of closure,   97–98   
   Law of figure and ground,   97–98   
   Law of interorganizational conflict,   313   
   Law of nearness,   97–98   
   Law of similarity,   97–98   
   Layoffs,   137, 192, 241, 249   
   Leader Behavior Description Questionnaire,   446   
   Leader issues,   122   
   Leader–member exchange,   467   
   Leader–member relations,   447–448   
   Leaders  

    achievement-oriented,   452  
    charismatic,   457, 459–460  
    directive,   452  
    formal or informal,   440  
    noncharismatic,   458  
    and organizational behavior,   13  
    participative,   452  
    position power,   447–448  
    practical intelligence,   74–75  
    superleaders,   441  
    supportive,   452  
    for   21st century, 4–5   

   Leadership  
    actions to change situations,   448  
    autocratic,   316–317, 450  
    behavioral approaches  

    consideration,   445–446  
    employee-centered,   445  
    initiating structure,   445–446  
    job-centered,   445  
    shortcomings,   446  

    characteristics,   342, 439–441  
    charismatic,   457–460  
    coaching,   463–464  
    commonalities,   441  
    crisis-based,   459  
    cross-cultural research,   465–466  
    definition,   440  
    developing,   443  
    effectiveness criteria,   445, 466  
    effect on performance,   441–442  
    elimination of,   289  
    in groups  

    formal groups,   288–289  
    informal groups,   289  

    historical studies,   439  
    influential people,   439  
    lack of age limits,   442  
    main issues,   439  
    measure of effectiveness,   439  
    multicultural,   465–466  
    noncharismatic,   458  
    for organizational citizenship 

behaviors,   129  
    personal behavior theory,   446  
    relationship-oriented,   447, 467  
    servant type,   464  
    situational approaches  

    comparison of models,   456  
    criticisms of,   455  
    Fiedler’s contingency model,   447–449  
    Hersey-Blanchard model,   453–455  
    path–goal model,   452–453  
    Vroom-Jago model,   449–452  

    substitutes for,   467–468  
    task-oriented,   447, 468  
    of  teams,   441–442  
    trait theory  

    intelligence,   442–443, 444  
    personality,   443, 444  
    physical characteristics,   443–444  
    shortcomings,   446  
    supervisory ability,   444  
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    functions,   11  
    during industrialization,   10  
    interventions in misbehavior,   219–220  
    origins of,   9–11  
    participative,   139  
    of  people,   4  
    and quality of work life,   151  
    role in total quality management,   537  
    scientific,   10–11  
    value principles for,   23  
    of  virtual teams,   169   

   Management, Spirituality, and Religion Interest 
Group,   57–58   

   Management by exception,   460   
   Management by objectives,   528–529, 531, 536   
   Managers  

    appeal of situational leadership theory,   454  
    with centralized authority,   486–487  
    as change agents,   517  
    change management approaches,   515–517  
    communication feedback,   376  
    as communicators,   77, 372  
    competitive forces facing,   5  
    and content theories of motivation,   123  
    coping with national culture,   35  
    with decentralized authority,   486  
    decision making by,   20  
    diagnosing need for change,   526–527  
    effective use of power,   358–359  
    effect of decisions on careers,   407  
    effect on attendance and behavior,   197  
    effects of national origin,   39–40  
    ethical behavior,   357–358  
    and globalization,   5–6  
    globally experienced,   465  
    goal setting for,   140  
    and halo effect,   100–101  
    implications of attitudes,   75, 76  
    implications of attribution theory,   103  
    implications of self-efficacy,   87  
    increasing job embeddedness,   171  
    and information technology,   8–9  
    interpersonal communication,   385  
    and job enrichment,   163–164  
    job rotation strategy,   161–162  
    as leaders,   10  
    leading by example,   233  
    optimal decision making,   415  
    organizational structure decisions,   482–483  
    perception of cultural practices,   38–40  
    perspective on motivation,   121  
    perspective on privacy,   234  
    power of,   19  
    practical intelligence,   74–75  
    and process theories of motivation,   123  
    recognizing individual differences,   69–70  
    recognizing sexual harassment,   222  
    scalar chain,   498  
    sources of powerlessness,   346  
    span of control,   159, 493–494  
    and systems theory,   24–25  
    as third-party negotiators,   328  
    useful schemas,   98   

