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R
egardless of the size and purpose of the 
organization and the technology involved, 
people are the common denominator when 

facing today’s immense challenges. Success or fail-
ure hinges on the ability to attract, develop, retain, 
motivate, and lead a diverse array of appropriately 
skilled people (and to do so in an ethical manner). 
The human factor drives everything. To know more 
about workplace behavior is to gain a valuable com-
petitive edge. The purpose of this textbook is to help 
present and future organizational participants bet-
ter understand and manage people at work.

Although this ninth edition of Organizational 
Behavior is aimed at undergraduate business stu-
dents in similarly named courses, previous editions 
have proven highly versatile. Organizational Behavior 
has been used effectively in MBA programs, execu-
tive education and management development pro-
grams, and industrial and organizational psychology 
programs around the world. (Note: special Canadian 
and European editions are available.) This textbook is 
the culmination of our combined 60+ years of teach-
ing experience and research of organizational behav-
ior and management in the United States, Pacific 
Rim, and Europe. Thanks to detailed feedback from 
students, professors, and practicing managers, this 
ninth edition is state-of-the-art in both content and 

delivery. Many new changes have been made in this 
edition, reflecting new research evidence, new man-
agement techniques, and the fruits of our own learn-
ing process.

Organizational Behavior, ninth edition, is user 
driven (as a result of carefully listening to our 
readers). It was developed through close teamwork 
between the authors and the publisher, and is the 
product of continuous improvement. This approach 
has helped us achieve a difficult combination 
of balances. Among them are balances between 
theory and practice, solid content and interesting 
coverage, and instructive detail and readability.

Students and instructors say they want an up-
to-date, relevant, and interesting textbook that 
actively involves the reader in the learning process. 
Our efforts toward this end are evidenced by doz-
ens of new topics, 898 source material references 
dated 2008 and 487 dated 2009, many new real-life 
examples, a stimulating art program, and timely 
new cases and boxed features. An Ethical Dilemma 
exercise at the end of each chapter (13 are new) is 
instructive and useful for either individual consid-
eration or team discussion. We realize that read-
ing a comprehensive textbook is hard work, but we 
also firmly believe the process should be interesting 
(and sometimes fun).

Preface

viii



Chapter 1 
New discussion of alternatives to layoffs at people-centered 

organizations. Preview of Chapter 14 discussion of the 

Internet generation. New coverage of Hamel’s call for 

reinventing management. New discussion of moral erosion 

and “America’s cheating culture.” New Ethical Dilemma. 

New key term: morally attentive.

Chapter 2
New example of religious discrimination and reasonable ac-

commodation. Updated statistics for workforce demographics. 

New coverage of Alice Eagly and Linda Carli’s book Through 

the Labyrinth; this material updates the notion of a glass ceiling. 

New material on generational differences in the workforce. A 

new Table 2–2 summarizes differences between Millennials, Gen 

Xers, Baby Boomers, and Traditionalists. New major section on 

the managerial implications of demographic diversity. New cov-

erage of demographic faultlines. New key terms: demographic 

faultline and diversity climate.

Chapter 3
New discussion of sustainability and “outgreening” com-

petitors. Updated statistics regarding the four functions of 

organizational culture at Southwest Airlines. New organi-

zational examples to illustrate four types of organizational 

culture. New Table 3–1 and discussion that summarizes 

recent meta-analytic results for the relationship between 

organizational culture and organizational effectiveness.

New examples to illustrate the 10 ways organizations 

embed organizational culture. New Ethical Dilemma.

Chapter 4
New data on offshoring jobs. New global manager in action 

example; Japanese Google executive. IBM’s CEO and Jack 

and Suzy Welch on the value of global experience. New 

ethnocentrism example from Iraq. Fareed Zakaria’s call for 

more global awareness in America. New data on students 

studying in foreign countries. Malcolm Gladwell on culture 

and airline safety at Korean Air. How the perception of 

time is changing in Spain. New cautionary research about 

cross-cultural studies. New example of a successful foreign 

assignment for an American woman CEO. New practical 

example of useful foreign language skills.

Chapter 5
New discussion of power naps at work. Integrated cover-

age of locus of control and proactive personality. Reworked 

discussion of resiliency. New major section about personal 

success lessons from OB (includes discussions about psycho-

logical capital, deliberate practice, luck, and humility). New 

key terms: psychological capital and deliberate practice.

Chapter 6
New section on Schwartz’s Value Theory, including a new 

Figure 6–1 and Table 6–1. New discussion of employee 

engagement. New research on job satisfaction across gen-

erational groups—Traditionalists, Baby Boomers, Gen X, 

and Gen Y. New major section on counterproductive work 

behaviors (CWBs). New Ethical Dilemma. New key terms: 

employee engagement and counterproductive work behaviors.

Chapter 7
Example of how Bernie Madoff manipulated the way people 

perceived him and his company. New material on impact of 

micro aggressions. New discussion on how stereotype threats 

influence behavior. New key terms: micro aggressions, script, 

and stereotype threat.

Chapter 8
New examples and research pertaining to all models of 

motivation. Example of how Byrraju Ramalinga Raju, 

a high achiever, committed crimes to meet his corporate 

goals. New Ethical Dilemma.

Chapter 9
Expanded coverage of line-of-sight goals and participa-

tion in goal setting. New example of extreme pressure for 

results and ethics. New example of intrinsic motivation in 

action. New examples of positive reinforcement in action. 

New Ethical Dilemma.

Chapter 10
New major section about social networking and informal 

groups in the workplace. New discussion about dilemma of 

managers being friends with their employees. New survey 

data about preferred size of work groups. Expanded cover-

age of mixed-gender work groups (nonverbal communica-

tion and sexual harassment in the military). New Ethical 

Dilemma.

Chapter 11
Expanded coverage of collaboration. New table on how 

to create and manage a virtual team. New example of cel-

ebrating in the workplace. Team building at Zappos. New 

material on assessing effectiveness of team building with 

Kirkpatrick’s 4-level evaluation model. New section on 

leading teams featuring Linda Hill’s work. New Ethical 

Dilemma. New key term: credibility.

Chapter 12
New section on integrating rational and nonrational mod-

els of decision making. Expanded discussion of individual 

characteristics associated with creativity, including a new 

Table 12–3. New expanded example of the stages of creativity. 

New and Improved Coverage

Our readers and reviewers have kindly told us how much they appreciate our efforts to keep this textbook up-to-date and rel-

evant. Toward that end, you will find the following important new and significantly improved coverage in the ninth edition:

GUIDED TOUR



New section on practical recommendations for increasing cre-

ativity. New Ethical Dilemma.

Chapter 13
Lululemon Athletica CEO Christine Day on managing 

disagreement. Expanded coverage of functional conflict 

with example about Google executive. New practical 

advice on confrontation. New data on workplace incivil-

ity. New research on team conflict resolution. New data 

on negotiating for pay raises.

Chapter 14
New example of aggressive communication style. New 

advice from CEO on listening. New major section titled 

“How Digital Communication Is Impacting Organizational 

Behavior” (with coverage of information security and pri-

vacy, the Internet Generation, the two faces of teleworking/

telecommuting, and unintended consequences of the digital 

age). New table with practical tips for information security 

and privacy. New discussion about telecommuting benefits 

and problems. New coverage and table about Tapscott’s eight 

norms of the huge Internet Generation. New discussion of 

digital age problems of continuous partial attention and 

erosion of writing skills. Reworked practical advice about 

avoiding e-mail overkill. New section and table on cell phone 

abuse and etiquette. New Ethical Dilemma.

Chapter 15
New data on why employees quit. Gary Hamel explains how 

influence is like water. New research evidence on ingratiation 

and race,  bullies, and emotional contagion. Expanded cov-

erage of good and bad personalized power. General Wesley 

Clark on the responsible use of power. Jack and Suzy Welch 

on hype about empowerment. New example of woman ex-

ecutive’s approach to empowerment. New data on how 

employees deal with office politics. Executive explains how to 

“play the game” with organizational politics. New examples 

of impression management in action (both good and bad). 

New survey data on perceptions of organizational politics.

Chapter 16
New examples and research for all leadership theories. Brief  

discussion of moral aspect of leadership. New expanded 

example of the need for managerial skills. New Table 16–3 

showing positive leadership traits based on research. New 

discussion of implicit leadership theory. New examples of 

bad leadership. Significant new section on applying situ-

ational theories. Expanded discussion about the role of 

followers in the leadership process, including a list of seven 

key questions that followers can ask their boss in order to 

be “better” followers. New Ethical Dilemma.

Chapter 17
This chapter had a major overhaul, as evidenced by five 

new learning objectives and three new major sections. 

New discussion of four-step process for creating a learning 

infrastructure. New major section titled “Organization 

Design in a Changing World.” We cover seven types of 

organizational structure: traditional designs (i.e., functional, 

divisional, and matrix structure), horizontal designs, and 

designs that open boundaries between organizations (i.e., 

hollow structure, modular structure, and virtual structure). 

New major section titled “The Contingency Approach 

to Designing Organizations.” The new material focuses 

on contingency design vis-à-vis the seven types of orga-

nizational structure discussed earlier in the chapter. New 

discussion of how organizational narcissism affects organi-

zational decline. New major section titled “Organizational 

Innovation,” includes a new Figure 17–6. New Ethical 

Dilemma. New key terms: organizational narcissism, inno-

vation, seeds of innovation, and execution.

Chapter 18
New examples to illustrate the forces of change. How one 

company implemented Kotter’s model of change. New 

section on how OD works, including a new Figure 18–4 

to represent the process. New section on resistance to 

change, based on a new model (see Figure 18–5) of the 

dynamic interaction between three sources of resistance. 

New section on alternative strategies for overcoming 

resistance based on our new model in Figure 18–5. New 

Ethical Dilemma. New key term: change agent.



online resources

 In a recent class at Abraham Clark High School in 

Roselle, New Jersey, business teacher Barbara Govahn 

distributed glossy classroom materials that invited stu-

dents to think about what they want to be when they 

grow up. Eighteen career paths were profiled, including 

a writer, a magician, a town mayor—and five employees 

from accounting giant Deloitte LLP. 

“Consider a career you may never have imagined,” 

the book suggests. “Working as a professional auditor.”

The curriculum, provided free to the public school 

by a nonprofit arm of Deloitte, aims to persuade stu-

dents to join the company’s ranks. One 18-year-old 

senior in Ms. Govahn’s class, Hipolito Rivera, says the 

company-sponsored lesson drove home how profes-

sionals in all fields need accountants. “They make it 

sound pretty good,” he says.

Deloitte and other corporations 

are reaching out to classrooms—

drafting curricula while also convey-

ing the benefits of working for the 

sponsor companies. Hoping to create 

a pipeline of workers far into the fu-

ture, these corporations furnish free 

lesson plans and may also underwrite 

classroom materials, computers, or 

training seminars for teachers.

The programs represent a new 

dimension of the business world’s 

When you finish studying the material in this chapter, you should be able to:

 Define diversity and review the four layers of diversity.

 Explain the difference between affirmative action and managing diversity.

 Explain why Alice Eagly and Linda Carli believe that a woman’s career is 

best viewed as traveling through a labyrinth. 

 Review the demographic trends pertaining to racial groups, educational 

mismatches, and an aging workforce.

 Highlight the managerial implications of increasing diversity in the 

workforce.

 Describe the positive and negative effects of diversity by using social 

categorization theory and information/decision-making theory.

 Identify the barriers and challenges to managing diversity.

 Discuss the organizational practices used to effectively manage diversity 

as identified by R Roosevelt Thomas Jr.

LO.1

LO.2

LO.3

LO.4

LO.5

LO.6

LO.7

LO.8

Chapter 2 
Managing Diversity: Releasing 
Every Employee’s Potential 

LEARNING OBJECTIVES

Student Resources for Studying Chapter 2

The Web site for your text includes resources that will help you master the concepts in this chapter. As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

influence in public schools. Companies such as McDonald’s 

Corp. and Yum Brands Inc.’s Pizza Hut have long at-

tempted to use school promotions to turn students into 

customers. The latest initiatives would turn them into 

employees.

Companies that employ engineers, fearful of a com-

ing labor shortage, are at the movement’s forefront. 

Lockheed Martin Corp. began funding engineering 

courses two years ago at schools near its aircraft test-

ing and development site in Palmdale, California, saying 

it hopes to replenish its local workforce. Starting in 

2004, British engine-maker Rolls-Royce PLC has helped 

fund high-school courses in topics such as engine pro-

pulsion. Intel Corp. supports curricula in school dis-

tricts where engineering concepts are taught as early 

as the elementary level.

Schools are increasingly accepting 

curriculum and funds from 

corporations concerned about labor 

shortages in the accounting and 

engineering fields.

www.mhhe.com/kreitner

online resources

 In the business world, to “table something” means that 

it will be discussed later, right? Not always. In some 

European cultures, to table something means that it 

will be put on the table and discussed now. 

This particular contradiction often leads to a stale-

mate during team meetings as one group tries to 

move to the next agenda item while another group 

tries to discuss the “tabled” item. These types of mis-

understandings have become common in multicultural 

teams. In fact, communication is the No. 1 issue facing 

multicultural teams. 

With the U.S. population becoming increasingly 

 diverse, odds are high that employees are or soon will 

be working on multicultural teams. Yet many cor-

porate leaders mistakenly assume that efficient op-

eration of multicultural teams based in the United 

States will not be an issue because they are not 

working globally. Hence, teamwork training typi-

cally doesn’t cover issues relating to operation of 

multicultural teams, even as the United States con-

tinues to evolve into one of the world’s most mul-

ticultural societies. 

Multicultural teams may have members in other 

countries or may consist only of Americans with 

different ethnic, racial, and national origins. They can 

all be U.S. residents or U.S. citizens and still hail 

from different parts of the world. For example, one 

defense company has a U.S.-based team of 20 with ori-

gins in 14 countries, all doing classified work. 

And, in fact, a multicultural team of members 

from different parts of the United States still faces 

issues of communication, working styles, and leader-

ship similar to those faced by multinational teams. 

Members from New York may function very differ-

ently from  members from the Midwest or the South, 

with marked distinctions in matters such as business 

etiquette and attire. 

Sharon Powell, learning and development manager 

for Parker Hannifin Corp., a provider of motion and 

control technologies in Cleveland, says, “We need to 

Chapter 4
International OB: 
Managing across Cultures

LEARNING OBJECTIVES

When you finish studying the material in this chapter, you should be able to:

LO.1  Define the term culture, and explain how societal culture and 

organizational culture combine to influence on-the-job behavior.

LO.2  Define ethnocentrism, and explain how to develop cultural intelligence.

LO.3  Distinguish between high-context and low-context cultures and identify 

and describe the nine cultural dimensions from Project GLOBE.

LO.4  Distinguish between individualistic and collectivist cultures, and explain 

the difference between monochronic and polychronic cultures.

LO.5  Specify the practical lesson from the Hofstede cross-cultural study.

LO.6  Explain what Project GLOBE researchers discovered about leadership.

LO.7  Explain why U.S. managers have a comparatively high failure rate on 

foreign assignments.

LO.8  Summarize the research findings about North American women on 

foreign assignments.

LO.9  Identify four stages of the foreign assignment cycle and the OB trouble 

spot associated with each stage.

Student Resources for Studying Chapter 4

The Web site for your text includes resources that will help you master the concepts in this chapter. 
As you read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

AACSB Coverage

In keeping with the curriculum recommendations for AACSB International (the 

Association to Advance Collegiate Schools of Business, www.aacsb.edu) for greater 

attention to managing in a global economy, managing cultural diversity, improving 

product/service quality, and making ethical decisions, we feature this coverage:

A full chapter on international organizational behavior and cross-cultural • 

management (Chapter 4). Comprehensive coverage from the landmark GLOBE 

project. To ensure integrated coverage of international topics, several of the Real 

World/Real People boxed features have a global theme.

A full chapter on managing diversity (Chapter 2) offers comprehensive and up-to-• 

date coverage of managing diversity. Many of the Real World/Real People boxed 

features also have a diversity theme.

Principles of total quality management (TQM) and the legacy of W Edwards • 

Deming are discussed in Chapter 1 to establish a quality-improvement context for 

the entire textbook. Also, many quality-related examples have been integrated into 

the textual presentation.

As outlined next, the ninth  edition includes comprehensive coverage of ethics-• 

related concepts, cases, and issues. Twenty of the Real World/Real People boxed 

features have an ethics theme, with specific attention called out by an ethics icon.

The ninth edition test bank provided in the Instructor’s Resource CD has each • 

question tagged to the AACSB knowledge category it covers. 



Is it ethical?

(To answer, weigh the effect on customers,

employees, the community, the environment,

and suppliers against the benefit to the 

shareholders.)

Would it be ethical

not to take the action?

(To answer, weigh the harm or cost that

would be imposed on shareholders against

the costs or benefits to other stakeholders.)

Yes

No

Yes

Yes

Do it.

No

No

Don't do it.

No Do it, but disclose the

effect of the action to

shareholders.

Does it maximize

shareholder value?

Is the proposed

action legal?

Yes Don't do it.

Don't do it.