   Managing employee misbehavior;     
 see also   Misbehavior   

    cross-disciplinary theme,   217  
    definition,   215  
    emergence of study,   217  
    examples of misbehavior,   215–215, 220  
    management interventions,   219–20   

   Manifest conflict,   313   
   Manufacturing organizations,   488   
   Markets, borderless and global,   5   
   Masculinity,   36, 37   

   Misappropriation,   231   
   Misbehavior  

    aggression,   222–224  
    antecedents,   217  
    Bernard L.Madoff Securities,   220  
    bullying,   224–225  
    case,   236–239  
    costs of,   219  
    cyberslacking,   229–230  
    examples,   215–216, 220  
    fraud,   226–227  
    ImClone Systems,   220  
    incivility,   225–226  
    management interventions,   219–110  
    mediators,   218–219  
    model,   218  
    nonfatal assaults,   224  
    occupational crime,   217  
    organizational crime,   217  
    outcomes,   219  
    preventive steps,   233  
    privacy violations  

    e-mail,   234  
    organizational threshold,   234–235  
    testing policy,   235  

    Rite Aid Corporation,   220  
    sabotage,   230–231  
    sexual harassment,   220–222  
    Siemens Corporation,   220  
    STEAL model of theft,   232–233  
    substance abuse,   227–229  
    theft,   231–233  
    violence,   222–224  
    white-collar crime,   217  
    Xerox Corporation,   220   

   Mission statement, Medtronic,   43   
   Modeling,   195   
   Moderator,   244, 256;      see also   Stress moderators    
   Monochronic cultures,   386   
   Moods,   106   
   Moore’s law,   7   
   Motion and time studies,   155–156   
   Motivation  

    best-practices ideas,   148  
    capacity component,   119  
    case,   146–148  
    conclusions on,   142–143  
    content theories  

    ERG theory,   125–126  
    graphic comparison,   131  
    learned needs theory,   130–131  
    managerial implications,   123  
    need hierarchy theory,   123–125  
    synopsis of,   131  
    two-factor theory,   126–130  

    determinants of job performance,   
119–121  

    direction component,   121  
    exchange theory,   141  
    five R’s of,   205  
    for fraud,   226  
    general model of process,   122  
    goal-directed,   122  
    goal of reward system,   189  
    IBM example,   119  
    incentive pay plans,   191  
        of  individuals,   17  , 121–122
    intensity component,   121  
    intrinsic,   152–153  
    and job enlargement,   162  
    job issues,   122  
    for job performance,   197–198  
    leader issues,   122  
    in matrix organizations,   492  
    in open pay system,   192  

   Mass production jobs,   162   
   Matrix model of organizational design  

    achieving,   491  
    advantages,   492  
    definition,   490  
    differing forms of,   492–493  
    dual authority system,   491  
    individual success in,   486  
    kinds of organizations with,   491   

   MBA programs,   359   
   Mechanistic model of organizational design  

    bureaucracy,   498–499  
    compared to organic model,   500  
    principle of authority,   498  
    principle of specialization,   497  
    principle of unity of direction,   498  
    scalar chain principle,   498  
    at United Parcel Service,   499   

   Mechanistic structure,   483   
   Mediation,   328   
   Mediators of misbehavior,   218–219   
   Medical testing,   235   
   Meditation,   266   
   Medium of communication,   375   
   Men  

    view of sexual harassment,   222  
     versus  women in education,   196   

   Mental ability,   73–74   
   Mentor,   51   
   Mentoring  

    areas of,   51  
    career-support functions,   52  
    guidelines,   51, 52  
    number of relationships,   52  
    phases of relationship,   53  
    psychosocial influences,   52–53  
    value of,   52  
    and workforce diversity,   54   

   Mentors,   463, 535   
   Mentorship programs,   535   
   Merit, rewards based on,   197   
   Message(s)  

    action based on,   388  
    and attitude change,   77  
    in communication process,   374–375  
    conflicting,   377  
    confusing,   375  
    decoding,   375  
    evaluation of,   388  
    follow-up,   392  
    improving,   391  
    interpretation of,   388  
    medium of,   375  
    and noise,   376  
    nonverbal,   376–377  
    receivers of,   375  
    screening out,   391  
    timing of,   394  
    unintended,   374  
    verbal vs. nonverbal,   374   

   Meta-analysis,   82  
    definition and uses,   555–556  
    of  performance feedback,   184  
    of  political influence tactics,   355–356   

   Mexican Americans,   38   
   Mexico  

    cultural characteristics,   72  
    decision making in,   423  
    flu outbreak of   2009, 99   

   Middle managers  
    in Japan,   503  
    programmed decisions,   410   

   Millennials,   72, 85, 205   
   Mimicking,   107   
   Minorities, best companies for,   44   
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    higher- or lower-level,   125–126  
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   Negative information,   411–412   
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    cultural differences,   329–330  
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    third-party,   328  
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   Nominal group,   279   
   Nominal group technique,   427–429   
   Nonbureaucratic structure,   483   
   Noncharismatic leaders,   458   
   Nonfatal assaults,   224   
   Nonprogrammed decisions,   410  

    in group decision making,   424–425   
   Nonverbal communication  

    contradictory,   377  
    physical cues,   376  
    research findings,   377  
    unique qualities,   376–377   

   Nonverbal cues,   377   
   Nonwork roles,   246   
   Nonwork stressors,   244, 245, 249, 250   
   Normative,   449   
   Norm conformity  

    intergroup relationships,   287–288  
    personal characteristics,   287  
    situational factors,   287   

   Norming stage of groups,   283–284   

   Norms,   35  
    cultural factors,   288  
    of  groups,   287–288  
    intergroup relationships,   287–288  
    positive group effect,   287   

   North American Free Trade Agreement,   95   
   North Atlantic Treaty Organization,   422   
   Nurture,   81    

  O 

   Obedience experiment,   350–352   
   Objective job properties,   160   
   Objectives  

    of  change,   540  
    in decision making,   410–411  
    of  ethics training,   534–535  
    in group decision making,   424  
    optimal or suboptimal,   415  
    organizational  vs.  societal,   415  
    values in,   418   

   Objective work outcomes,   152   
   Objectivity, developing,   536   
   Observational learning,   195   
   Obstacles, overcoming,   105   
   Occupational crime,   217   
   Occupational Safety and Health 

Administration,   222   
   Occupations  

    with burnout,   254, 255  
    fastest-growing,   157  
    high-risk,   222   

   Off-the-job training,   531   
   Ohio State University,   445–446   
    One Minute Manager  (Blanchard and 

Johnson),   189   
   One-way communication,   375–376   
   Online collaboration services,   384   
   On-the-job training,   531   
   Open-mindedness, for team effectiveness,   298   
   Openness,   426   
   Openness to experience,   83, 84  

    as stress moderator,   257   
   Open pay system,   191–192   
   Operant conditioning,   186   
   Operants,   186   
   Opinion conformity,   105   
   Opportunistic reaction,   325   
   Opportunity problems,   412   
   Opportunity to perform,   119–21   
   Opposing ideas dismissed,   291   
   Optimal objective,   415   
   Organic model of organizational design  

    characteristics,   500  
    compared to mechanistic model,   500  
    flexibility,   500  
    and self-managed teams,   500–501   

   Organic structure,   483   
   Organizational authority,   341   
   Organizational behavior  

    as scientific method,   12  
    applications orientation,   12  
    case,   32–33  
    and changing work ethic,   17  
    definition,   11  
    disciplines contributing to,   12  
    forces reshaping management 

practices,   5–9  
    framing study of  

    group behavior,   18–19  
    individuals,   15–18  
    interpersonal influence,   18–19  
    organizational environment,   15  

Motivation—Cont.
    opportunity component,   119–121  
    organizational citizenship behaviors,   129  
    organizational issues,   122  
    from performance evaluation feedback,   

183–184  
    persistence,   121  
    process theories,   131–141  

    equity theory,   134–138  
    expectancy theory,   132–134  
    goal setting,   138–141  

    and psychological contract,   141–142  
    from reward systems,   194–195  
    role in shaping behavior,   119  
    in STEAL model of theft,   232–233  
    and task significance,   156  
    Vroom’s theory,   121  
    willingness component,   119–121   

   Motivation theory,   17   
   Multicultural communication  

    attitudes toward space,   386  
    attitudes toward time,   386–387  
    cross-cultural problems,   386  
    definition,   385  
    successful,   387  
    words,   385–386   