Road Map to Ethical Decision Making: 
A Decision Tree
In Chapter 1 we discussed the importance of ethics and the growing concern about 
the lack of ethical behavior among business leaders. For example, a US Roper poll 
revealed that 72% of respondents perceived that corporate wrongdoing was ram-
pant, and only 2% believed that leaders of large organizations were trustworthy.52 
While this trend partially explains the passage of laws to regulate ethical behavior 
in corporate America, we believe that ethical acts ultimately involve individual or 
group decisions. It thus is important to consider the issue of ethical decision mak-
ing. Harvard Business School professor Constance Bagley suggests that a decision 
tree can help managers to make more ethical decisions.53 

 A decision tree is a graphical representation of the process underlying deci-
sions and it shows the resulting consequences of making various choices. Decision 
trees are used as an aid in decision making. Ethical decision making frequently 
involves trade-offs, and a decision tree helps managers navigate through them. The 
decision tree shown in Figure 12–3 can be applied to any type of decision or action 
that an individual manager or corporation is contemplating.  Looking at the tree, 

Decision tree

Graphical repre-
sentation of the 

process underlying 
decision making.

Figure 12 – 3 An Ethical Decision Tree

SOURCE: Reprinted by permission of Harvard Business Review. Exhibit from “The Ethical Leader’s Decision Tree,” by Constance E Bagley, 

February 2003. Copyright 2003 by the Harvard Business School Publishing Corporation; all rights reserved.

Because sustainability officers are a fairly new breed, 

setting and prioritizing goals can be overwhelming. 

Most companies have already begun some green initia-

tives, so the first step is to look at what has already 

been accomplished and what else needs attention. 

Mitsubishi started with a corporate social responsi-

bility survey to look at the activities it was already 

doing so its CSO could determine which areas needed 

special attention. The idea was to take a fresh look at 

the impact that climate change, resource depletion, 

and oil and gas prices were having on the business 

and see these issues as business risks—not just from a 

compliance standpoint, but also from a strategic plan-

ning standpoint. 

 Emory University looked at what it could do quick-

ly without much effort to jump-start its goal setting. 

School leaders also decided that before they talked 

about going beyond mere compliance in environmental

health and safety, they needed to make sure they were 

absolutely compliant with current regulations. The 

Emory team also listed some purely aspirational goals, 

such as reducing energy consumption by 25 percent 

and having 75 percent local or sustainable foods in 

their hospitals and cafeterias by 2015. Team members 

weren’t sure how they were going to reach the energy 

reduction goal when they set it, but since have found 

ways to accomplish it.

Why would it be hard to set sustainability 
goals? Explain.

SOURCE: From N H Woodward, “New Breed of Human 

Resource Leader,” HR Magazine, June 2008, p 56. Copyright 2008 

by Society for Human Resource Management (SHRM). Reproduced 

with permission of Society for Human Resource Management via 

Copyright Clearance Center.

Mitsubishi and Emory University Attempt to Set Sustainability Goals

REAL WORLD | real people

The Ethics Challenge 
Thanks to highly publicized criminal acts of now-jailed executives from the likes of 
Enron, Tyco, and WorldCom,67 corporate officers in the United States became sub-
ject to high accountability standards and harsh penalties under the Sarbanes-Oxley 
Act of 2002.68 Sadly, instead of improving, business ethics continued to hit new 
lows, as symbolized by $50 billion Ponzi schemer Bernard Madoff’s trip to prison 
in 2009.69 The general public and elected officials (who have their own criminal hall 
of shame) continue to call for greater attention to ethical conduct.70

Clearly, everyone needs to join in the effort to stem this tide of unethical con-
duct. There are a variety of individual and organizational factors that contribute to 
unethical behavior. OB is an excellent vantage point for better understanding and 
improving workplace ethics. If  OB can provide insights about managing human 
work behavior, then it can teach us something about avoiding misbehavior.

Ethics involves the study of  moral issues and choices. It is concerned with 
right versus wrong, good versus bad, and the many shades of  gray in supposedly 
black-and-white issues. Moral implications spring from virtually every decision, 
both on and off  the job. Managers are challenged to have more imagination and 
the courage to do the right thing to make the world a better place.

To enhance our understanding of ethics within an OB context, we will discuss 
(1) a corporate social responsibility model, (2) the general erosion of morality, 
(3) seven moral principles for managers, (4) how to improve an organization’s ethi-
cal climate, and (5) a personal call to action.

to the point
How can 
an under-
standing 
of Carroll’s 
social respon-
sibility pyra-
mid and the 
seven moral 
principles 
lead to more 
ethical con-
duct in the 
 workplace?

Ethics

Study of moral 
issues and choices.

Nothing about the executive dining room at American 

Express, on the 50th floor at the company’s downtown 

Manhattan headquarters, suggests not-for-profit. But 

on a recent afternoon, 24 employees of nonprofits sank 

into oversized dinner chairs, listening to AmEx Chief 

Executive Kenneth I. Chenault. “You can learn a great 

deal about leadership if you take it as seriously as other 

disciplines,” Chenault said. “Most people don’t.” 

The visitors, handpicked by their bosses, made up 

the first class of a weeklong “Nonprofit Leadership 

Academy.” AmEx, like most big companies, has long 

supported nonprofits with donations. Its new program 

is part of a growing effort to address one of the non-

profit world’s acute problems—the lack of well-trained 

managers. 

Others are doing it, too. . . . [In 2008], IBM announced 

a collaboration with Bridgespan Group, a consultancy 

for nonprofits, to help employees facing retirement 

transition into nonprofit work. Bank of America has 

a training program for nonprofit executives, and the 

Gap Foundation has one in the works. The goal, says 

Chenault, is to have everyone “ leverage our existing 

tools to make a major impact in the nonprofit world.” 

What leadership and management challenges
are unique to nonprofit organizations such as
universities, hospitals, and charities?

SOURCE: Alison Damast, “Narrowing the Nonprofit Talent Gap,” 

BusinessWeek, August 11, 2008, p 58.  

Businesses Help Develop Nonprofit Sector Leaders

REAL WORLD | real people

American Express CEO Kenneth I Chenault.

Ethical Dilemma

Is It Time for Performance-Enhancing Drugs in the Workplace?
 Facing  an important job interview, 
the college graduate searches her 

closet for the perfect outfit, then rifles through her medi-
cine cabinet for just the right cognitive-en hancement pill. 

Adderall, perhaps, to help her concentrate. Or Provigil, for 
alertness . . . or maybe a beta blocker to combat jitters? 

Doctors in the U.S. who track drug trends say scenar-
ios like this could play out in a thousand variations as 

Comprehensive Ethics Coverage

Ethics is covered early and completely in Chapter 1 to set a proper moral tone for man-

aging people at work. Ethical issues are raised throughout the text, with additional sig-

nificant coverage of the Ethical Decision-Making Tree in Chapter 12 and a discussion 

of the moral aspect of leadership in Chapter 16. In nearly every chapter, one or two 

of the Real World/Real People boxed features are ethically based and are highlighted 

with an ethics icon. Also in this ninth edition are 18 Ethical Dilemmas (one following 

each chapter). They raise hard-hitting ethical issues and ask tough questions, virtu-

ally guaranteeing a lively discussion/debate for cooperative learning. These Ethical 

Dilemmas (13 are new to this edition), along with the Real World/Real People boxes, 

are constant reminders of the importance of ethical management. 

 



Defining Diversity
 Diversity represents the multitude of individual differences and similarities that exist 
among people. It is not an issue of age, race, or gender. It is not an issue of being 
heterosexual, gay, or lesbian or of being Catholic, Jewish, Protestant, Muslim, or 
Buddhist. Diversity also does not pit white males against all other groups of peo-
ple. Diversity pertains to the host of individual differences that make all of us 
unique and different from others.
 This section begins our journey into managing diversity by first reviewing the 
key dimensions of diversity. Because many people associate diversity with affirma-
tive action, this section compares affirmative action with managing diversity. They 
are not the same.

Layers of Diversity
Like seashells on a beach, people come in a variety of shapes, sizes, and colors. 
This variety represents the essence of diversity. Lee Gardenswartz and Anita Rowe, 
a team of diversity experts, identified four layers of diversity to help distinguish 
the important ways in which people differ (see Figure 2–1).  Taken together, these 
layers define your personal identity and influence how each of us sees the world.

Figure 2–1 shows that personality is at the center of the diversity wheel. 
Personality is at the center because it represents a stable set of characteristics that 
is responsible for a person’s identity. The dimensions of personality are discussed 
later in Chapter 5. The next layer of diversity consists of a set of internal dimen-
sions that are referred to as surface-level dimensions of diversity. These dimen-
sions, for the most part, are not within our control, but they strongly influence our 
attitudes and expectations and assumptions about others, which, in turn, influence 
our behavior. Take the encounter experienced by an African-American woman in 
middle management while vacationing at a resort:

While I was sitting by the pool, “a large 50-ish white male approached me and de-

manded that I get him extra towels. I said, ‘Excuse me?’ He then said, ‘Oh, you don’t 

work here,’ with no shred of embarrassment or apology in his voice.”6

Stereotypes regarding one or more of the surface-level dimensions of diversity 
most likely influenced this man’s behavior toward the woman.
 Figure 2–1 reveals that the next layer of diversity is composed of external 
influences, which are referred to as secondary dimensions of diversity. They rep-
resent individual differences that we have a greater ability to influence or control. 
Examples include where you grew up and live today, your religious affiliation, 
whether you are married and have children, and your work experiences. These 
dimensions also exert a significant influence on our perceptions, behavior, and 
attitudes.
 Consider religion as an illustration. Organizations are paying more atten-
tion to religious discrimination in light of the fact that the frequency of religious 
discrimination claims has doubled in the last 15 years. Employment laws require 
organizations to  “reasonably accommodate employees’ sincerely held religious 
practices unless doing so would impose an undue hardship on the employer. A rea-

bl li i d ti i dj t t t th k i t th t

LO.1 to the point
Why is it 
important 
for manag-
ers to focus 
on managing 
diversity?

Diversity

The host of 
individual differences 
that make people 
different from and 
similar to each 
other.

Pedagogical Features

The ninth edition of Organizational Behavior is designed to be a complete teaching/

learning tool that captures the reader’s interest and imparts useful knowledge. Some 

of the most significant pedagogical features of this text are the following:

Classic and modern topics are given balanced treatment in terms of the latest and • 

best available theoretical models, research evidence, and practical applications. 

Each chapter follows a Theory-Research-Practice approach. Students reading each 

chapter will be given an understanding of the basic theories about OB, whether or 

not the theories work, by drawing on research to make summary conclusions, and 

will be able to apply the theories and research to real-world examples.

Several concise learning objectives open each chapter to focus the reader’s attention • 

and serve as a comprehensive check. Look for an icon calling attention to each 

learning objective within the text. Additionally, the chapter summary is written to 

correlate with chapter learning objectives.

  New• ! In this ninth edition, every major section in all 18 chapters is accompanied by 

a feature in the margin called “To the Point.” The integrative questions in this new 

pedagogical feature focus the student’s attention on test-relevant material, with the 

goal of improving their grade.

A colorful and lively art program includes captioned photographs, figures, and • 

cartoons.

Hundreds of real-world examples involving large and small, public and private • 

organizations have been incorporated into the textual material to make this edition 

up-to-date, interesting, and relevant. 

New!



Summary of Key Concepts

Identify the four sociological criteria of a group, and dis-1. 

cuss the impact of social networking on group dynamics.

Sociologically, a group is defined as two or more freely 

interacting individuals who share collective norms and 

goals and have a common identity. Social networking 

sites such as MySpace and Facebook have blurred the 

line between formal and informal groups by  giving 

people unprecidented access to one’s personal life. 

This has magnified the long-standing dilemma of how 

friendly managers should be with their direct reports. 

They are urged to compartmentalize their official and 

unofficial roles.

Describe the five stages in Tuckman’s theory of group 2. 

development, and discuss the threat of group decay. The 

five stages in Tuckman’s theory are forming (the group 

comes together), storming (members test the limits 

and each other), norming (questions about authority 

and power are resolved as the group becomes more 

cohesive), performing (effective communication and co-

operation help the group get things done), and adjourn-

ing (group members go their own way). According to 

recent research, group decay occurs when a work group 

achieves the “performing” stage and then shifts into re-

verse. Group decay occurs through de-norming (erosion 

of standards), de-storming (growing discontent and loss 

of cohesiveness), and de-forming (fragmentation and 

breakup of the group).

Distinguish between role conflict and role ambiguity3. . Or-

ganizational roles are sets of behaviors persons expect 

of occupants of a position. One may experience role 

overload (too much to do in too little time), role con-

flict (conflicting role expectations), or role ambiguity 

(unclear role expectations).

Contrast roles and norms, and specify four reasons 4. 

norms are enforced in organizations. While roles are 

specific to the person’s position, norms are shared atti-

tudes that differentiate appropriate from inappropriate 

behavior in a variety of situations. Norms evolve infor-

mally and are enforced because they help the group or 

organization survive, clarify behavioral expectations, 

help people avoid embarrassing situations, and clarify 

the group’s or organization’s central values.

Distinguish between task and maintenance roles in 5. 

groups. Members of formal groups need to perform 

both task (goal-oriented) and maintenance (relation-

ship-oriented) roles if  anything is to be accomplished.

Summarize the practical contingency management im-6. 

plications for group size. Laboratory simulation studies 

suggest decision-making groups should be limited to 

five or fewer members. Larger groups are appropriate 

when creativity, participation, and socialization are 

the main objectives. If  majority votes are to be taken, 

odd-numbered groups are recommended to avoid 

deadlocks.

Discuss why managers need to carefully handle mixed-7. 

gender task groups. Women face special group dynam-

ics challenges in mixed-gender task groups. Steps need 

to be taken to make sure increased sexualization of 

work environments does not erode into illegal sexual 

harassment.

Describe groupthink, and identify at least four of its 8. 

symptoms. Groupthink plagues cohesive in-groups that 

shortchange moral judgment while putting too much 

emphasis on unanimity. Symptoms of groupthink in-

clude invulnerability, inherent morality, rationalization, 

Group, 275 

Formal group, 276

Informal group, 276

Social networking site (SNS), 277

Group cohesiveness, 281

Roles, 284

Role overload, 285

Role conflict, 285

Role ambiguity, 285

Norm, 287

Ostracism, 287

Task roles, 290

Maintenance roles, 290

Asch effect, 296

Groupthink, 297

Social loafing, 299

Key Terms

OB in Action Case Study 

Unmasking Manly Men

What can managers in white-collar firms learn from 
roughnecks and roustabouts on an offshore oil rig? 
That extinguishing macho behavior is vital to achieving 
top performance. That’s a key finding from our study of 
life on two oil platforms, during which we spent several 
weeks over the course of 19 months living, eating, and 
working alongside crews offshore.

but actually got in the way of  doing their jobs; and sec-
ond, that their notions about what constituted strong 
leadership needed to change. They discovered that 
the people who used to rise to the top—the “biggest, 
baddest roughnecks,” as one worker described them—
weren’t necessarily the best at improving safety and 
effectiveness. Rather, the ones who excelled were mission-

Streamlined End-of-Chapter Materials

The end-of-chapter materials for the ninth edition of Organizational Behavior were 

carefully selected for their use as a study guide for students. Each chapter contains

A Summary of Key Concepts correlating with the Learning Objectives for that • 

chapter.

A list of Key Terms (with text page notations).• 

An OB in Action Case Study (16 are new in this edition).• 

An Ethical Dilemma (13 are new in this edition).• 

A reminder about the resources available on the Web.• 

Note that the popular Personal Growth Exercises and Group Exercises, along with Group 

Discussion Questions, can be found on the book’s Web site, www.mhhe.com/kreitner. 

Instructors will be able to assign those exercises that specifically apply to your classroom 

needs, and are given more freedom to choose only those exercises that apply. 

Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner

Ethical Dilemma

My Boss Wants to “Friend” Me Online
Paul Dyer always was able to hold off  his boss’s invita-
tions to party by employing that arm’s-length response: 
“We’ll have to do that sometime,” he’d say.

But when his boss, in his 30s, invited Dyer, 24, to be 
friends on the social-networking sites MySpace and 
Facebook, dodging wasn’t so easy.

On the one hand, accepting a person’s request to be 
friends online grants them access to the kind of inti-
macy never meant for office consumption, such as re-
cent photos of keggers. . . . 

But declining a “friend” request from a colleague or 
a boss is a slight. So Dyer accepted the invitation, then 
removed any inappropriate or incriminating photos of 
himself. . . .

Dyer, it turns out, wasn’t the one who had to be em-
barrassed. His boss had photos of  himself  attempting 
to imbibe two drinks at once, ostensibly, Dyer ven-
tures, to send the message: “I’m a crazy, young party 
guy.”101 

If You Were Paul Dyer, What Would 
You Do Now?

Big mistake. Unwind the situation as quickly and 1. 

graciously as possible, preferably in person. Explain 
how.

Don’t panic. Let the online relationship whither 2. 

away from lack of attention.

Play along for awhile in hopes the boss has a short 3. 

online attention span and will flit off to pester others.

You’ve made a bad decision; now don’t compound 4. 

it by alienating your boss. Participate in the virtual 
relationship, applying your own ethical boundaries. 
Explain those boundaries.

Invent other interpretations or options. Discuss.5. 

NOTE: In a recent survey of 1,070 employees, 30% consid-

ered their boss a friend.102



Student Resources for Studying Chapter 11

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

Like the other 149 passengers 

on US Airways’ Flight 1549, all 

of whom survived a harrowing landing in New York’s 

Hudson River, Baltimore attorney James J Hanks Jr. was 

amazed by the pilot’s deft response to losing power in 

both engines. But Hanks, a partner at law firm Venable 

LLP, was also impressed with the velvet-rope care US 

Airways employees provided following the forced 

landing—from the dry clothes, warm meals, and free 

hotel room they had waiting for him onshore to their 

efforts to replace all of his lost possessions, down to 

his BlackBerry. “I felt completely comfortable in their 

hands,” says Hanks. 