   Multicultural leadership,   465–466   
   Multidisciplinary orientation,   11, 12   
   Multifaceted approach to change,   536–537   
   Multinational corporations  

    cross-country differences,   501  
    Federal Express approach,   502  
    foreign subsidiaries,   501–502  
    functional departments,   503  
    geographical departments,   502  
    Japanese approach,   503  
    product-based departments,   502  
    replication process,   501   

   Multinational structure/design,   501–503   
   Multiple-grade performance appraisal,   199–200   
   Multiple intelligence,   110   
   Multisource feedback;      see   360-degree feedback 

programs    
   Mutually exclusive goals,   314–315   
   Mutual trust,   393   
   Myers-Briggs Inventory,   82    

  N 

   Nam Sumran,   266   
   National Aeronautics and Space 

Administration,   539  
     Challenger  space shuttle,   419   

   National cultures  
    adaptation to new environments,   35–36  
    China,   72  
    definition,   35  
    Mexico,   72  
    Russia,   72  
    subcultures in,   35  
    values, norms, customs, and rituals,   35   

   National Institutes of Health,   8, 258   
   National Medical Health Association,   252   
   Native Americans,   54   
   Natural sequence of work,   485   
   Nature  vs.  nurture controversy,   80–81   
   Nearness, law of,   97–98   
   Need deficiencies,   121–122   
   Need hierarchy theory  

    compared to ERG theory,   125–126  
    graphic illustration,   131  
    little support for,   125  
    and psychological contract,   142  
    research findings,   125   
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    GLOBE project,   38–40  
    group contribution,   277  
    Hawthorne studies,   13–15  
    humanistic orientation,   11  
    ideal work setting,   3–5  
    importance of individual differences,   67  
    importance of studying,   11–15  
    importance of values,   36  
    leaders and,   13  
    levels of analysis,   22–24  
    multidisciplinary view,   11–12  
    and organizational change,   22, 517  
    and organizational processes,   19–21  
    performance orientation,   11–12  
    systems theory,   24–28  
    topics for studying and understanding,   16  
    as way of thinking,   11   

    Organizational Behavior and Human Decision 
Processes,    549   

   Organizational change,   22;      see also  
Change   entries    

   Organizational citizenship,   136   
   Organizational citizenship behavior,   

129, 225   
   Organizational commitment,   136, 198   
   Organizational communication;      see also   

Communication   
    barriers to,   387–391  
    confusing,   375  
    diagonal,   379  
    downward,   377–378  
    ethical principles,   394  
    external,   379  
    grapevine,   393, 394, 396  
    horizontal,   378–379  
    importance of,   371–372  
    improvement steps,   391–394  
    upward,   378   

   Organizational crime,   217   
   Organizational culture  

    at The Body Shop,   43  
    case,   62–63  
    creating  

    core values,   44  
    customer-service culture,   44–45  
    diversity culture,   45–46  
    ethical culture,   45  

    defining,   40–41  
    effective socialization,   50–59  

    cultural diversity,   54–56  
    mentoring,   51–54  
    spirituality,   56–59  

    effects of,   42–43  
    evolution of,   44  
    examples,   40  
    impediment to change,   539  
    influencing change,   46–47  
    at Johnson & Johnson,   43  
    at Medtronic,   43  
    at Nordstrom,   44–45  
    at PepsiCo,   45  
    performance-based,   204  
    person–organization fit,   47  
    positive,   47  
    role in bullying,   224  
    shared expectations, values, and 

attitudes,   421  
    socialization process  

    accommodation,   50  
    anticipatory,   49, 51  
    career-stages model,   49  
    definition,   47  
    process model,   48–49  
    role management,   50  

Organizational structure—Cont.
    delegation of authority  

    decision guidelines,   487  
    reasons to centralize,   486–487  
    reasons to decentralize,   486  

    departmental bases,   487–493  
    design of,   482–483  
    dimensions of,   494–497  

    centralization,   495–496  
    complexity,   496–497  
    formalization,   495  

    division of labor,   483–485  
    as framework,   481  
    goal-oriented,   481–482  
    horizontal differentiation,   496  
    matrix model,   490–493  
    multinational,   501–503  
    span of control,   493–494  
    terminology for,   483  
    vertical differentiation,   496  
    virtual organizations,   503–507   