For a company that’s not known for its customer 

service—the Tempe (Ariz.) carrier has perennially fin-

ished near the bottom of customer service rankings—

US Airways’ handling of the near-disaster has cast a 

halo around its brand. It provided passengers with 

everything from flights for loved ones to daily calls 

from counselors. Crisis-management experts say the 

 carrier’s “Miracle on the Hudson” follow-up will stand 

as a case study in how to treat customers after a  crisis. 

“The airmanship was spectacular, but US Airways did 

an outstanding job of helping the passengers with their 

emotional reentry as well,” says airline consultant 

Robert W Mann Jr. 

Like all carriers, US Airways has a playbook for such 

incidents. It stages “dry run” emergency exercises at 

least three times a year at each airport it serves and 

has a far-flung network of gate agents, reservation 

clerks, and other employees who double as “Care 

Team” members who are dispatched to emergencies 

at a moment’s notice. When news broke of the water 

landing, US Airways activated a special 800 number for 

families to call and dispatched more than 100 employ-

ees on a Boeing 757 from headquarters. Scott Stewart, 

managing director for corporate finance, was armed 

with a bag of emergency cash for passengers and credit 

cards for employees to buy any medicines, toiletries, or 

personal items that passengers needed.  

Other responders arrived with suitcases full of 

prepaid cell phones and sweatsuits for anyone who 

needed dry clothes. Staffers escorted each passenger 

to a new flight or a local New York hotel, where it ar-

ranged for round-the-clock buffets. They also arranged 

train tickets and rental cars for those who didn’t want 

to fly. “Some people lost their driver’s licenses, so we 

Passengers from US Airways’ Flight 1549 being rescued from 

the Hudson River.

online resources
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(d) facilitates and manages task conflict, and (e) appro-

priately promotes perspective.

Discuss why teams fail.5.  Teams fail because unrealistic 

expectations cause frustration and failure. Common 

management mistakes include weak strategies, creating 

a hostile environment for teams, faddish use of teams, 

not learning from team experience, vague team assign-

ments, poor team staffing, inadequate training, and 

lack of trust. Team members typically try too much 

too soon, experience conflict over differing work styles 

and personalities, ignore important group dynamics, 

resist change, exhibit poor interpersonal skills and 

chemistry, and display a lack of trust.

List at least four things managers can do to build trust.6.  

Six recommended ways to build trust are through com-

munication, support, respect (especially delegation), 

fairness, predictability, and competence.

Distinguish two types of group cohesiveness, and sum-7. 

marize cohesiveness research findings. Cohesive groups 

have a shared sense of togetherness or a “we” feel-

ing. Socio-emotional cohesiveness involves emotional 

satisfaction. Instrumental cohesiveness involves goal-

directed togetherness. There is a small but significant 

relationship between cohesiveness and performance. 

The effect is stronger for smaller groups. Commit-

ment to task among group members strengthens the 

cohesiveness-performance linkage. Success can build 

group cohesiveness. Cohesiveness is not a cure-all for 

group problems. Too much cohesiveness can lead to 

groupthink.

Define virtual teams and self-managed teams.8.  Virtual 

teams are physically dispersed work groups that con-

duct their business via modern information technolo-

gies such as the Internet, e-mail, and videoconferences. 

Self-managed teams are work groups that perform 

their own administrative chores such as planning, 

scheduling, and staffing.

Describe high-performance teams and discuss team lead-9. 

ership. Eight attributes of high-performance teams are 

participative leadership, shared responsibility, aligned 

on purpose, high communication, future focused for 

growth, focused on task, creative talents applied, and 

rapid response. Leading a team is not the same as lead-

ing the individuals within it. Parallel sets of leadership 

skills are required. More emphasis is needed on team 

building, broader input, and group problem solving.
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OB in Action Case Study

A Trans-Atlantic Team Learns the Ropes86 

 Of all the things Dave Gray worried about when he 
branched out overseas, tripe never entered the equation.

Gray, founder and chairman of Xplane, a consulting 
and design firm based in Portland, Oregon, acquired a 
small firm in Madrid in late 2006, hoping to establish 
a European outpost and break into Spanish-speaking 
markets worldwide. Gray was eager to establish rapport 
between his Spanish and American staff  members, and 
face-to-face meetings seemed like the best way to forge a 
bond. But during one dinner meeting in Madrid shortly 
after the acquisition, a visitor from Xplane’s St. Louis 
office refused to sample the tripe—considered a delicacy 
in Spain—and proceeded to make crude jokes about it.

It was a minor incident, but only one in a series of 
minor incidents that ultimately created tensions be-
tween the six employees in Xplane’s Madrid office and 
the 45 in its U.S. offices. “I expected to come in and say, 
‘This is how we do things,’” says Gray, who relocated to 
Madrid to oversee the transition. But he quickly learned 
that the Madrid and American offices were separated 
by more than just an ocean.

Most companies have a standard formula for team 
building: Spring for an annual off-site, throw in a few 
happy hours and a holiday party, and hope for chem-
istry. That approach may suffice when employees work 
under the same roof or even in the same country. But 

Fresh Cases, Updated Research, and New Examples

Our continuing commitment to a timely and relevant textbook is evidenced by the 

18 new chapter-opening vignettes and 16 new chapter-closing cases. The vignettes and 

cases highlight male and female role models and large and small public and private 

organizations. Among the diverse array of organizations featured are Travelocity, 

Deloitte, Patagonia, McDonald’s, Coca-Cola, Johns Hopkins Bayview Medical Center, 

Lockheed Martin, MTV Networks International, LeasePlan, Capital One, Southwest 

Airlines, Accenture, Bain & Co., Cisco Systems, US Airways, Xplane, Unilever, JetBlue 

Airways, Game Show Network, Meetup Inc., and Ruckus Wireless.

Every chapter opens with a real-name, real-world vignette to provide a practical 

context for the material at hand. All of the chapter-opening vignettes are new.

This ninth edition is filled with current and relevant examples from both research 

and practice perspectives. In fact, 898 source material references are dated 2008 and 

487 are dated 2009.  



Douglas Merrill, Chief Information Officer and V.P. of 

Engineering:

Organizations that exist for a long time almost always 

have strong cultures. But any sociologist will tell you 

it’s rare for people to talk about the elements of their 

culture. Google lives out loud. We argue about strategy 

and whether our products are good or bad. We argue 

about everything. But you want conflict to thrive in 

a supportive way. At heart, I’m an introvert, but I’ve 

learned to enjoy the give and take of ideas here. We 

work hard to protect people who argue.

How comfortable would you be working in this 
sort of confrontational environment?

SOURCE: As quoted in C Salter, “The Faces and Voices of the 

World’s Most Innovative Company,” Fast Company, March 2008, p  77 . 

Lots of Friendly Fighting at Google

REAL WORLD | real people 

Lively but positive debate is a staple of Google’s corporate 

culture. How do you handle disagreements at work?

Real World/Real People

While theory and research are important to the study of OB, current examples of real 

people in real organizational situations are needed to bring OB to life for the reader. 

The ninth edition contains over 60 Real World/Real People boxed features strategically 

located throughout the text. They are up-to-date (mostly drawn from 2008 or 2009 

sources), often provocative, and definitely interesting. The Real World/Real People 

features tend to be short, for quick reading, and tightly linked to the accompanying 

textual discussion. They show real people and organizations at their best and some-

times at their worst. Among the diverse selection of organizations featured are ATA 

Engineering, Tufts University, Best Buy, American Express, JCPenney, Banner Page 

Hospital, Williams-Sonoma, Home Depot, US Navy, Georgetown University, Toyota, 

Herbalife, Disney Media Networks, Boeing, Avon, Starwood, and ITT China. 

Real World/Real People features that address ethical issues are highlighted with an 

ethics logo. In response to reviewer feedback, we’ve also included a discussion ques-

tion with each box that ties it to the chapter content, to serve as a learning aid and 

class discussion starter.  



Student Resources for Studying Chapter 14

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, • 

and discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

 In the world of Facebook or 

Twitter, people love to hear feed-

back about what they’re up to. But sit them down for 

a performance review, and suddenly the experience 

becomes traumatic. 

Now companies are taking a page from social net-

working sites to make the performance evaluation pro-

cess more fun and useful. Accenture has developed a 

Facebook-style program called Performance Multiplier 

in which, among other things, employees post status 

updates, photos, and two or three weekly goals that 

can be viewed by fellow staffers. Even more immedi-

ate: new software from a Toronto startup called Rypple 

that lets people post Twitter-length questions about 

their performance in exchange for anonymous feed-

back. Companies ranging from sandwich chain Great 

Harvest Bread Co. to Firefox developer Mozilla have 

signed on as clients. 

Such initiatives upend the dreaded rite of annual re-

views by making performance feedback a much more 

real-time and ongoing process. Stanford University 

management professor Robert Sutton argues that 

performance reviews “mostly suck” because they’re 

conceived from the top rather than designed with em-

ployees’ needs in mind. “If you have regular conversa-

tions with people, and they know where they stand, 

then the performance evaluation is maybe unneces-

sary,” says Sutton. 

What Rypple’s and Accenture’s tools do is create 

a process in which evaluations become dynamic—and 

more democratic. Rypple, for example, gives employees 

the chance to post brief, 140-character questions, such 

as “What did you think of my presentation?” or “How 

can I run meetings better?” The queries are  e-mailed 

to managers, peers, or anyone else the user selects. 

Short anonymous responses are then aggregated and 

sent back, providing a quick-and-dirty 360-degree re-

view. The basic service is free. But corporate clients can 

pay for a premium version that includes tech support, 

extra security, and analysis of which topics figure high-

est in employee posts. Rypple’s co-founders have also 

launched software called TouchBase that’s meant to 

replace the standard annual review with quick monthly 

surveys and discussions. . . . 

If having your performance goals posted for the world 

to see sounds a bit Orwellian, consider this: Rypple re-

ports that some two-thirds of the questions posted 

on its service come from managers wanting feedback 

about business questions or their own performance. 

The biggest payoff of these social network-style tools 

may prove to be better performance by the boss. 1

FOR DISCUSSION

What do you like or dislike about using 

information technology for more intensive 

performance management?

Students are increasingly using the Internet for study resources and research. In this 

edition of Organizational Behavior, we continue to call more attention to the resources 

that are available for students at our Online Learning Center (the OLC). On the first 

page of every chapter, we draw students’ attention to the materials available on the 

OLC. Throughout the book, both students and instructors can take note of group and 

self-exercises available for specific content. These references and resources have been 

updated for the ninth edition. 

Also available on the OLC are four additional Learning Modules on Self-

Management, Performance Appraisal, Additional Leadership Models, and Research 

Methods in OB. Now you have the option to dig deeper into these four topics without 

the pressure that goes along with including it in the book.  

Take It to the Web

Table 14 –2 Communication Styles

COMMUNICATION 

STYLE DESCRIPTION NONVERBAL BEHAVIOR PATTERN VERBAL BEHAVIOR PATTERN

Assertive Pushing hard without 

  attacking; permits others 

to influence outcome; 

expressive and self-

enhancing without 

intruding on others

Good eye contact 

Comfortable but firm posture

Strong, steady, and audible 

 voice

Facial expressions matched 

 to message

Appropriately serious tone 

Selective interruptions to 

 ensure understanding

Direct and unambiguous 

 language

No attributions or 

  evaluations of other’s 

behavior

Use of “I” statements and 

  cooperative “we” 

statements

Aggressive Taking advantage of others; 

  expressive and self-

enhancing at other’s 

expense

Glaring eye contact

Moving or leaning too close

Threatening gestures (pointed 

 finger; clenched fist)

Loud voice 

Frequent interruptions

Swear words and abusive 

 language

Attributions and evalua- 

 tions of other’s behavior

Sexist or racist terms

Explicit threats or 

 put-downs

Nonassertive Encouraging others to take 

  advantage of us; inhibited; 

self-denying

Little eye contact 

Downward glances 

Slumped posture 

Constantly shifting weight

Wringing hands

Weak or whiny voice

Qualifiers (“maybe”; 

 “kind of”)

Fillers (“uh,” “you know,” 

 “well”)

Negaters (“It’s not really 

  that important”; “I’m not 

sure”)

SOURCE: Adapted in part from J A Waters, “Managerial Assertiveness,” Business Horizons, September–October 1982, pp 24–29.

go to the Web for the Group Exercise: Practicing Different Styles 
of Communication

It is okay to say no. Remember, the more you say yes to others, the less time you 
have to yourself. Saying yes when you want to say no can lead to guilt, anger, re-
sentment, and potentially failure.

Nonverbal Communication 
Nonverbal communication is “[a]ny message, sent or received independent of the 
written or spoken word . . . [It] includes such factors as use of time and space, 
distance between persons when conversing, use of color, dress, walking behavior, 
standing, positioning, seating arrangement, office locations and furnishing.”20

LO.4
Nonverbal 
communication

Messages sent 
outside of the written 
or spoken word.



P
eter F Drucker, the legendary management writer and teacher, left some 
good advice for those of you who are seeking self-improvement. Namely, 
focus on your  strengths,  not your weaknesses: 

Learning Module A 
 Self-Management 

Questions for Discussion

1. What valuable lessons about managing people have you

heard?

2. What have you learned about how not to manage people?

3. From the distant past to today, what significant shifts in

the management of people seem to have taken place?

4. Where does the management of people appear to be

headed?

5. All things considered, what mistakes are today’s man-

agers typically making when managing people?

6. How well did your group function as a “team”?

Wild Oats
Wild Oats Market is a supermarket with a difference.

Since its start in Boulder, Colorado, in 1987, Wild Oats

has been committed to offering fresh, affordable natural

and organic foods and providing knowledgeable customer

service that goes beyond selling into consumer education.

As it has grown, Wild Oats has reaped a reputation for be-

ing environmentally conscious, socially responsible, and

people-oriented.

Wild Oats sprung up as strong consumer interest in

healthy eating developed. Demand for natural foods

grew during the 1990s and continues to rise amid con-

cerns about pesticides, fertilizers, artificial ingredients,

and genetically altered food. With sales topping $21 bil-

lion in 2004, natural and organic foods are moving from

a niche category into the mainstream.1 With more than

100 stores in 25 US states and Canada, Wild Oats is the

second-largest retailer of natural and organic foods.

Since Perry Odak became CEO in 2001, Wild Oats has

undergone massive restructuring to evolve from a com-

pany put together by various acquisitions to one with a

consistent and profitable store base. Wild Oats planned to

open 20 stores in 2005 and 40 the next year.2 To increase

profit margins, it has developed a private-label strategy.

The company has rolled out hundreds of products under

its own brand in its own stores and has tested the brand in

a “store within a store” concept at a few outlets operated

by other retailers. Wild Oats also has experimented with

offering its private-label products online.3

Wild Oats stores are designed to offer a customer-

friendly shopping experience. A new store in Superior,

Colorado, stands as the model outlet. It uses color and

attention-getting graphics for a fresh, dynamic feel. The

center of the store is open and inviting with low shelves

that allow customers an unobstructed view from any

area. Educational opportunities abound, including a

demonstration kitchen with seating and an information

center in the health and beauty aids department.4

Focusing on the customer ranks at the top of Wild Oats’

values. The service expectations are higher than at tradi-

tional supermarkets, explains Peter Williams. Customers at

Wild Oats stores typically have questions, and employees

must be able to answer them. The company is careful to

hire people who are committed to providing service and 

to give them the expertise they need. Employee training

begins with a full-day orientation centering on the com-

pany’s mission and values and how to live up to them.

Then employees take a month-long course (and written

test) in natural foods and receive hands-on training. While

some employees were customers first before joining the

staff, others were unfamiliar with natural and organic

foods but were eager to learn. Once on board, Wild Oats

employees share the belief that they make a difference in

the health and lives of customers.

Communicating information, ideas, and concerns

helps build trust and teamwork at Wild Oats. Experi-

enced employees help new ones learn about the prod-

ucts. The company has an open door policy that extends

all the way to the top. Its Ethics Line is an online forum

available for employees to give input—anonymously—

on what they see as unethical behavior.

Arecent Work Life Survey, available to all employees,

provided managers with lots of useful feedback and in-

sight into why staffers like or dislike working at Wild

Oats. The number one reason employees cited for work-

ing there: the company’s mission and values, which they

share. Among the values is giving back to the community.

Each Wild Oats store chooses small, local charities to

support, and the company reimburses full-time employ-

ees for up to 52 hours of volunteer work a year. Carrying

out its mission of service, Wild Oats was named one of

“100 Best Corporate Citizens” by Business Ethics maga-

zine and was the highest-ranking food retailer on the list.

Questions for Discussion

1. What principles of TQM are evident in the
management of Wild Oats? How does Wild Oats
apply them?

2. In what ways does Wild Oats build human and
social capital?

3. Why are “21st century managers” essential to the
success of an organization like Wild Oats?

1“Naturally, Consumer Trends Skew to Organic Foods,” DSN Retailing Today,

April 11, 2005, p 29.
2Heather Draper,“Wild Oats Still Awaits Harvest from Its Big Turnaround

Effort,” The Wall Street Journal (Eastern edition),August 18, 2004, p 1.
3Mike Duff,“Wild Oats Pushes PL Plan,” DSN Retailing Today, November 22,

2004, p 5.
4“Wild Oats Markets,” Chain Store Age, February 2005, p 98.

Chapter 1 Video Case

Group Exercise

Timeless Advice

Objectives

1. To get to know some of your fellow students.

2. To put the management of people into a lively and inter-

esting historical context.

3. To begin to develop your teamwork skills.

Introduction
Your creative energy, willingness to see familiar things in un-

familiar ways, and ability to have fun while learning are keys

to the success of this warm-up exercise. A 20-minute, small-

group session will be followed by brief oral presentations and

a general class discussion. Total time required is approxi-

mately 40 to 45 minutes.

Instructions
Your instructor will divide your class randomly into groups of

four to six people each. Acting as a team, with everyone offer-

ing ideas and one person serving as official recorder, each

group will be responsible for writing a one-page memo to your

current class. Subject matter of your group’s memo will be

“My advice for managing people today is. . . .” The fun part of

this exercise (and its creative element) involves writing the

memo from the viewpoint of the person assigned to your group

by your instructor.

Among the memo viewpoints your instructor may assign

are the following:

• Bill Hewlett (chapter-opening vignette).

• An ancient Egyptian slave master (building the great pyr-

amids).

• Mary Parker Follett.

• Douglas McGregor.

• A Theory X supervisor of a construction crew (see 

McGregor’s Theories X and Y in Table 1–1).

• W Edwards Deming.

• A TQM coordinator at 3M Company.

• A contingency management theorist.

• A Japanese auto company executive.

• The chief executive officer of IBM in the year 2030.

• Commander of the Starship Enterprise II in the year 3001.

• Others, as assigned by your instructor.

Use your imagination, make sure everyone participates,

and try to be true to any historical facts you’ve encountered.

Attempt to be as specific and realistic as possible. Remember,

the idea is to provide advice about managing people from an-

other point in time (or from a particular point of view at the

present time).

Make sure you manage your 20-minute time limit care-

fully. A recommended approach is to spend 2 to 3 minutes put-

ting the exercise into proper perspective. Next, take about 10

to 12 minutes brainstorming ideas for your memo, with your

recorder jotting down key ideas and phrases. Have your

recorder use the remaining time to write your group’s one-

page memo, with constructive comments and help from the

others. Pick a spokesperson to read your group’s memo to the

class.

Personal Awareness and Growth Exercise

How Strong Is Your Motivation to Manage?

Objectives

1. To introduce a psychological determinant of managerial

success.

2. To assess your readiness to manage.

3. To discuss the implications of motivation to manage,

from the standpoint of global competitiveness.

Introduction
By identifying personal traits positively correlated with both

rapid movement up the career ladder and managerial effec-

tiveness, John B Miner developed a psychometric test for

measuring what he calls motivation to manage. The question-

naire assesses the strength of seven factors relating to the tem-

perament (or psychological makeup) needed to manage others.

One word of caution. The following instrument is a shortened

and modified version of Miner’s original. Our version is for in-

structional and discussion purposes only. Although we believe

it can indicate the general strength of your motivation to man-

age, it is not a precise measuring tool.

Instructions
Assess the strength of each of the seven dimensions of your

own motivation to manage by circling the appropriate numbers

on the 1 to 7 scales. Then add the seven circled numbers to get

your total motivation to manage score.

Scoring and Interpretation
Arbitrary norms for comparison purposes are as follows: Total

score of 7–21 ⫽Relatively low motivation to manage; 22–34 ⫽

Moderate; 35–49 ⫽ Relatively high. How do you measure up?

Remember, though, high motivation to manage is only part of

the formula for managerial success. The right combination of

ability and opportunity is also necessary.

Years of motivation-to-manage research by Miner and

others has serious implications for America’s future global

competitiveness. Generally, in recent years, college students

in the United States have not scored highly on motivation 

to manage.85 Indeed, compared with samples of US college

students, samples of students from Japan, China, Mexico,

A sampling of features that you’ll find at www.mhhe.com/kreitner  is shown here. 

In our supplements section of this guide, we’ve outlined other features of the OLC as 

well.  



Comprehensive Supplements for Instructors 

and Students

Instructor’s Manual
Prepared by Professor Bryan Bonner of the University of Utah, each chapter includes 

a chapter summary, opening-vignette solution, lecture outline, discussion question 

solutions for the Real World/Real People boxed features, OB in Action Case solutions, 

notes on using the exercises from the OLC, one or two lecturettes, additional exercises, 

and integrative video case teaching notes.

Test Bank
The test bank includes approximately 100 test questions per chapter, including true-

false, multiple choice, and essay with answers, page references, and Bloom’s Taxonomy 

level coding. Each test question is also tagged to the Learning Objective it covers in the 

chapter and the AACSB Learning Standard it falls under.

EZ Test
McGraw-Hill’s flexible and easy-to-use electronic testing program allows instructors to 

create tests from book-specific items. It accommodates a wide range of question types, 

and instructors may add their own questions. Multiple versions of the test can be cre-

ated, and any test can be exported for use with course management systems such as 

WebCT or BlackBoard. EZ Test Online allows you to administer EZ Test-created exams 

and quizzes online.

PowerPoint
The PowerPoint slides have been prepared by Professor Paige Wolf of George Mason 

University and are designed to be meaningful lessons for students that encourage 

active thinking and participation and allow the instructor to have at his or her finger-

tips the information he or she wants to convey for each slide. 

Videos
Videos are still available on DVD (13 ISBN: 9780073337289; 10 ISBN: 0073337285), 

and one video is provided for each of the 18 chapters. Each video has a corresponding 

video case, now posted at the OLC. Video topics and companies feature timely and 

interesting people, companies, and issues.

Manager’s Hot Seat
This interactive, video-based software puts students in the manager’s hot seat and 

requires them to apply their knowledge to dealing with important issues such as 

ethics, diversity, working in teams, and the virtual workplace. Six new interactive 

segments have been added to the latest version of  this popular resource and can 

be used in the classroom or as enrichment activities for students to complete on 

their own. All Manager’s Hot Seat videos can be found online in the Management 

Asset Gallery. 



The Latest in Technology

Management Asset Gallery
The Management Asset Gallery is McGraw-Hill’s new resource portal with conve-

nient access to all of our non–text-specific Management Resources. The vast library of 

resources includes Self-Assessments, Test Your Knowledge exercises supporting student 

skill building, videos, Manager’s Hot Seat segments placing students in the decision-

making chair of a manager, and much more. In addition to finding the resources you 

need, you will also find supporting instructor materials making integration of those 

resources virtually flawless: Teaching Notes, PowerPoint slides and Video Cases. 

Additional group exercises are provided along with handouts, figures, and more.

 Intuitively designed, the Management Asset Gallery may be browsed in any of the 

following three ways: by one of the 40 management topics, by resource, or by checking 

our recommendations for how to integrate the tools with your McGraw-Hill textbook. 

And there’s only one place for your students, too. They access their assigned materials 

on their textbook’s Premium OLC or Premium Cartridge. 

Online Learning Center
The Online Learning Center (OLC), www.mhhe.com/kreitner , is a Web site that follows the 

text chapter-by-chapter. As noted earlier, students will be encouraged to visit the OLC at 

certain points in the chapter for Self and Group exercises. They will also be able to take 

self-grading quizzes, review chapter material, and work through interactive exercises. Also 

included are the popular Test Your Knowledge exercises and Self-Assessment Quizzes from 

the Group and Video Resource Manual and additional Learning Modules A–D. Professors 

and students can access these materials directly through www.mhhe.com/kreitner or within 

a course management system. Students can also purchase premium content for additional 

study materials for just $10. 



CONNECT Management™  and CONNECT Management Plus™

McGraw-Hill’s Connect Management™ is a comprehensive online learning, assign-

ment, and assessment solution that gives instructors the power to create assignments, 

practice, tests, and quizzes online, while saving time! Connect Management™ acts like 

a navigation system for students by diagnosing where individual students are, and pro-

viding the fastest, most efficient path to mastering each learning objective and provid-

ing continuous, specific feedback all along the way. Connect™ also grades assignments 

automatically, provides instant feedback to students, and securely stores all student 

results. Detailed results let instructors see at a glance how each student performs and 

easily track the progress of every student in the course. The Connect Management™ 

grade reports can be easily integrated with WebCT, Blackboard, and Angel. Connect 

Management™ is also available with an integrated online version of the textbook. 

With a single access code, students can read the eBook, work through practice prob-

lems, do homework, and take exams.

Tegrity Campus
This semester, try incorporating Tegrity Campus into your lectures and give your stu-

dents the opportunity to truly engage in class without the distraction of copious note 

taking. Tegrity is a simple, one-click start/stop process that automatically captures 

audio, PowerPoint, Web pages, all computer screens, video, and more. To learn more 

about Tegrity, go to http://highered.mcgraw-hill.com/tegrity/be. 

McGraw-Hill Primis Online Digital Database
You can customize this text. McGraw-Hill Primis Online digital database offers you 

the flexibility to customize your course, including the material from the largest on-

line collection of textbooks, readings, and cases. Primis leads the way in customized 

eBooks with hundreds of titles available at prices that save your students more than 

20% off bookstore prices. Additional information is available at 800-228-0634.
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 When you finish studying the material in this chapter, you should be able to:

LO.1  Define the term organizational behavior, and contrast McGregor’s 
Theory X and Theory Y assumptions about employees.

LO.2  Identify the four principles of total quality management (TQM).

LO.3  Define the term e-business, and specify at least three OB-related issues 
raised by e-leadership.

LO.4  Contrast human and social capital, and explain why we need to build both.

LO.5  Define the term management, and identify at least five of the eleven 
managerial skills in Wilson’s profile of effective managers.

LO.6  Characterize 21st-century managers.

LO.7  Describe Carroll’s global corporate social responsibility pyramid, and 
discuss the problem of moral erosion.

LO.8  Identify four of the seven general ethical principles, and explain how to 
improve an organization’s ethical climate.

LO.9  Describe the sources of organizational behavior research evidence.

LEARNING OBJECTIVES

Chapter 1
Organizational Behavior: The 
Quest for People-Centered 
Organizations and Ethical 
Conduct



   Michelle Peluso, President and Chief Executive Officer, 

Travelocity

A few months before I was born, my father founded 

an environmental-engineering firm. I literally grew up 

watching him build it. Even as a little kid, I was struck 

by Dad’s obsessive interest in and care for the people 

who worked for him.

Nights when our family’s dinner-table conversation 

didn’t include discussion of his employees were rare. 

“Sally’s gotten accepted into an MBA program,” he’d 

say excitedly, “and we’re going to figure out how she 

can do that part-time.” Or “John’s wife just had a baby 

girl! We’re going over this weekend to see her.” Before 

company picnics we were thoroughly briefed: Bill had 

just won a new client; Mary was about to make an im-

portant presentation. His concern was authentic and 

unwavering, and it extended to all aspects of his em-

ployees’ lives. When two of his top employees were 

killed in a plane crash coming back from a business trip, 

Dad spent time with their grieving families.

Now, my father’s attitude and behavior were just 

part of his personality, not some maneuver to produce 

results—but they produced them all the same. He grew 

that start-up into a thriving 300-person business and 

then sold it to a larger company but continued to run it 

successfully. Two years ago, when he left to begin a new 

venture, more than half of his former employees sent 

him their résumés. So although my father never gave 

me management advice directly, his example provided a 

profound lesson: If you treat your employees as unique 

individuals, they’ll be loyal to you and they’ll perform—

and your business will perform, too.

The longer I’m in my own career, the more I attempt 

to put that lesson into practice.  At a 5,000-person 

global organization, I simply can’t know everyone per-

sonally. But I can apply my dad’s techniques in a scaled-up 

way that lets me know as many people as possible, that 

encourages managers to do the same, and that makes 

our employees generally feel that this is a place where 

someone’s looking out for them. I often visit our differ-

ent offices; I hold brown-bag lunches every week; I regu-

larly e-mail the whole staff about what’s going well and 

what needs to improve; I hold quarterly talent manage-

ment sessions with my direct reports; and I constantly 

walk the halls. When anyone at Travelocity e-mails me, I 

respond within 24 hours. I read every single word of our 

annual employee 

survey results and 

of my managers’ 

360-degree perfor-

mance feedback—

and I rate those 

managers in large 

part on how well 

they know and lead 

their own people.

Focusing on in-

dividuals instead of 

“the team” isn’t 

easy. It takes a lot of 

time and genuine 

caring, and requires 

a long-term view—

which can be 

tough when you’ve 

got a big business 

to run. Ultimately, 

however, it’s worth 

Student Resources for Studying Chapter 1

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms,  and dis-• 

cussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

online resources

www.mhhe.com/kreitner

Michelle Peluso, President and CEO 

of Travelocity, learned from her 

entrepreneurial father to focus on 

the individual employee.



4

the effort, for your employees and for the organiza-

tion. A few years ago one of our senior managers was 

leading a huge project that had high visibility with our 

investor community when she began having pregnancy 

complications. I fully supported her in taking several 

months off, for her own health and for her kids. It was 

a daunting time, but the team worked through it, and 

that manager is still working here—as our COO (chief 

operating officer). 

I describe my leadership style in all humility. I don’t 

have all the answers on how to lead people, and 

I learn from colleagues every day. But I share Dad’s 

entrepreneurial belief: People aren’t your “greatest 

asset”—they’re your only asset.1   

Reprinted by permission of Harvard Business Review. Excerpt 

from “The Best Advice I Ever Got,” by D. W. Dowling, October 

2008. Copyright 2008 by the Harvard Business School Publishing 

Corporation; all rights reserved.

Travelocity’s Michelle Peluso does more than just talk about the importance of her 
company’s people; she trusts, empowers, and listens to them. She has helped  create 
what Stanford University’s Jeffrey Pfeffer calls a “people-centered” organization. 
Research evidence from companies in both the United States and Germany shows 
the following seven people-centered practices to be strongly associated with much 
higher profits and significantly lower employee turnover:

Job security (to eliminate fear of layoffs).1. 

Careful hiring (emphasizing a good fit with the company culture).2. 

Power to the people (via decentralization and self-managed teams).3. 

Generous pay for performance.4. 

Lots of training.5. 

Less emphasis on status (to build a “we” feeling).6. 

Trust building (through the sharing of critical information).7. 2

Importantly, these factors are a package deal, meaning they need to be installed in 
a coordinated and systematic manner—not in bits and pieces.
 According to Pfeffer, only 12% of today’s organizations have the systematic 
approaches and persistence to qualify as true people-centered organizations, thus 
giving them a competitive advantage.3 To us, an 88% shortfall in the quest for 
people-centered organizations represents a tragic waste of human and economic 
potential. There are profound ethical implications as well, especially during the 
recent deep recession with millions of layoffs4 (see the Ethical Dilemma at the end 
of this chapter). As the head of a model people-centered company, Gary Kelly, 
CEO of Southwest Airlines, put it this way:

We’ve never had a layoff. We’ve never had a pay cut. And we’re going to strive mightily, 

especially this year [2009], to avoid them once again. I worry about that every day. And 

I don’t worry about much, but I worry about that.5

 At people-centered organizations such as Soutwest Airlines, layoffs are a very 
last resort, not a knee-jerk first response to bad news. Both practical experience and 
research tell us that layoffs hurt everyone, including the “survivors” who keep their 
jobs. A recent study of 318 companies led to this conclusion: “Three-fourths of 
4,172 workers who have kept their jobs say their productivity has dropped since their 
organizations let people go.”6 Of course, layoffs are sometimes  unavoidable. But 
imaginative people-centered organizations can make layoffs a last resort with tac-
tics such as across-the-board pay cuts and/or reduced hours and voluntary  unpaid 
leaves of absence. Additionally, consider these unique people-centered  tactics:

Vermont’s Rhino Foods, which makes the cookie dough for Ben & Jerry’s ice cream, 

recently sent 15 factory workers to nearby lip balm manufacturer Autumn Harp for a 

FOR DISCUSSION

What practical management lessons have you just 

learned from  Michelle Peluso?



 Chapter One   Organizational Behavior 5

week to help it handle a holiday rush. The employees were paid by Rhino, which then 

invoiced its neighbor for the hours worked. President Ted Castle is looking to adopt a 

similar approach with salaried managers, too. “It’s a lot easier to just do the layoff,” says 

Castle. “But in the long term, it’s not easier for the business.” . . .

Matt Cooper, vice-president of Larkspur (Calif.) recruiting firm Accolo, asked employ-

ees to take five days of unpaid leave this quarter but won’t dock paychecks until March. 

If big deals come through, he’ll lift the pay cut.7 

Each of us needs to accept the challenge to do a better job of creating and 
maintaining people-centered organizations, whatever our role(s) in society—
employer/entrepreneur, employee, manager, stockholder, student, teacher, voter, 
elected official, social/political activist. Toward that end, the mission of this book 
is to help increase the number of people-centered and ethically managed organiza-
tions around the world to improve the general quality of life.8

The purpose of this first chapter is to define organizational behavior (OB); 
examine its contemporary relevance; explore its historical, managerial, and ethical 
contexts; and introduce a topical roadmap for the balance of this book.

 Welcome to the World of OB 
Organizational behavior deals with how people act and react in organizations of 
all kinds. Think of the many organizations that touch your life on a regular basis; 
organizations that employ, educate, connect, inform, feed, heal, protect, and enter-
tain you. Cradle to grave, we interface with organizations at every turn. According 
to Chester I Barnard’s classic definition, an organization is “a system of con-
sciously coordinated activities or forces of two or more persons.”9 Organizations 
are a social invention helping us to achieve things collectively that we could not 
achieve alone. For better or for worse, they extend our reach. Consider the inspir-
ing example of the World Health Organization (WHO):

In 1967, 10 to 15 million people around the globe were struck annually by  smallpox. 