   Organizational values,   38   
   Organizations  

    barriers to change  
    failure-driven resistance,   522  
    functional orientation,   522  
    professional orientation,   522  
    structural inertia,   522  
    threats to power balance,   522  

    best-practice ideas,   148  
    competitive advantage,   7–8  
    competitive environment,   486  
    consensual relationship agreements,   221  
    consequences of stress  

    absenteeism and turnover,   256  
    customer dissatisfaction,   256  
    economic costs,   255  
    examples of costs,   256  
    health problems,   255  
    job dissatisfaction,   256  
    poor decision making,   255  

    contributions to society,   9  
    contribution to burnout,   254  
    corporate social responsibility,   462  
    cost of employee benefits,   193  
    costs of misbehavior,   219  
    deficit thinking in,   537  
    defined by workforce,   68  
    departmentalizing,   159  
    distribution of power in,   343  
    downsizing,   494  
    effectiveness in,   22–24  
    effect of rewards  

    absenteeism,   197  
    commitment,   198  
    job performance,   197–198  
    turnover,   197  

    employee privacy,   234–235  
    environment of,   15  
    ethics training programs,   358  
    forces reshaping,   5–9  

    competitive forces,   5  
    cultural diversity,   6–7  
    globalism,   5–6  
    power of human resources,   5  
    psychological contract,   7  
    rapidity of change,   7  
    technology,   7–9  

    goal-oriented,   481–482  
    identifying talent,   5  
    information sources,   550  
    knowledge-based,   426  
    larger environment of,   25  
    learning organizations,   523–524  
    with matrix structure,   491  

Organizational culture—Cont.
    socialization stages,   261  
    at Southwest Airlines,   42–43  
    stability,   42  
    and stress,   249  
    supportive,   46  
    sustaining,   47–50  
    three-layer model,   40–41  
    with total quality management,   171  
    weak  vs.  strong,   42   

   Organizational design  
    behavioral influences,   481  
    centralization of,   496  
    decisions about,   483  
    definition,   482  
    and forms of communication,   377–379  
    impact on corporate social 

responsibility,   484  
    models  

    matrix model,   486, 490–493  
    mechanistic,   497–499  
    multinational,   501–503  
    organic,   500–501  
    virtual organizations,   505  

    and team-based rewards,   201–202   
   Organizational development  

    model for management of,   524–525  
    reeducation strategy,   517   

   Organizational goals, and 
cohesiveness,   290   

   Organizational identity,   42   
   Organizational issues,   122   
   Organizational justice  

    distributive justice,   136  
    informational justice,   137–138  
    interpersonal justice,   137  
    procedural justice,   136–137   

   Organizational objectives,   415   
   Organizational performance  

    and individual performance,   17  
    and intergroup conflict,   312   

   Organizational political behavior  
    examples,   352–353  
    game playing,   354  
    impression management,   356–357  
    intimidation,   356  
    personal characteristics,   353  
    playing politics,   353–354  
    political influence tactics,   354–356  
    self-handicapping,   357  
    self-promotion,   356–357   

   Organizational politics,   248–249   
   Organizational power  

    case,   366–367  
    effective use of,   359   

   Organizational processes  
    behavioral,   19–20  
    communication,   20  
    decision making,   20  
    feedback,   21  
    leadership,   21   

   Organizational socialization;      
see  Socialization  entries    

   Organizational stress,   244   
   Organizational stressors,   244, 245;      see also  

 Group stressors    
   Organizational structure,   21–22, 

481–497  
    altering,   324  
    alternative structures,   483  
    behavioral influences,   481  
    boundaryless organizations,   505–506  
    case,   511–512  
    as control mechanism,   343  
    decisions leading to,   483  
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   Pay for knowledge plan,   501   
   Pay gap, gender-based,   196   
   Pay grades,   199–200   
   Pay rates,   199   
   Pension plans,   193   
   People approaches to change,   531–536  

    ethics training,   534–535  
    and individual change,   532  
    introspection development,   535–536  
    learning organization philosophy,   532  
    mentorship programs,   535  
    team building,   532–533  
    and workforce diversity,   533   