That year, the World Health Organization set up its smallpox-eradication unit. In 

13 years it was able to declare the world free of the disease. In 1988, 350,000 people 

were afflicted by polio when the WHO set up a similar eradication unit. Since then it 

has spent $3 billion and received the help of 20 million volunteers from around the 

world. The result: in 2003 there were only 784 reported cases of polio.10

On the other hand, organizations such as Al Qaeda kill and terrorize, and others 
such as General Motors squander our resources. Organizations are the chess-
board upon which the game of life is played. To know more about organizational 
behavior—life within organizations—is to know more about the nature, possibili-
ties, and rules of that game.

Organizational Behavior: An 
Interdisciplinary Field

  Organizational behavior, commonly referred to as OB, is an interdisciplinary field 
dedicated to better understanding and managing people at work. By definition, 
organizational behavior is both research and application oriented. Three basic 
levels of analysis in OB are individual, group, and organizational. OB draws 
upon a diverse array of disciplines, including psychology, management, sociology, 

to the point
Why is it 
important to 
study orga-
nizational 
behavior, 
regardless of 
one’s organi-
zational level 
or specialty?

Organization

System of 
consciously 
coordinated 
activities of two or 
more people.

LO.1

Organizational 
behavior

Interdisciplinary field 
dedicated to better 
understanding and 
managing people at 
work.
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organization theory, social psychology, statistics, anthropology, general systems 
theory, economics, information technology, political science, vocational counsel-
ing, human stress management, psychometrics, ergonomics, decision theory, and 
ethics. This rich heritage has spawned many competing perspectives and theories 
about human work behavior. By 2003, one researcher had identified 73 distinct 
theories about behavior within the field of OB.11

Some FAQs about Studying OB
Through the years we (and our colleagues) have fielded some frequently asked 
questions (FAQs) from our students about our field. Here are the most common 
ones, along with our answers.

Why Study OB? If  you thoughtfully study this book, you will learn more 
about yourself, how to interact effectively with others, and how to thrive (not just 
survive) in organizations. Lots of insights about your own personality, emotions, 
values, job satisfaction, perceptions, needs, and goals are available in Part Two. 
Relative to your interpersonal effectiveness, you will learn about being a team 
player, building trust, managing conflict, negotiating, communicating, and influ-
encing and leading others. We conclude virtually every major topic with prac-
tical how-to-do-it instructions. The idea is to build your skills in areas such as 
self-management, making ethical decisions, avoiding groupthink, listening, coping 
with organizational politics, handling change, and managing stress. Respected OB 
scholar Edward E Lawler III created the “virtuous career spiral” in Figure 1–1 to 
illustrate how OB-related skills point you toward career success.  “It shows that 
increased skills and performance can lead to better jobs and higher rewards.”12

Figure 1–1 OB-Related Skills Are the Ticket to Ride the Virtuous 

Career Spiral  

SOURCE: Edward E Lawler III, Treat People Right! How Organizations and Individuals Can Propel Each Other into a 

Virtuous Spiral of Success, Jossey-Bass, 2003, p. 21. Reprinted with permission of John Wiley & Sons, Inc. 
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If I’m an Accounting (or Other Technical Major), Why Should 
I Study OB? Many students in technical fields such as accounting, finance, 
computer science, and engineering consider OB to be a “soft” discipline with little 
or no relevance. You may indeed start out in a narrow specialty, but eventually your 
hard-won success will catch up with you and you will be tapped for some sort of su-
pervisory or leadership position. Your so-called soft people skills will make or break 
your career at that point.13 Also, in today’s team-oriented and globalized workplace, 
your teamwork, cross-cultural, communication, conflict handling, and negotiation 
skills and your powers of persuasion will be needed early and often. Jack Welch, the 
legendary CEO of General Electric, and Suzy Welch, the former editor of Harvard 
Business Review, offered this answer to a business school professor’s question about 
how best to prepare students for today’s global business environment:

We’d make the case that the nitty-gritty of managing people should rank higher in 

the educational hierarchy. In the past two years we’ve visited 35 B-schools around the 

world and have been repeatedly surprised by how little classroom attention is paid to 

hiring, motivating, team-building, and firing. Instead, B-schools seem far more invested in 

teaching brainiac concepts—disruptive technologies, complexity modeling, and the like. 

Those may be useful, particularly if you join a consulting firm, but real managers need 

to know how to get the most out of people. . . .

We hope you have the clout to make sure people management is front and center at 

your university. If you do, you’ll launch your students’ careers with a real head start.14

Can I Get a Job in OB? Organizational behavior is an academic designation. 
With the exception of teaching/research positions, OB is not an everyday job cate-
gory such as accounting, marketing, information technology, or finance. Students of 
OB typically do not get jobs in organizational behavior, per se. This reality in no way 
demeans OB or lessens its importance in effective organizational management. OB 
is a horizontal discipline cutting across virtually every job category, business func-
tion, and professional specialty. Anyone who plans to make a living in a large or 
small, public or private, organization needs to study organizational behavior.

A Historical Perspective of OB 
A historical perspective of the study of people at work helps in studying organizational 
behavior. According to a management history expert, this is important because

Historical perspective is the study of a subject in light of its earliest phases and subse-

quent evolution. Historical perspective differs from history in that the object of histori-

cal perspective is to sharpen one’s vision of the present, not the past.15

In other words, we can better understand where the field of OB is today and where 
it appears to be headed by appreciating where it has been and how it is being re-
directed.16 Let us examine four significant landmarks in the understanding and 
management of people in the workplace.

The human relations movement.1. 

The quality movement.2. 

The e-business revolution.3. 

The age of human and social capital.4. 

to the point
What les-
sons from 
McGregor 
and Deming 
can help man-
agers build 
human and 
social capital?
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The Human Relations Movement
A unique combination of factors during the 1930s fostered the human relations move-
ment. First, following legalization of union–management collective bargaining in the 
United States in 1935, management began looking for new ways of handling em-
ployees. Second, behavioral scientists conducting on-the-job research started calling 
for more attention to the “human” factor. Managers who had lost the battle to keep 
unions out of their factories heeded the call for better human relations and improved 
working conditions. One such study, conducted at Western Electric’s Chicago-area 
Hawthorne plant, was a prime stimulus for the human relations movement. Ironically, 
many of the Hawthorne findings have turned out to be more myth than fact.

The Hawthorne Legacy Interviews con-
ducted decades later with three subjects of the 
Hawthorne studies and reanalysis of the origi-
nal data with modern statistical techniques do 
not  support initial conclusions about the posi-
tive effect of supportive supervision. Specifically, 
money, fear of unemployment during the Great 
Depression, managerial discipline, and high-quality 
raw  materials—not supportive supervision—turned 
out to be responsible for high output in the relay as-
sembly test room experiments.17 Nonetheless, the 
human relations movement gathered momentum 
through the 1950s, as academics and managers alike 
made stirring claims about the powerful effect that 
individual needs, supportive supervision, and group 
dynamics apparently had on job performance.

The Writings of Mayo and Follett Essential 
to the human relations movement were the writings 
of Elton Mayo and Mary Parker Follett. Australian-
born Mayo, who headed the Harvard researchers at 

Hawthorne, advised managers to attend to employees’ emotional needs in his 1933 
classic The Human Problems of an Industrial Civilization. Follett was a true pioneer, 
not only as a woman management consultant in the male-dominated industrial 
world of the 1920s, but also as a writer who saw employees as complex combina-
tions of attitudes, beliefs, and needs. Mary Parker Follett was way ahead of her time 
in telling managers to motivate job performance instead of merely demanding it, a 
“pull” rather than “push” strategy. She also built a logical bridge between political 
democracy and a cooperative spirit in the workplace.18

McGregor’s Theory Y In 1960, Douglas McGregor wrote a book entitled 
The Human Side of Enterprise, which has become an important philosophical base 
for the modern view of people at work.19 Drawing upon his experience as a manage-
ment consultant, McGregor formulated two sharply contrasting sets of assumptions 
about human nature (see Table 1–1).  His Theory X assumptions were pessimistic 
and negative and, according to McGregor’s interpretation, typical of how managers 
traditionally perceived employees. To help managers break with this negative tradi-
tion, McGregor formulated his Theory Y, a modern and positive set of assumptions 
about people. McGregor believed managers could accomplish more through others 
by viewing them as self-energized, committed, responsible, and creative beings.20

Theory Y

McGregor’s modern 
and positive 

assumptions about 
employees being 
responsible and 

creative.

These relay assembly test room employees in the classic 

Hawthorne Western Electric studies turned in record 

performance. Why? No one knows for certain, and 

debate continues to this day. Supportive supervision was 

long believed to be the key factor.  Whatever the reason, 

Hawthorne gave the budding human relations movement 

needed research credibility. 
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Table 1–1 McGregor’s Theory X and Theory Y

OUTDATED (THEORY X) ASSUMPTIONS 
ABOUT PEOPLE AT WORK

MODERN (THEORY Y) ASSUMPTIONS 
ABOUT PEOPLE AT WORK

1.  Most people dislike work; they 

avoid it when they can.

1.  Work is a natural activity, like play 

or rest.

2.  Most people must be coerced and 

threatened with punishment before 

they will work. People require close 

direction when they are working.

2.  People are capable of self- direction 

and self-control if they are 

 committed to objectives.

3.  Most people actually prefer to be 

directed. They tend to avoid respon-

sibility and exhibit little ambition.

They are interested only in security.

3.  People generally become committed 

to organizational objectives if they 

are rewarded for doing so.

4.   The typical employee can learn to 

accept and seek responsibility.

5.   The typical member of the general 

population has imagination, ingenuity, 

and creativity.

SOURCE: From D McGregor, The Human Side of Enterprise, McGraw-Hill, 1960, Ch 4. Copyright 

© 2008 The McGraw-Hill Companies. Reprinted with permission.

According to this overview from HR Magazine, McGregor’s Theory Y is still 
a distant vision in the American workplace:

With strikingly similar statistics, several highly respected research and consulting 

organizations have found that there’s a huge population of workers—roughly half of 

all Americans in the workforce—who show up, do what’s expected of them, but don’t 

go that extra mile, don’t turn on the creative juices, don’t get inspired to create great 

products or services.

Perhaps the most significant finding:  These are people, for the most part, who want 

to go above and beyond, to be an integral part of the company’s success. Something—

often a disconnect with an immediate supervisor or a feeling that the organization 

doesn’t care about them—is getting in the way. There is a huge, untapped potential 

that many executives, managers and employees do not recognize and, therefore, have 

not addressed. And it’s sapping organizations’ potential.

“We’re running as an economy at 30% efficiency” because so many workers 

are not  contributing as much as they could, says Curt Coffman [from the Gallup 

Organization].21

New Assumptions about Human Nature Unfortunately, unsophisti-
cated behavioral research methods caused the human relationists to embrace some 
naive and misleading conclusions.22 For example, human relationists believed in 
the axiom, “A satisfied employee is a hardworking employee.” Subsequent re-
search, as discussed later in this book, shows the satisfaction–performance linkage 
to be more complex than originally thought.
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Despite its shortcomings, the human relations movement opened the door to 
more progressive thinking about human nature. Rather than continuing to view 
employees as passive economic beings, managers began to see them as active social 
beings and took steps to create more humane work environments.

The Quality Movement
In 1980, NBC aired a television documentary titled “If Japan Can . . . Why Can’t 
We?” It was a wake-up call for North American companies to dramatically improve 
product quality or continue losing market share to Japanese electronics and automo-
bile companies. A full-fledged movement ensued during the 1980s and 1990s. Much 
was written, said, and done about improving the quality of both goods and services.23 
Thanks to the concept of total quality management (TQM) and Six Sigma programs, 
the quality of the goods and services we purchase today is significantly better than 
in years past. Six Sigma was developed in 1986 at Motorola by engineer Bill Smith 
to achieve an astounding 99.9997% quality target by eliminating defects and cutting 
waste. It was licensed to companies such as General Electric that became avid users. 
An estimated 35% of U.S. companies have adopted Six Sigma.

Six Sigma, broadly speaking, expresses a way of thinking about business problems that 

encourages precision and predictability. The mantra of Six Sigma “black belts” is DMAIC, 

for “define, measure, analyze, improve, control.” The “sigma” refers to the Greek letter, 

which in statistics is used to measure how far something deviates from perfection. The 

“six” comes from the goal to be no more than six standard deviations away from that 

perfect measure.24

The underlying principles of TQM and Six Sigma are more important than ever 
given customers’ steadily rising expectations:

Establish a reputation for great value, top quality, or pulling late-night miracles in time 

for crucial client meetings, and soon enough, the goalposts move. “Greatness” lasts 

only as long as someone fails to imagine something better. Inevitably, the exceptional 

becomes the expected.

Call it the performance paradox: If you deliver, you only qualify to deliver more. 

Great companies and their employees have always endured this treadmill of expecta-

tions. But these days, the brewing forces of technology, productivity, and transparency 

have accelerated the cycle to breakneck speed.25

The quality movement has profound practical implications for managing people today.

What Is TQM? Experts on the subject offered this definition of total quality 

management:

TQM means that the organization’s culture is defined by and supports the constant 

attainment of customer satisfaction through an integrated system of tools, techniques, 

and training. This involves the continuous improvement of organizational processes, 

resulting in high-quality products and services.26

Quality consultant Richard J Schonberger sums up TQM as “continuous, 
 customer-centered, employee-driven improvement.”27 TQM is necessarily employee 
driven because product/service quality cannot be continuously improved without the 
active learning and participation of every employee. Thus, in successful quality im-
provement programs, TQM principles are embedded in the organization’s culture. 
In fact,  according to the results of a field experiment, bank customers had higher 

Total quality 
management

An organizational 
culture dedicated to 
training, continuous 

improvement, 
and customer 

satisfaction.
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satisfaction after interacting with bank employees who had been trained to provide 
excellent service.28

The Deming Legacy Quality is in the corporate DNA today thanks in large 
part to the pioneering work of W Edwards Deming.29 Ironically, the mathematician 
credited with Japan’s post–World War II quality revolution rarely talked in terms of 
quality. He instead preferred to discuss “good management” during the hard-hitting 
seminars he delivered right up until his death at age 93 in 1993.30 Although Deming’s 
passion was the statistical measurement and reduction of variations in industrial 
processes, he had much to say about how employees should be treated. Regarding 
the human side of quality improvement, Deming called for the following:

 Formal training in statistical process control techniques and teamwork.• 

 Helpful leadership, rather than order giving and punishment.• 

 Elimination of fear so employees will feel free to ask questions.• 

 Emphasis on continuous process improvements rather than on numerical • 
quotas.

 Teamwork.• 

 Elimination of barriers to good workmanship.• 31

One of Deming’s most enduring lessons for managers is his 85–15 rule.32 
Specifically, when things go wrong, there is roughly an 85% chance the system 
( including management, machinery, and rules) is at fault. Only about 15% of the time 
is the individual employee at fault. Unfortunately, as Deming observed, the  typical 
manager spends most of his or her time wrongly blaming and punishing individuals 
for system failures. Statistical analysis is required to uncover system failures.

Principles of TQM Despite variations in the language and scope of 
TQM programs, it is possible to identify four common TQM principles:

Do it right the first time to eliminate costly rework and product recalls.1. 

Listen to and learn from customers and employees.2. 

Make continuous improvement an everyday matter.3. 

Build teamwork, trust, and mutual respect.4. 33

Deming’s influence is clearly evident in this list. Once again, as with the human 
relations movement, we see people as the key factor in organizational success.

In summary, TQM advocates have made a valuable contribution to the field 
of OB by providing a practical context for managing people. The case for TQM 
is strong because, as discovered in two comprehensive studies, it works.34 When 
people are managed according to TQM principles, more of them are likely to get 
the employment opportunities and high-quality goods and services they demand. 
As you will see many times in later chapters, this book is anchored to Deming’s 
philosophy and TQM principles.

The Internet and E-Business Revolution
In the early 1990s, when Internet applications were undergoing a growth spurt, ad-
vocates said it would change everything. Then came the tech crash of 2001 and the 
Internet promise was ridiculed as pure hype. But after some adolescent growing pains, 
the Internet has in fact changed everything. The raw numbers are impressive: 190 mil-
lion Americans on the Internet; over 1 billion Internet users worldwide; 3,000 Google 

LO.2

LO.3
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searches every second in the United States.35 What was once e-commerce (buying and 
selling goods and services over the Internet) has evolved into e-business, using the 
Internet to facilitate every aspect of running a business.36 Said one industry observer: 
“Strip away the highfalutin talk, and at bottom, the Internet is a tool that dramatically 
lowers the cost of communication. That means it can radically alter any industry or 
activity that depends heavily on the flow of information.”37

Relative to OB, we need to focus on how the Internet has changed the behavior 
of those who have grown up with the Internet and take activities such as Googling, 
Facebooking, YouTubing, and tweeting on Twitter for granted. Don Tapscott, 
author of the intriguing new book Grown Up Digital: How the Net Generation Is 
Changing the World, says the 81 million Americans born between January 1977 
and December 1997 have a unique worldview shaped by the Internet:

These are the eight norms of the Net Generation. They value freedo m—freedom to 

be who they are, freedom of choice. They want to customize everything, even their 

jobs. They learn to be skeptical, to scrutinize what they see and read in the media, in-

cluding the Internet. They value integrity—being honest, considerate, transparent, and 

abiding by their commitment. They’re great collaborators, with friends online and at 

work. They thrive on speed. They love to innovate.

. . . [I]f you understand these norms, you can change your company, school or university, 

government, or family for the twenty-first century.38

(Tapscott’s ideas about the Net Generation are expanded upon in Chapter 14.) 
In short, organizations and organizational life will never be the same because of 
e-mail, e-learning, e-management, e-leadership (see Table 1–2), virtual teams, and 
virtual organizations.39 

E-business

Running the entire 
business via the 

Internet.

 Table 1–2 The Brave New World of E-Leadership

Because it involves electronically mediated interactions, in combination with the traditional face-to-face 

variety, experts say e-leadership raises these major issues for modern management:

1.  Leaders and followers have more access to information and each other, and this is changing the nature 

and content of their interactions.

2.  Leadership is migrating to lower and lower organizational levels and out through the boundaries of the 

organization to both customers and suppliers.

3.  Leadership creates and exists in networks that go across traditional organizational and community 

boundaries.

4.  Followers know more at earlier points in the decision-making process, and this is potentially affecting 

the credibility and influence of leaders.

5.  Unethical leaders with limited resources can now impact negatively a much broader audience of 

potential followers.

6.  The amount of time and contact that even the most senior leaders can have with their followers has 

increased, although the contact is not in the traditional face-to-face mode.

 Making wise hiring and job assignment decisions, nurturing productive relationships, and building trust are 

more important than ever in the age of e-leadership.

SOURCE: Six implications excerpted from Organizational Dynamics, vol. 4, B J Avolio and S S Kahai, “Adding the ‘E’ to E-Leadership: 

How It May Impact Your Leadership,” p 333. Copyright © 2003 with permission from Elsevier Science.
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The Need to Build Human and Social Capital
Knowledge workers, those who add value by using their brains rather than the 
sweat off  their backs, are more important than ever in today’s global economy. 
What you know and who you know increasingly are the keys to both personal 
and organizational success40 (see Figure 1–2).  In the United States, the following 
“ perfect storm” of current and emerging trends heightens the importance and 
urgency of building human capital:

  Spread of advanced technology to developing countries with rapidly growing • 
middle classes (e.g., China, India, Russia, and Brazil).

  Offshoring of increasingly sophisticated jobs (e.g., product design, • 
 architecture, medical diagnosis).

  Comparatively poor math and science skills among America’s youth.• 

  Massive brain drain caused by retiring post–World War II baby-boom • 
 generation.41

LO.4

Figure 1–2 The Strategic Importance and Dimensions of Human 

and Social Capital
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What Is Human Capital? (Hint: Think BIG) A team of human re-
source management authors offered this perspective:

We’re living in a time when a new economic paradigm—characterized by speed, 

 innovation, short cycle times, quality, and customer satisfaction—is highlighting the 

 importance of intangible assets, such as brand recognition, knowledge, innovation, and 

particularly human capital.42

Human capital is the productive potential of  an individual’s knowledge and 
actions. Potential is the operative word in this intentionally broad definition. 
When you are hungry, money in your pocket is good because it has the po-
tential to buy a meal. Likewise, a present or future employee with the right 
combination of  knowledge, skills, and motivation to excel represents human 
capital with the potential to give the organization a competitive advantage. 
For example, Intel is a high-tech computer chip manufacturer whose future 
depends on innovative engineering. It takes years of  math and science stud-
ies to make world-class engineers. Not wanting to leave the future supply of 
engineers to chance, Intel annually spends $100 million funding education ini-
tiatives at all levels worldwide.43 The company encourages youngsters to study 
math and science and sponsors rigorous science competitions with scholarships 
up to $100,000 for the winners.44 Will all of  the students end up working for 
Intel? No. That’s not the point. The point is much bigger—namely, to build the 
world’s human capital.

What Is Social Capital? Our focus now shifts from the individual to so-
cial units (e.g., friends, family, company, group or club, nation). Think relation-
ships. Social capital is productive potential resulting from strong relationships, 
goodwill, trust, and cooperative effort.45 Again, the word potential is key (see 
the Real World/Real People feature on page 15).  According to experts on the 
subject: “It’s true: the social capital that used to be a given in organizations 
is now rare and endangered. But the social capital we can build will allow us 
to capitalize on the volatile, virtual possibilities of  today’s business environ-
ment.”46 Relationships do matter. In a general survey, 77% of  the women and 
63% of  the men rated “Good relationship with boss” extremely important. 
Other factors—including good equipment, resources, easy commute, and flex-
ible hours—received lower ratings.47 Moreover, research indicates the favorable 
impacts positive social interactions can have on cardiovascular health and the 
immune system.48 

Building Human and Social Capital Various dimensions of human 
and social capital are listed in Figure 1–2. They are a preview of what lies ahead 
in this book, including our discussion of organizational learning in Chapter 17. 
Formal organizational learning and knowledge management programs, as dis-
cussed in Chapter 12, need social capital to leverage individual human capital for 
the greater good. It is a straightforward formula for success. Growth depends on 
the timely sharing of valuable knowledge. After all, what good are bright employ-
ees who do not network, teach, and inspire? 

Human capital

The productive 
potential of one’s 

knowledge and 
actions.

Social capital

The productive 
potential of 

strong, trusting, 
and cooperative 

relationships.
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The Managerial Context: Getting Things 
Done with and through Others 

Like the organizations they run, managers touch our lives in many ways. Schools, 
hospitals, government agencies, and large and small businesses all require system-
atic management. Formally defined, management is the process of working with 
and through others to achieve organizational objectives, efficiently and ethically, 
in the face of constant change. For students of OB, the central feature of this 
definition is “working with and through others.”49 Managers play a constantly 
evolving role. Today’s successful managers are no longer the I’ve-got-everything-
under-control order givers of yesteryear. Rather, they need to creatively envision 
and actively sell bold new directions in an ethical and people-friendly manner. 
Effective managers are team players empowered by the willing and active support 
of others who are driven by conflicting self-interests.50 Each of us has a huge stake 
in how well managers carry out their evolving role. A recent review of 30 years of 
business literature led to this conclusion about what good management involves: 
“Find a clear purpose. Be aware that past experience and a mass of informa-
tion can interfere with wise decisions. Maintain a bias toward action. Be open to 
change. Seek feedback.”51 A good managerial role model is Todd Bradley, who 
guided Hewlett-Packard’s personal computer division to No. 1:

Three years ago, when Bradley was brought in, investors wanted HP to jettison the PC 

business. IBM had just sold its unit to Lenovo, and it looked like Dell would dominate 

LO.5 to the point
Which of 
Wilson’s man-
agerial skills 
are most 
important for 
21st-century 
managers?

Management
Process of working 
with and through 
others to achieve 
organizational 
objectives, efficiently 
and ethically, amid 
constant change.

Tufts University junior Dean Ladin expected to owe as 

much as $40,000 in student loans upon graduation and 

assumed he’d need to postpone for years his dream of 

working in youth services.

But with the nation’s economy struggling, he’s 

planning to apply for a low-paying teaching job in 

a high-need setting. By doing so, he will become 

eli gible for a program . . . to help Tufts graduates 

pay down their debts if they go to work in public 

service. . . .

Eager to encourage public service and give debt-

burdened graduates more options, several colleges and 

universities are trying new initiatives. . . .

Undergraduates at 15 colleges are . . . receiving 

stipends to discuss their federal internships and recruit 

classmates. Meanwhile, the year-old Public Service 

Loan Forgiveness Program eventually will discharge 

outstanding balances on federal student loans for any-

one who . . . works full-time for 10 years in government 

non-profit groups.

 Is this “carrot” approach to building human and 
social capital a good (or bad) idea? 

SOURCE: Excerpted from G J MacDonald, “Tuition Paid with 

Service,” USA Today, November 18, 2008, p 6D.   

Debt-Burdened Students Help Themselves by Building Human  

and Social Capital 

REAL WORLD | real people 

In a win-win approach to building human and 

social capital, some colleges are helping gradu-

ates pay down their student loans in return for 

teaching in high-need areas. Interested?
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the industry with its low-cost, no frills, direct-sales model. With remarkable speed, 

 however, HP has knocked Dell on its heels and shown it’s not just Apple that can 

innovate in the computer business.52 

Quality of management can make a big difference for employees and customers, alike.
Let us take a closer look at the skills managers need to perform and the future 

direction of management.

What Do Managers Do? A Skills Profile
Observational studies by Henry Mintzberg and others have found the typical 
manager’s day to be a fragmented collection of brief  episodes.53 Interruptions are 
commonplace, while large blocks of time for planning and reflective thinking are 
not. In one particular study, four top-level managers spent 63% of their time on 
activities lasting less than nine minutes each. Only 5% of the managers’ time was 
devoted to activities lasting more than an hour.54 But what specific skills do effec-
tive managers perform during their hectic and fragmented workdays?

Many attempts have been made over the years to paint a realistic picture of what 
managers do. Diverse and confusing lists of managerial functions and roles have been 
suggested. Fortunately, a stream of research over the past 20 years by Clark Wilson 
and others has given us a practical and statistically validated profile of managerial 
skills55 (see Table 1–3).  Wilson’s managerial skills profile focuses on 11 observable 
categories of managerial behavior. This is very much in tune with today’s emphasis 
on managerial competency. Wilson’s unique skills-assessment technique goes beyond 
the usual self-report approach with its natural bias. In addition to surveying a given 
manager about his or her 11 skills, the Wilson approach also asks those who report 
directly to the manager to answer questions about their boss’s skills. According to 
Wilson and his colleagues, the result is an assessment of skill mastery, not simply skill 

Table 1  –3 Skills Exhibited by an Effective Manager

 1. Clarifies goals and objectives for everyone involved.

 2. Encourages participation, upward communication, and suggestions.

 3. Plans and organizes for an orderly work flow.

 4.  Has technical and administrative expertise to answer organization-

related questions.

 5. Facilitates work through team building, training, coaching, and support.

 6. Provides feedback honestly and constructively.

 7. Keeps things moving by relying on schedules, deadlines, and helpful reminders.

 8. Controls details without being overbearing.

 9. Applies reasonable pressure for goal accomplishment.

10.  Empowers and delegates key duties to others while maintaining goal  clarity 

and commitment.

11. Recognizes good performance with rewards and positive reinforcement.

SOURCES:  Adapted from material in F Shipper, “A Study of the Psychometric Properties of 

the Managerial Skill Scales of the Survey of Management Practices,” Educational and Psychological 

Measurement, June 1995, pp 468–79; and C L Wilson, How and Why Effective Managers Balance Their 

Skills: Technical, Teambuilding, Drive (Columbia, MD: Rockatech Multimedia Publishing, 2003).
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awareness.56 The logic behind Wilson’s approach is both simple and compelling. Who 
better to assess a manager’s skills than the people who experience those behaviors on 
a day-to-day basis—those who report directly to the manager?

The Wilson managerial skills research yields four useful lessons:

 Dealing effectively with 1. people is what management is all about. The 11 

skills in Table 1–3 constitute a goal creation/commitment/feedback/reward/ 

accomplishment cycle with human interaction at every turn.

 Managers with high skills mastery tend to have better subunit performance and 2. 

employee morale than managers with low skills mastery.57

  3. Effective female and male managers do not have significantly different skill pro-

files,58 contrary to claims in the popular business press in recent years.59

 At all career stages, 4. derailed managers (those who failed to achieve their poten-

tial) tended to be the ones who overestimated their skill mastery (rated themselves 

higher than their employees did).60 This prompted the following conclusion from 

the researcher: “when selecting individuals for promotion to managerial positions, 

those who are arrogant, aloof, insensitive, and defensive should be avoided.”61

21st-Century Managers 
Today’s workplace is indeed undergoing immense and perma-
nent changes.62 Organizations have been “reengineered” for 
greater speed, efficiency, and flexibility. Teams are pushing aside 
the individual as the primary building block of organizations.63 
Command-and-control management is giving way to participa-
tive management and empowerment. Ego-centered leaders are 
being replaced by customer-centered leaders. Employees in-
creasingly are being viewed as internal customers. A 2008 sum-
mit of 35 executives and management scholars prompted a call 
for a reinvention of management. Lead reseacher Gary Hamel 
framed the challenge this way:

[Historically,] the problems were efficiency and scale, and the so-

lution was bureaucracy, with its hierarchical structure, cascading 

goals, precise role definitions, and elaborate rules and procedures.

Managers today face a new set of problems, products of a volatile 

and unforgiving environment. Some of the most critical: How in an age of rapid change 

do you create organizations that are as adaptable and resilient as they are focused and 

efficient? How in a world where the winds of creative destruction blow at gale force can 

a company innovate quickly and boldly enough to stay relevant and profitable? How in a 

creative economy where entrepreneurial genius is the secret to success do you inspire 

employees to bring the gifts of initiative, imagination, and passion to work every day? 

How . . . do you encourage executives to fulfill their responsibilities to all stakeholders?64 

All this creates a mandate for more flexible, innovative, and responsive organizations 
and a new kind of manager in the 21st century (see Table 1–4). 

LO.6

go to the Web for the Self-Exercise:  How Strong Is Your Motivation 
to Manage?
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The Contingency Approach to Management
Scholars have wrestled for many years with the problem of how best to apply the 
diverse and growing collection of management tools and techniques. Their answer 
is the contingency approach. The contingency approach calls for using manage-
ment techniques in a situationally appropriate manner, instead of trying to rely on 
“one best way” or “one size fits all.”

The contingency approach encourages managers to view organizational behavior 
within a situational context. According to this modern perspective, evolving situations, 
not hard-and-fast rules, determine when and where various management techniques 
are appropriate. Harvard’s Clayton Christensen put it this way: “Many of the widely 
accepted principles of good management are only situationally appropriate.”65 For 
example, as discussed in Chapter 16, contingency researchers have determined that 
there is no single best style of leadership. Organizational behavior specialists embrace 
the contingency approach because it helps them realistically interrelate individuals, 
groups, and evolving circumstances inside and outside the organization.66 Moreover, 
the contingency approach sends a clear message to managers in today’s global econ-
omy: Carefully read the situation and then be flexible enough to adapt (see the Real 
World/Real People feature on page 19). 

Contingency 
approach

Using management 
tools and techniques 

in a situationally 
appropriate manner; 

avoiding the one-
best-way mentality.

Table 1–4  Evolution of the 21st-Century Manager

PAST MANAGERS FUTURE MANAGERS

Primary role Order giver,  privileged 

  elite, manipulator, 

 controller

Facilitator, team  member, 

  teacher, advocate, 

 sponsor, coach

Learning and 

  knowledge

Periodic learning, narrow 

 specialist

Continuous life-long 

  learning, generalist 

with multiple specialties

Compensation  criteria Time, effort, rank Skills, results

Cultural orientation Monocultural, monolingual Multicultural, multilingual

Primary source of 

  influence

Formal authority Knowledge (technical 

 and interpersonal)

View of people Potential problem Primary resource; 

 human capital

Primary communica-

 tion pattern

Vertical Multidirectional

Decision-making style Limited input for 

  individual decisions

Broad-based input for 

 joint decisions

Ethical considerations Afterthought Forethought

Nature of interpersonal 

 relationships

Competitive (win–lose) Cooperative (win–win)

Handling of power and 

 key information

Hoard and restrict access Share and broaden access 

 for greater transparency

Approach to change Resist Facilitate
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The Ethics Challenge 
Thanks to highly publicized criminal acts of now-jailed executives from the likes of 
Enron, Tyco, and WorldCom,67 corporate officers in the United States became sub-
ject to high accountability standards and harsh penalties under the Sarbanes-Oxley 
Act of 2002.68 Sadly, instead of improving, business ethics continued to hit new 
lows, as symbolized by $50 billion Ponzi schemer Bernard Madoff’s trip to prison 
in 2009.69 The general public and elected officials (who have their own criminal hall 
of shame) continue to call for greater attention to ethical conduct.70

Clearly, everyone needs to join in the effort to stem this tide of unethical con-
duct. There are a variety of individual and organizational factors that contribute to 
unethical behavior. OB is an excellent vantage point for better understanding and 
improving workplace ethics. If  OB can provide insights about managing human 
work behavior, then it can teach us something about avoiding misbehavior.

Ethics involves the study of  moral issues and choices. It is concerned with 
right versus wrong, good versus bad, and the many shades of  gray in supposedly 
black-and-white issues. Moral implications spring from virtually every decision, 
both on and off  the job. Managers are challenged to have more imagination and 
the courage to do the right thing to make the world a better place.

To enhance our understanding of ethics within an OB context, we will discuss 
(1) a corporate social responsibility model, (2) the general erosion of morality, 
(3) seven moral principles for managers, (4) how to improve an organization’s ethi-
cal climate, and (5) a personal call to action.

to the point
How can 
an under-
standing 
of Carroll’s 
social respon-
sibility pyra-
mid and the 
seven moral 
principles 
lead to more 
ethical con-
duct in the 
 workplace?

Ethics

Study of moral 
issues and choices.

Nothing about the executive dining room at American 

Express, on the 50th floor at the company’s downtown 

Manhattan headquarters, suggests not-for-profit. But 

on a recent afternoon, 24 employees of nonprofits sank 

into oversized dinner chairs, listening to AmEx Chief 

Executive Kenneth I. Chenault. “You can learn a great 

deal about leadership if you take it as seriously as other 

disciplines,” Chenault said. “Most people don’t.” 

The visitors, handpicked by their bosses, made up 

the first class of a weeklong “Nonprofit Leadership 

Academy.” AmEx, like most big companies, has long 

supported nonprofits with donations. Its new program 

is part of a growing effort to address one of the non-

profit world’s acute problems—the lack of well-trained 

managers. 

Others are doing it, too. . . . [In 2008], IBM announced 

a collaboration with Bridgespan Group, a consultancy 

for nonprofits, to help employees facing retirement 

transition into nonprofit work. Bank of America has 

a training program for nonprofit executives, and the 

Gap Foundation has one in the works. The goal, says 

Chenault, is to have everyone “ leverage our existing 

tools to make a major impact in the nonprofit world.” 

What leadership and management challenges 
are unique to nonprofit organizations such as 
universities, hospitals, and charities?