   Pepperdine University,   361   
   Perceived conflict,   312   
   Perceived role,   286   
   Perception  

    and attribution theory,   101–102  
    as cognitive process,   95–96  
    cues that influence,   96–97  
    definition,   94  
    distorted,   317  
    and emotions,   109  
    environmental stimuli,   95–96  
    first impression errors,   96  
    halo effect,   100–101  
    and impression management,   105  
    inaccurate,   96, 315  
    and needs/desires,   101  
    selective,   96  
    size constancy problem,   93–94  
    subjective,   94  
    of  superiors and subordinates,   96   

   Perception problem,   209   
   Perceptual differences  

    and communication,   385  
    differing perspective,   315  
    distorted perceptions,   317  
    inaccurate perceptions,   315  
    status incongruency,   315   

   Perceptual gap,   96   
   Perceptual grouping  

    attribution theory,   101–103  
    divided attention,   100  
    Golem effect,   97  
    halo effect,   100–101  
    laws of,   97–98  
    needs and perception,   101  
    and prejudice,   99  
    Pygmalion effect,   97  
    schemas for managers,   99  
    selective attention,   100  
    similar-to-me errors,   101  
    situational factors,   101  
    stereotyping,   99–100   

   Perceptual problems,   411–412   
   Perceptual process,   93–97  

    definition of perception,   94  
    environmental stimuli,   95–96  
    first impression error,   96  
    individual interpretation,   95–96  
    misinterpreting stimuli,   96  
    selection,   96  
    similar-to-me error,   96  
    translation,   96   

   Performance,   182  
    best-practice ideas,   148  
    and decision quality,   449  
    effect of leadership on,   441–442  
    from empowerment,   347  
    in Fiedler’s leadership model,   447–448  
    linked to pay,   460  
    and spirituality,   58–59  
    supervisory ability,   444   

   Performance diagnosis model,   208–209   

   Performance evaluation  
    based on forced ranking,   147–148  
    case,   211–214  
    contamination,   182  
    continuous, ongoing process,   181–182, 183  
    cultural differences,   181  
    deficiency,   182  
    developmental orientation,   181, 183  
    distortion,   182  
    and expectancy theory,   133–134  
    focus of,   181–182  
    forced ranking,   182  
    improvement steps,   182–183  
    job performance focus,   182  
    judgmental orientation,   181, 182  
    minimizing dissatisfaction with,   182  
    purposes,   180–181  
    as reinforcement,   183  
    and reinforcement theory,   186–187  
    relevancy,   182   

   Performance evaluation feedback  
    cognitive model,   184–185  
    employee participation,   184–185  
    frequency,   184  
    meta-analysis,   184  
    motivational aspect,   183–184  
    multisource  vs.  top-down,   185  
    purpose,   183–184  
    recognizing good performance,   183  
    stress from lack of,   249  
    360-degree program,   185–186  
    as two-way exchange,   184–185   

   Performance orientation,   11–12, 39   
   Performance-outcome expectancy,   133, 198   
   Performing stage of groups,   284   
   Perseverance,   426   
   Persistence,   121   
   Person, in equity theory,   134   
   Personal appeals tactic,   355   
   Personal behavior outcomes,   152   
   Personal behavior theory of 

leadership,   446   
   Personal characteristics, in norm 

conformity,   287   
   Personal development,   492   
   Personal growth,   194   
   Personality,   80–88  

    attitudes and,   75  
    authoritarian,   261  
    and behavior in organizations,   81–88  
    big five dimensions,   88, 443  

    agreeableness,   83  
    conscientiousness,   83  
    emotional intelligence,   82  
    extroversion,   82  
    managerial implications,   84  
    openness to experience,   83  
    as stress moderators,   257  
    summary of,   84  

    creativity,   87  
    definition,   80  
    factor in aggression,   223  
    family relationship force,   81  
    Generation Y employees,   85  
    and hiring practices,   83  
    institutionalization of behavior,   81  
    of  leaders,   443, 444  
    locus of control,   84–85, 452  
    nature  vs.  nurture in,   80–81  
    of  organizational politicians,   353  
    potential for dissonance,   421  
    principles,   80  
    propensity for risk,   420  
    role of culture,   81  
    self-efficacy,   85–87  

Organizations—Cont.