SOURCE: Alison Damast, “Narrowing the Nonprofit Talent Gap,” 

BusinessWeek, August 11, 2008, p 58.  

Businesses Help Develop Nonprofit Sector Leaders

REAL WORLD | real people

American Express CEO Kenneth I Chenault.
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A Model of Global Corporate Social 
Responsibility and Ethics

Corporate social responsibility (CSR) is defined as “the notion that corporations 
have an obligation to constituent groups in society other than stockholders and 
beyond that prescribed by law or union contract.”71 CSR challenges businesses 
to go above and beyond just making a profit to serve the interests and needs of 
“stakeholders,” including past and present employees, customers, suppliers, and 
countries and communities where facilities are located72 (see the Real World/Real 
People feature above).  A good deal of controversy surrounds the drive for greater 
CSR because classical economic theory says businesses are responsible for pro-
ducing goods and services to make profits, not solving the world’s social, political, 
and environmental ills.73 What is your opinion?

University of Georgia business ethics scholar Archie B Carroll views CSR in 
broad terms. So broad, in fact, that he created a model of CSR/business ethics 
with the global economy and multinational corporations in mind (see Figure 1–3). 
 This model is very timely because it effectively triangulates three major trends: 
(1) economic globalization, (2) expanding CSR expectations, and (3) the call for 
improved business ethics. Carroll’s global CSR pyramid, from the bottom up, 
 advises organizations in the global economy to

 • Make a profit consistent with expectations for international businesses.

 • Obey the law of  host countries as well as international law.

 • Be ethical in its practices, taking host-country and global standards into 
consideration.

 • Be a good corporate citizen, especially as defined by the host country’s 
 expectations.74

LO.7

Corporate social 
responsibility

Corporations are 
expected to go 

above and beyond 
following the law 

and making a profit.

In Appleton, Wis., the after-school center at Horizons 

School has several kids who couldn’t be there if not 

for the JCPenney Afterschool Fund—one of the more 

than 600 after-school programs the department store 

helps fund. . . . [In 2008], Penney’s provided 20,000 

grants to cover or defray costs for kids to attend after-

school programs.

The retailer contributed more than $70 million 

since 1999 to programs run by YMCAs, Boys and Girls 

Clubs, 4-H Clubs and United Way-funded agencies. 

In addition, Penney sometimes raises money for the 

after-school fund by asking customers whether they’d 

be willing to round their purchases up to the next 

dollar. On Dec. 5–14 [2008], Penney raised a record 

$1.5 million in the fourth such “Round Up.” 

How would you respond to someone who 
called this simply a public relations campaign?

SOURCE: Excerpted  from J O’Donnell, “20,000 Grants Help Kids,” 

USA Today, December 24, 2008, p 2B.   

Pennies Add Up at JCPenney  

REAL WORLD | real people 

Companies like JCPenney have provided 

 millions of dollars for children’s after-school 

programs to fulfill their corporate social 

responsibility.
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In keeping with the pyramid idea, Carroll emphasizes that each level needs to be 
solid if  the structure is to stand. A pick-and-choose approach to CSR is inap-
propriate. The top level of the pyramid, according to Carroll, reflects 
“global society’s expectations that business will engage in social activi-
ties that are not mandated by law nor generally expected of business 
in an ethical sense.”75 The spirit of Carroll’s global corporate social 
responsibility pyramid is evident in Nike’s ongoing quest to shake its 
sweatshop image:

Progress has been slow in coming to Nike’s global supply chain, which  employs 

nearly 800,000 workers in 52 countries. Still, Nike . . . has made strides since 

it embraced corporate responsibility. What started as a massive PR shield 

has evolved into a broader mandate for the way it makes and sells prod-

ucts. Nike has been particularly inventive at weaving environmental awareness 

SOURCE: From Academy of Management Executive:  The Thinking Manager’s Source by A B Carroll. Copyright © 2004 by The Aademy of 

Management. Reproduced by permission of The Academy of Management via Copyright Clearance Center. 

Figure 1–3 Carroll’s Global Corporate Social Responsibility Pyramid 

By transforming its business practices 

to embrace global corporate social 

responsibility standards, Nike has improved 

its image. Does corporate reputation 

influence your buying decisions?
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into its design process, rating each sneaker according to a sustainability index. On labor, 

the company admits that its initial efforts—setting a code of conduct and monitoring 

compliance—haven’t ended abuses across the hundreds of  factories that produce its 

goods. But the lessons from the 1990s—to own up to problems, then find companywide 

solutions—are helping the world’s biggest shoemaker . . . with labor issues. “I’m proud of 

what we’ve accomplished, but we’re still not where we need to be,” says Nike’s current 

CEO, Mark Parker.76  

Our OB in Action Case Study on Patagonia at the end of this chapter is a good CSR 
example. With this global CSR perspective in mind, we now narrow the focus to indi-
vidual moral behavior. 

An Erosion of Morality?
David Callahan, in his book The Cheating Culture: Why More Americans Are 
Doing Wrong to Get Ahead, paints this disturbing picture of modern society:

 . . . the character of Americans has changed. Those values associated with the market 

hold sway in their most caricatured form: individualism and self-reliance have morphed 

into selfishness and self-absorption; competitiveness has become social Darwinism; de-

sire for the good life has turned into materialism; aspiration has become envy. There is a 

growing gap between the life that many Americans want and the life they can afford—a 

problem that bedevils even those who would seem to have everything. Other values 

in our culture have been sidelined; belief in community, social responsibility, compassion 

for the less able or less fortunate.77 

Does this portrayal of a “cheating culture” have merit and, if  so, to what extent? 
Let us examine the OB research evidence for relevant insights.

Taking Local Norms and Conduct into Consideration National 
culture, as discussed in Chapter 4, affects how people think and act about every-
thing, including ethical issues. This reality was supported in a multination study 
(including the United States, Great Britain, France, Germany, Spain, Switzerland, 
India, China, and Australia) of management ethics. Managers from each country 
were asked to judge the ethicality of 12 questionable behaviors, including such 
things as giving and accepting gifts, passing blame, sharing confidential infor-
mation, and concealing errors. Results revealed significant differences across the 
10 nations in the study. That is, managers in some countries approved of practices 
that were frowned upon in other countries.78 Consequently, care needs to be taken 
when extrapolating Callahan’s characterization of American morality to other 
cultures. Each culture requires its own ethical analysis, taking local norms into 
consideration.

Ethical Lapses in the Workplace A nationwide survey of 581 human 
resource professionals revealed that 62% of the respondents occasionally observed 
unethical behavior at their companies.79 Unethical behavior occurs at all organiza-
tional levels, although recent research indicates that senior executives tend to have 
significantly more positive perceptions of ethics in their organizations than do 
lower-level employees.80 Perhaps that is because lower-level employees regularly 
witness common ethical lapses such as lying about being sick, fudging a report, 
bullying and sexual harassment, personal use of company equipment, and stealing 
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company property or funds. Executives are not immune to being victims of un-
ethical conduct, however. For example, a survey of job applicants for executive 
positions indicated that 64% had been misinformed about the financial condi-
tion of potential employers, and 58% of these individuals were negatively affected 
by this misinformation.81 It is very likely that some of those affected individuals 
moved their families and left their friends only to discover the promise of a great 
job in a financially stable organization was a lie. Job applicants, for their part, 
also have ethical lapses. An analysis of 2.6 million background checks by ADP 
Screening and Selection Services, revealed that “44% of applicants lied about their 
work histories, 41% lied about their education, and 23% falsified credentials or 
licenses.”82 

Experts estimate that US companies lost about $994 billion to fraud in 2008, 
much of it at the hands of insiders.83 A slumping economy worsens the situation:

Corporate grifters seem to be getting nervier. Recently, a Maryland man swiped 32 lap-

tops from his nonprofit health-care employer and put them on eBay. A chief financial 

officer changed the color of the type on some spreadsheet data from black to white 

so as to render the fake numbers invisible while juicing the totals—and his bonus. One 

regional vice-president for sales billed his corporate card $4,000 for Victoria’s Secret 

lingerie—and not for his wife, either. 

 That these schemers are getting caught is a testament to the strides made by the 

corporate fraud police. Sleuthing technologies are light-years beyond where they were 

in the last recession, of 2001.  And with most companies looking to cut costs,  managers 

are eager to crack down on insider malfeasance, which on average equals 7% of rev-

enues, says the Association of Certified Fraud Examiners.84

 On a global scale, the World Bank says, “bribery has become a $1 trillion 
 industry.”85

Intense Pressure for Results Starts Early Lower-level managers 
generally want to “look good” for their bosses. In support of this conclusion, 
many studies have found a tendency among middle- and lower-level managers 
to act unethically in the face of perceived pressure for results. Further, this ten-
dency is particularly pronounced when individuals are significantly rewarded for 
accomplishing their goals.86 By fostering a pressure-cooker atmosphere for results, 
managers can unwittingly set the stage for unethical shortcuts by employees who 
seek to please and be loyal to the company.

Unfortunately, the seeds of this problem are planted early in life. A survey of 
787 youngsters ages 13 to 18 found “that 44% of teens feel they’re under strong 
pressure to succeed in school, no matter the cost. Of those, 81% believe the pres-
sure will be the same or worse in the workplace.”87 Sixty-nine percent of the stu-
dents admitted to lying in the past year (with 27% confessing they even lied on 
the survey!).88 Anonymous surveys by the Josephson Institute of almost 30,000 
students from private and public high schools across the United States found 60% 
admittedly had cheated on a test in 2006 and 64% in 2008. Thirty-six percent  
reportedly had plagiarized via the Internet in 2008, up from 33% in 2006. According 
to the 2008 survey: “Students attending non-religious independent schools re-
ported the lowest cheating rate (47 percent) while 63 percent of students from 
religious schools cheated.”89 

In summary, Callahan’s earlier characterization of America’s cheating culture 
is an appropriate wake-up call. The challenge to improve is immense because un-
ethical behavior is pervasive.
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Table 1–5 The Magnificent Seven: General Moral Principles for Managers

1.  Dignity of human life: The lives of people are to be respected. Human beings, by the fact of their exis-

tence, have value and dignity. We may not act in ways that directly intend to harm or kill an innocent 

person. Human beings have a right to live; we have an obligation to respect that right to life. Human 

life is to be preserved and treated as sacred.

2.  Autonomy: All persons are intrinsically valuable and have the right to self-determination. We should act 

in ways that demonstrate each person’s worth, dignity, and right to free choice. We have a right to act 

in ways that assert our own worth and legitimate needs. We should not use others as mere “things” 

or only as means to an end. Each person has an equal right to basic human liberty,  compatible with a 

similar liberty for others.

3.  Honesty: The truth should be told to those who have a right to know it. Honesty is also known as 

integrity, truth telling, and honor. One should speak and act so as to reflect the reality of the situa-

tion. Speaking and  acting should mirror the way things really are. There are times when  others have 

the right to hear the truth from us; there are times when they do not.

4.  Loyalty: Promises, contracts, and commitments should be honored. Loyalty includes fidelity, promise 

keeping, keeping the public trust, good citizenship, excellence in quality of work, reliability, commit-

ment, and honoring just laws, rules, and policies.

5.  Fairness: People should be treated justly. One has the right to be treated fairly, impartially, and 

 equitably. One has the obligation to treat others fairly and justly. All have the right to the  necessities 

of life—especially those in deep need and the helpless. Justice includes equal, impartial, unbiased 

treatment. Fairness tolerates diversity and accepts differences in people and their ideas.

6.   Humaneness: There are two parts: (1) Our actions ought to accomplish good, and (2) we should avoid 

doing evil. We should do good to others and to ourselves. We should have concern for the well-being 

of others; usually, we show this concern in the form of compassion, giving, kindness,  serving, and 

caring.

7.  The common good: Actions should accomplish the “greatest good for the greatest number” of people. 

One should act and speak in ways that benefit the welfare of the largest number of people, while trying 

to protect the rights of individuals.

SOURCE: From Kent Hodgson, A Rock and a Hard Place: How to Make Ethical Business Decisions When the Choices Are Tough, © 1992. 

Reprinted with permission of the author.

   

General Moral Principles
Management consultant and writer Kent Hodgson has helpfully taken managers a 
step closer to ethical decisions by identifying seven general moral principles (see 
Table 1–5).  Hodgson calls them “the magnificent seven” to emphasize their timeless 
and worldwide relevance. Notions of both justice and care are clearly evident in 
the magnificent seven, which are detailed and, hence, more practical. Importantly, 
according to Hodgson, there are no absolute ethical answers for decision makers. 
The goal for managers should be to rely on moral principles so their decisions are 
principled, appropriate, and defensible.90

LO.8
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How to Improve the Organization’s 
Ethical Climate
Improving workplace ethics is not just a nice thing to do; it also can have a positive 
impact on the bottom line. Studies in the United States and the United Kingdom 
demonstrated that corporate commitment to ethics can be profitable. Evidence 
suggested that profitability is enhanced by a reputation for honesty and corporate 
citizenship.91 Ethics also can impact the quality of people who apply to work in 
an organization. An online survey of 1,020 individuals indicated that 83% rated a 
company’s record of business ethics as “very important” when deciding to accept 
a job offer. Only 2% rated it as “unimportant.”92

A team of management researchers recommended the following actions for 
improving on-the-job ethics.93

 • Behave ethically yourself. Managers are potent role models whose habits 
and actual behavior send clear signals about the importance of ethical con-
duct. Ethical behavior is a top-to-bottom proposition and executives are 
challenged “to simultaneously maximize the so-called triple bottom line, or 
‘People, Planet, Profit.’ ”94

 • Screen potential employees. Surprisingly, employers are generally lax when 
it comes to checking references, credentials, transcripts, and other infor-
mation on applicant résumés. More diligent action in this area can screen 
out those given to fraud and misrepresentation. Integrity testing is fairly 
valid but is no panacea.95

 • Develop a meaningful code of ethics. Codes of ethics can have a positive im-
pact if  they satisfy these four criteria:

They are 1. distributed to every employee.

They are firmly 2. supported by top management.

 They refer to 3. specific practices and ethical dilemmas likely to be encountered 

by target employees (e.g., salespersons paying kickbacks, purchasing agents 

receiving payoffs, laboratory scientists doctoring data, or accountants “cook-

ing the books”).

 They are evenly 4. enforced with rewards for compliance and strict penalties for 

noncompliance.

 • Provide ethics training. Employees can be trained to identify and deal with 
ethical issues during orientation and through seminar, video, and Internet 
training sessions.96

 • Reinforce ethical behavior. Behavior that is reinforced tends to be repeated, 
whereas behavior that is not reinforced tends to disappear. Ethical conduct 
too often is ignored or even punished while unethical behavior is rewarded.

 Create positions, units, and other structural mechanisms to deal with eth-• 
ics. Ethics needs to be an everyday affair, not a one-time announcement 
of a new ethical code that gets filed away and forgotten. A growing num-
ber of large companies in the United States have chief  ethics officers who 
 report directly to the CEO, thus making ethical conduct and accountability 
 priority issues.

 • Create a climate in which whistle-blowing becomes unnecessary. Whistle-

blowing occurs when an employee reports a perceived unethical and/or 
illegal activity to a third party such as government agencies, news media, 

Whistle-blowing 

 Reporting unethical/
illegal acts to outside 
third parties.
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or public-interest groups. Enron’s Sherron Watkins was a highly publicized 
whistle-blower.97 Organizations can reduce the need for whistle-blowing by 
encouraging free and open expression of dissenting viewpoints and giving 
employees a voice through fair grievance procedures and/or anonymous 
 ethics hot lines.98

A Personal Call to Action
In the final analysis, ethics comes down to individual perception and motivation. 
Organizational climate, role models, structure, training, and rewards all can point em-
ployees in the right direction. But individuals first must be morally attentive, meaning 
they faithfully consider the ethical implications of their actions and circumstances.99 
Second, they must want to do the right thing and have the courage to act. Bill George, 
the respected former CEO of Medtronic, the maker of life-saving devices such as heart 
pacemakers, gave us this call to action: “Each of us needs to determine . . . where our 
ethical boundaries are and, if asked to violate (them), refuse. . . . If this means refus-
ing a direct order, we must be prepared to resign.”100 Rising to this challenge requires 
strong personal values (more about values in Chapter 6) and the courage to adhere to 
them during adversity.

Learning about OB: Research 
and a Road Map 
OB is a broad and growing field. We have a lot of ground to cover. To make the 
trip as instructive and efficient as possible, we use a theory→research→practice 
strategy. For virtually all major topics in this book, we begin by presenting the 
underlying theoretical framework (often with graphical models showing how key 
variables are related) and defining key terms. Next, we tap the latest research find-
ings for valuable insights. Finally, we round out the discussion with illustrative 
practical examples and, when applicable, how-to-do-it advice.

Five Sources of OB Research Insights
OB gains its credibility as an academic discipline by being research driven. 
Scientific rigor pushes aside speculation, prejudice, and untested assumptions 
about  workplace behavior. We systematically cite “hard” evidence from five differ-
ent categories. Worthwhile evidence was obtained by drawing upon the following 
priority of  research methodologies:

 • Meta-analyses. A meta-analysis is a statistical pooling technique that permits 
behavioral scientists to draw general conclusions about certain variables 
from many different studies.101 It typically encompasses a vast number of 
subjects, often reaching the thousands. Meta-analyses are instructive because 
they focus on general patterns of research evidence, not fragmented bits and 
pieces or isolated studies.102

Field studies.•  In OB, a field study probes individual or group processes in an 
organizational setting. Because field studies involve real-life situations, their 
results often have immediate and practical relevance for managers.