    personality and behavior in,   81–88  
    poor decisions by,   407, 418  
    preventing misbehavior,   233  
    requirements for survival,   25–27  
    shared values,   36  
    stress management programs,   261–266  

    employee assistance programs,   262–263  
    individual approaches,   265–266  
    targets,   259–260  
    wellness programs,   263–265  

    testing policy,   235  
    virtual,   503–507  
    ways of knowing about  

    qualitative research,   556–557  
    quantitative research methods,   549–556   

   Outcomes  
    in equity theory,   134  
    of  evaluating solutions,   414  
    in expectancy theory,   132  
    goal-directed,   122  
    of  job performance  

    extrinsic,   152–153  
    intrinsic,   152–153  
    job satisfaction,   153–154  
    objective,   152  
    personal behavior,   152  

    of  mentoring programs,   535  
    of  misbehavior,   219  
    of  negotiation  

    relationship,   327  
    substantive,   327  

    of  political influence tactics,   355–356  
    of  stress,   244, 245, 251–256  
    utilitarian,   357   

   Outsiders,   323–324   
   Outsourcing,   8, 415   
   Overcoming obstacles,   105   
   Overload–underload continuum,   247   
   Overpayment inequity,   135    

  P 

   Pace of change,   247–248   
   Paradox, tolerance for,   536   
   Participating style of leadership,   454   
   Participation, and stress,   248   
   Participative change management,   523   
   Participative leaders,   452   
   Participative management,   139  

    in Japan,   503   
   Part-time benefits,   202   
   Part-time workers,   202   
   Passive aggression,   222, 223   
   Path clarification,   452   
   Path–goal leadership model  

    compared to other models,   456  
    contingency variables,   452  
    critique of,   453  
    environmental variables,   452  
    and expectancy theory,   452  
    leadership styles,   452  
    revised,   453   

   Pay;      see also   Rewards ;  Reward systems   
    comparable worth issue,   196  
    and distributive justice,   136  
    and equity theory,   135–136  
    incentive plans,   191  
    link to performance,   460  
    overpayment inequity,   135  
    public  vs.  private matter,   191–192  
    skill-based,   198–199   

   Pay cuts, customized,   192   
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    and social class,   81  
    Type A,   223, 244, 257–258  
    Type B,   258   

   Personality tests,   130  
    case,   92  
    court rulings,   92  
    Myers-Briggs Inventory,   82  
    psychological inventories,   81–82  
    Wonderlic Personality Test,   74   

   Personal prejudices,   99   
   Personal responsibility,   536   
   Personal specialties,   485   
   Personal stories,   105   
   Person-based schema,   98   
   Person–environment fit,   260–261   
   Person–group fit,   261   
   Person–job fit,   260   
   Person–organization fit,   47, 260   
   Person–vocation fit,   261   
   Perspective, differing,   315   
   Petty larceny,   231   
   Physical aggression,   222, 223   
   Physical characteristics of leaders,   443–444   
   Physical cues,   376   
   Physiological needs,   123–124   
   Physiological outcomes of stress,   245, 253   
   Playing politics,   353–354   
   Political change,   526   
   Political influence tactics  

    frequency of outcomes,   355  
    kinds of,   354–355  
    meta-analysis,   355–356   

   Politically oriented behavior,   352   
   Political strategies/tactics,   352–357  

    ambitiousness,   353  
    behaviors,   352  
    effective organizational politicians,   353  
    in electronics industry,   353  
    game playing,   354  
    impression management,   356–357  
    playing politics,   353–354  
    political influence tactics,   354–356  
    of  purchasing agents,   352–353  
    research on,   352–353  
    self-handicapping,   357   

   Politics  
    of  performance evaluation,   211–214  
    playing,   353–354  
    and power,   19  
    power, ethics and,   357–358  
    research on,   352–353   

   Polychronic cultures,   386   
   Ponzi scheme,   227   
   Pooled interdependence,   313, 314   
   Population  

    aging of,   54  
    projected change,   54   

   Position, in groups,   285   
   Position analysis questionnaire,   155   
   Position power,   447–448   
   Positive culture,   47   
   Positive emotions,   110   
   Positive group effect,   287   
   Positive reinforcement, in reward 

administration,   195   
   Positive reinforcers,   187   
   Potential stressors,   243–244   
   Power  

    asymmetrical relationship,   340  
    as authority,   341  
    case,   366–367  
    of  China’s government,   344  
    commercial power,   351–352  
    compared to influence,   339  

Problems—Cont.

    routine,   412  
    significant level of,   412–413  
    urgency,   413   

   Problem solving  
    for conflict resolution,   319–321  
    in negotiations,   326–327   

   Problem-solving skills,   298   
   Problem-solving teams,   294  

    incentive system for,   299   
   Problem statements,   414   
   Procedural flexibility,   328   
   Procedural justice,   136–137   
   Process model of socialization,   48–49   
   Process theories of motivation,   131–141  

    equity theory,   134–138  
    expectancy theory,   132–134  
    goal setting,   138–141  
    and psychological contract,   142   

   Product departmentalization,   489–490  
    in multinational corporations,   502   

   Product groups,   492   
   Production norms,   287   
   Productivity  

    criterion for effectiveness,   27  
    gains in,   164  
    Hawthorne studies,   13–15  
    lost to stress,   256  
    in scientific management,   10–11   

   Product management departments,   493   
   Product managers,   493   
   Profiling of criminals,   238–239   
   Profitability, and job enlargement,   162   
   Programmed conflict,   324   
   Programmed decisions,   409–410   
   Project teams,   201, 492  

    in boundaryless organizations,   506   
   Promoting,   379   
   Promotions,   193   
   Proximity, and group formation,   282   
   Psychological consequences of stress,   

252–253   
   Psychological contract,   7, 9  

    and motivation,   141–142   
   Psychological contract breach,   141   
   Psychological inventories,   81–82   
   Psychological sexual harassment,   221   
   Public Forum Test,   222   
   Public relations,   379   
   Punishment,   187   
   Purchasing agents,   352–353   
   Pygmalion effect,   97    

  Q 

   Qualitative overload,   247   
   Qualitative research  

    characteristics,   557  
    combined with quantitative methods,   556  
    ethnographic method,   556  
    example,   556–557  
    methodology,   556   

   Quality  
    criterion for effectiveness,   26–27  
    definition,   26  
    Six Sigma program,   536  
    total quality control,   26  
    total quality management,   171–172, 

536–537   
   Quality circles,   294   
   Quality improvement teams,   289   
   Quality of work life,   151   
   Quantitative overload,   247–248   

Power—Cont.

    of  competition,   327  
    concept of,   339–340  
    coping with uncertainty,   348–349  
    definition,   339  
    dominating approach,   318–319  
    effective management of,   358–359  
    empowerment,   346–348  
    ethics, politics and,   357–358  
    formal,   343  
    illusion of,   350–352  
    informal,   343  
    interdepartmental  

    centrality,   349–350  
    substitutability,   350  

    interpersonal  
    coercive power,   342  
    expert power,   342  
    legitimate power,   341  
    referent power,   342–343  
    reward power,   342  

    managing change through,   516  
    Milgram’s experiment,   350–351  
    need for,   130–131  
    obtaining, maintaining, and 

using,   340  
    and politics,   19  
    in relationships,   340  
    strategic contingency theory,   

348–349  
    structural  

    decision making,   344–345  
    information power,   345  
    resources,   343–344  
    sources of,   343  

    symmetrical relationship,   340  
    zone of indifference,   341   

   Power balance, threats to,   522   
   Power distance,   36, 37, 38, 39, 466   
   Powerlessness,   345  

    symptoms and sources of,   346   
   Power of human resources,   5, 9   
   Practical intelligence,   74–75   
   Praise programs,   189   
   Prejudice  

    definition,   99  
    group,   99  
    personal,   99  
    scapegoating,   99   

   Pressure tactics,   355   
   Pressure to conform,   291   
   Prevention,   262   
   Primary appraisal of stressors,   250   
   Primary emotions,   106   
   Priorities, establishing,   412–413   
   Privacy  

    constitutional protections,   234  
    definition,   234  
    e-mail,   234–235  
    factors affecting,   234  
    managerial perspective,   234  
    organizational threshold,   234–235  
    testing policy,   235  
    violations of,   234   

   Problem-focused coping,   251   
   Problems  

    better definition of,   413  
    crisis type,   412  
    growth tendency,   413  
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