Morally attentive

Faithfully 
considering the 

ethical implications 
of one’s actions.

to the point
Which of the 
five research 
methodolo-
gies is likely 
to provide 
the best 
insights about 
OB?
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Laboratory studies.•  In a laboratory study, variables are manipulated and 
measured in contrived situations. College students are commonly used 
as subjects. The highly controlled nature of laboratory studies enhances 
 research precision. But generalizing the results to organizational manage-
ment requires caution.

Sample surveys.•  In a sample survey, samples of people from specified popu-
lations respond to questionnaires. The researchers then draw conclusions 
about the relevant population. Generalizability of the results depends on the 
quality of the sampling and questioning techniques.

Case studies,•  A case study is an in-depth analysis of a single individual, 
group, or organization, Because of their limited scope, case studies yield real-
istic but not very generalizable results.

Laboratory study

Manipulation and 
measurement 
of variables in 
contrived situations.

Sample survey

Questionnaire 
responses from a 
sample of people.

 Case study 

In-depth study of a 
single person, group, 
or organization.

A Topical Model for Understanding 
and Managing OB
Figure 1–4 is a topical road map for our journey through this book. Our destination is 
organizational effectiveness through continuous improvement.  Four different criteria 
for determining whether or not an organization is effective are discussed in Chapter 17. 
The study of OB can be a wandering and pointless trip if we overlook the need to trans-
late OB lessons into an effective and efficient organized endeavor.

At the far left side of our topical road map are managers and team leaders, those 
who are responsible for accomplishing organizational results with and through 
others. The three circles at the center of our road map correspond to Parts Two, 
Three, and Four of this text. Logically, the flow of topical coverage in this book 
(following introductory Part One) goes from individuals, to group processes, to 
organizational processes. Around the core of our topical road map in Figure 1–4 is 
the organization. Accordingly, we end our journey with organization-related mate-
rial in Part Four. Organizational structure and design are covered there in Chapter 
17 to establish and develop the organizational context of organizational behavior. 
Rounding out our organizational context is a discussion of organizational change 
in Chapter 18. Chapters 3 and 4 provide a cultural context for OB.

The dotted line represents a permeable boundary between the organization and 
its environment. Energy and influence flow both ways across this permeable bound-
ary. Truly, no organization is an island in today’s highly interactive and interdependent 
world. Relative to the external environment, international cultures are explored in 
Chapter 4. Organization–environment contingencies are examined in Chapter 17.

Chapter 2 examines the OB implications of significant demographic and so-
cial trends. These discussions provide a realistic context for studying and manag-
ing people at work.

Bon voyage! Enjoy your trip through the challenging, interesting, and often 
surprising world of OB.

go to the Web for the Group Exercise:  Timeless Advice
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Define the term1.  organizational behavior, and contrast 

McGregor’s Theory X and Theory Y assumptions about 

employees. Organizational behavior (OB) is an inter-

disciplinary field dedicated to better understanding 

and managing people at work. It is both research and 

application oriented. Theory X employees, according 

to traditional thinking, dislike work, require close su-

pervision, and are primarily interested in security. Ac-

cording to the modern Theory Y view, employees are 

capable of self-direction, of seeking responsibility, and 

of being creative.

Identify the four principles of total quality manage-2. 

ment (TQM). (a) Do it right the first time to eliminate 

costly rework. (b) Listen to and learn from customers 

and employees. (c) Make continuous improvement an 

everyday matter. (d) Build teamwork, trust, and mutual 

respect.

Define the term3.  e-business, and specify at least three OB-

related issues raised by e-leadership. E-business involves 

using the Internet to more effectively and efficiently 

manage every aspect of a business. Six OB-related is-

sues raised by the advent of e-leadership are (a) greater 

access to information for everyone, (b) leadership is mi-

grating to lower levels and outside the organization, 

(c) development of nontraditional leadership networks, 

(d ) followers have more information earlier in the 

decision-making process, (e) greater influence for 

unethical leaders with limited resources, and (  f ) more 

contact between senior leaders and their followers.

Contrast human and social capital, and explain why we 4. 

need to build both. The first involves individual char-

acteristics; the second involves social relationships. 

Human capital is the productive potential of an indi-

vidual’s knowledge and actions. Dimensions include 

Summary of Key Concepts

Figure 1– 4 A Topical Model for What Lies Ahead
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such things as intelligence, visions, skills, self-esteem, 

creativity, motivation, ethics, and emotional maturity. 

Social capital is productive potential resulting from 

strong relationships, goodwill, trust, and cooperative 

effort. Dimensions include such things as shared vi-

sions and goals, trust, mutual respect, friendships, 

empowerment, teamwork, win-win negotiations, and 

volunteering. Social capital is necessary to tap indi-

vidual human capital for the good of the organization 

through knowledge sharing and networking.

Define the term5.  management, and identify at least five 

of the eleven managerial skills in Wilson’s profile of ef-

fective managers. Management is the process of work-

ing with and through others to achieve organizational 

objectives in an efficient and ethical manner. Accord-

ing to the Wilson skills profile, an effective manager 

(a) clarifies goals and objectives, (b) encourages partici-

pation, (c) plans and organizes, (d ) has technical and 

administrative expertise, (e) facilitates work through 

team building and coaching, (  f  ) provides feedback, 

(g) keeps things moving, (h) controls details, (i) applies 

reasonable pressure for goals accomplishment, ( j) em-

powers and delegates, and (k) recognizes and rewards 

good performance.

Characterize 21st-century managers.6.  They will be team 

players who will get things done cooperatively by rely-

ing on joint decision making, their knowledge instead 

of formal authority, and their multicultural skills. They 

will engage in life-long learning and be compensated 

on the basis of their skills and results. They will facili-

tate rather than resist change, share rather than hoard 

power and key information, and be multidirectional 

communicators. Ethics will be a forethought  instead of 

an afterthought. They will be generalists with multiple 

specialties.

Describe Carroll’s global corporate social responsibil-7. 

ity pyramid, and discuss the problem of moral erosion. 

From bottom to top, the four levels of  corporate re-

sponsibility in Carroll’s pyramid are: economic (make 

a profit); legal (obey the law); ethical (be ethical in 

its practices); and philanthropic (be a good corporate 

citizen). Progress needs to be made on all levels. Cal-

lahan’s claim that America has developed a “cheat-

ing culture” is supported by unethical conduct at 

all organizational levels.  An unintended but serious 

consequence of  excessive pressure for results, begin-

ning in school and carrying over to the workplace, 

is expedient unethical behavior. Moral erosion is 

evident in high school and workplace surveys about 

misconduct.

Identify four of the seven general ethical principles, 8. 

and explain how to improve an organization’s ethical 

climate. The “magnificent seven” moral principles are 

(a)  dignity of human life, (b) autonomy, (c) honesty, 

(d ) loyalty, (e) fairness, ( f ) humaneness (by doing 

good and avoiding evil), and (g) the common good 

(accomplishing the greatest good for the greatest 

number of people). An organization’s ethical climate 

can be improved by managers being good role models, 

carefully screening job applicants, creating and firmly 

enforcing a code of ethics mentioning specific practices, 

providing ethics training, rewarding ethical behavior, 

creating ethics-related positions and structures, and re-

ducing the need for whistle-blowing (reporting unethi-

cal conduct to outside third parties) through open and 

honest debate.

Describe the sources of organizational behavior re-9. 

search evidence. Five sources of OB research evidence 

are meta-analyses (statistically pooled evidence from 

several studies), field studies (evidence from real-life 

situations), laboratory studies (evidence from contrived 

situations), sample surveys (questionnaire data), and 

case studies (observation of a single person, group, or 

organization).

Organization, 5

Organizational behavior, 5

Theory Y, 8

Total quality management, 10

E-business, 12

Human capital, 14

Social capital, 14

Management, 15

Contingency approach, 18

Ethics, 19

Corporate social responsibility, 20

Whistle-blowing, 25

Morally attentive, 26

Meta-analysis, 26

Field study, 26

Laboratory study, 27

Sample survey, 27

Case study, 27

Key Terms
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OB in Action Case Study 

A Passion for the Planet 103 

  Southern Californian Scott 
Robinson had quite a résumé when 

he returned from studying in France last Christmas. 
The 26-year-old had an undergraduate degree from 
Bucknell University, two MBAs, and internships at 
two of Europe’s most respected corporations, Nestlé 
and Unilever Group. Yet, when it came time to take the 
next career step, he chose a job as a stock handler in 
a surf shop in Cardiff-by-the-Sea, California. Actually, 
he begged for the job. What gives? Simple, he says: “I 
wanted to work for a company that’s driven by values.”

The company is Patagonia Inc., a Ventura, California, 
seller of outdoor clothing and equipment that has a rep-
utation as an enlightened employer and champion of 
the environment. On his return from France, Robinson 
read Let My People Go Surfing, a memoir and manifesto 
of sustainable business practices by Patagonia founder 
and chairman Yvon Chouinard. The company’s goal is 
as simple as it is challenging: to produce the highest-
quality products while doing the least possible harm to 
the environment.

That mission is a daily inspiration for Patagonia’s 
1,275 employees, from Chouinard to the flip-flop-
wearing guy who answers the phone in the head-
quarters lobby. Most corporate mission statements 
are empty platitudes. This one guides every decision. 
And it’s the centerpiece of a set of management prac-
tices that have helped Patagonia grow at a healthy rate 
and retain what is arguably the best reputation in its in-
dustry even while it faces increasing competition from 
much larger companies.

Patagonia’s philosophy is the handiwork of 
Chouinard, a gruff  yet funny outdoorsman who, de-
spite his 67 years and arthritic hands, hasn’t slowed 
down much. He helped pioneer modern rock-climbing 
techniques in his youth and now prowls the globe in 
search of outdoor adventures and product ideas. That 
is, when he’s not shaking up his 33-year-old company, 
helping to preserve the environment, or advocating rad-
ical changes in the way Americans do business. “Most 
people want to do good things, but don’t. At Patagonia, 
it’s an essential part of your life,” says Chouinard.

At a time when companies must adapt to an ever-
quickening competitive pace, a highly motivated work-
force can provide a crucial edge. Until now, there have 
been two primary approaches to keeping employees at 
the top of their game. At the high-stress workplace, 
bosses rule by fear, kicking ass, and taking names. At 
feel-good places, managers try to motivate employees 
with kind words and generous benefits. Neither ap-
proach is optimal. In a recent Gallup poll, only  one-third 

of Americans considered themselves passionate about 
their jobs.

A few companies have found a better way. “There 
are companies that stress continuous improvement and 
being way better than the competition but also make 
people feel comfortable,” says Stanford University 
professor Jeffrey Pfeffer. These companies range from 
publicly traded giants such as FedEx and Southwest 
Airlines to a small fry like Patagonia. They are meritoc-
racies with ambitious goals that trust their employees 
to do the right thing—and give them the tools and time 
they need to do it.

Patagonia, with 39 stores in seven countries, works 
hard at achieving that delicate balance. It offers an 
on-site day-care center at its headquarters and full 
medical benefits to all employees, including part-
timers. When the surf’s up, Chouinard himself  urges 
people to hit the beach. At the same time, the company 
demands hard work, creativity, collaboration, and re-
sults. Management isn’t shy about axing employees who 
aren’t up to snuff. . . .

Patagonia enjoys an unrivaled reputation among 
outdoor aficionados, and its green philosophy is gain-
ing broader appeal as more Americans embrace sus-
tainable consumption. Chouinard’s goal for Patagonia’s 
own sustainability: “I look at this company as an ex-
periment to see if  we can run it so it’s here 100 years 
from now and always makes the best-quality stuff,” 
he says. That means keeping growth relatively slow 
but steady, at about 5% per year. Revenues were up 
a healthy 7% last year, to $260 million. Operating 
margins typically come in at the high end of the 
12% to 15% industry average, according to people who 
have seen the numbers, and that’s after it donates 1% 
of revenues to environmental groups. Patagonia, which 
declined to comment on its financials, is owned by a 
Chouinard family trust. . . .

Few Patagonians are in it just for the money. The 
company recently raised salaries to adjust for the cost 
of living, and everybody gets an annual bonus based 
on profits, but, overall, Patagonia pays at, or just 
slightly above, the market rate. However, the most sig-
nificant rewards aren’t monetary. One popular perk 
is a program that allows employees to take off  up to 
two months at full pay and work for environmen-
tal groups. Lisa Myers, who works on the company’s 
giving programs, tracked wolves in Yellowstone National 
Park during her sabbatical. The company also pays 50% 
of her college expenses as she pursues a wildlife biology 
degree. “It’s easy to go to work when you get paid to do 
what you love to do,” she says.
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Patagonia’s culture makes it a magnet for talented 
people. The company receives an average of 900 résu-
més for every job opening, so it can afford to be picky. 
. . .

Can others capture some of Patagonia’s magic? Most 
companies—especially ones with demanding public 
shareholders—simply can’t let employees take a surfing 
break. They can, however, foster creativity and provide 
a sense of purpose. Perhaps the most valuable and eas-
ily applied lesson from Patagonia’s experience is this: To 
think outside the box, sometimes you need to get out of 
the cubicle.

Questions for Discussion
What role, if any, does McGregor’s Theory Y play at 1. 

Patagonia? Explain.

How does Patagonia build human and social 2. 

capital?

How does this case bring the profile of the 21st-3. 

century manager (Table 1–4) to life? Explain.

Which of the seven moral principles in Table 1–5 4. 

apear to be in force at Patagonia? Explain.

What appeals to you (or does not appeal to you) 5. 

about working at Patagonia? Explain.

Ethical Dilemma

Caught in the Layoff Wringer
“I’m the purchasing manager for an engineering com-
pany, and I’ve been told to lay off  one employee. All 
my staffers are hard-working, and I don’t feel morally 
right about laying off  one of them. My boss says every 
department needs to participate in the cut. What should 
I do?”104

What Advice Would You Offer This 
Troubled Manager?

It’s not about 1. you, it’s about doing your job as a 
manager. Show some courage; pick someone. (What 
general criteria should be applied to determine who 
gets laid off ? What is your ethical reasoning for this 
approach?)

Suggest to upper management that there are many 2. 

good alternatives to layoffs, such as voluntary 

leave without pay, reduced hours across the board, 
and lending workers to local companies that are 
temporarily short-handed. (What is your preferred 
approach and how would you present your case to 
management? What is your ethical argument?)

Tell management that it is arbitrary to cut one 3. 

 person from every work unit because some units 
may have all winners while other units may have 
a number of  marginal people. (State your busi-
ness case and ethical argument for this line of 
 thinking.)

Go to the wall to defend your group and tell 4. 

management you’ll quit rather than “sacrifice” 
a perfectly good employee. (What is your ethical 
 reasoning here?)

Invent other interpretations or options. Discuss.5. 

Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner 
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When you finish studying the material in this chapter, you should be able to:

 Define diversity and review the four layers of diversity.

 Explain the difference between affirmative action and managing diversity.

 Explain why Alice Eagly and Linda Carli believe that a woman’s career is 
best viewed as traveling through a labyrinth. 

 Review the demographic trends pertaining to racial groups, educational 
mismatches, and an aging workforce.

 Highlight the managerial implications of increasing diversity in the 
workforce.

 Describe the positive and negative effects of diversity by using social 
categorization theory and information/decision-making theory.

 Identify the barriers and challenges to managing diversity.

 Discuss the organizational practices used to effectively manage diversity 
as identified by R Roosevelt Thomas Jr.
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LO.4

LO.5

LO.6
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LO.8

Chapter 2 
Managing Diversity: Releasing 
Every Employee’s Potential 

LEARNING OBJECTIVES



online resources

 In a recent class at Abraham Clark High School in 

Roselle, New Jersey, business teacher Barbara Govahn 

distributed glossy classroom materials that invited stu-

dents to think about what they want to be when they 

grow up. Eighteen career paths were profiled, including 

a writer, a magician, a town mayor—and five employees 

from accounting giant Deloitte LLP. 

“Consider a career you may never have imagined,” 

the book suggests. “Working as a professional auditor.”

The curriculum, provided free to the public school 

by a nonprofit arm of Deloitte, aims to persuade stu-

dents to join the company’s ranks. One 18-year-old 

senior in Ms. Govahn’s class, Hipolito Rivera, says the 

company-sponsored lesson drove home how profes-

sionals in all fields need accountants. “They make it 

sound pretty good,” he says.

Deloitte and other corporations 

are reaching out to classrooms—

drafting curricula while also convey-

ing the benefits of working for the 

sponsor companies. Hoping to create 

a pipeline of workers far into the fu-

ture, these corporations furnish free 

lesson plans and may also underwrite 

classroom materials, computers, or 

training seminars for teachers.

The programs represent a new 

dimension of the business world’s 

Student Resources for Studying Chapter 2

The Web site for your text includes resources that will help you master the concepts in this chapter. As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

influence in public schools. Companies such as McDonald’s 

Corp. and Yum Brands Inc.’s Pizza Hut have long at-

tempted to use school promotions to turn students into 

customers. The latest initiatives would turn them into 

employees.

Companies that employ engineers, fearful of a com-

ing labor shortage, are at the movement’s forefront. 

Lockheed Martin Corp. began funding engineering 

courses two years ago at schools near its aircraft test-

ing and development site in Palmdale, California, saying 

it hopes to replenish its local workforce. Starting in 

2004, British engine-maker Rolls-Royce PLC has helped 

fund high-school courses in topics such as engine pro-

pulsion. Intel Corp. supports curricula in school dis-

tricts where engineering concepts are taught as early 

as the elementary level.

Schools are increasingly accepting 

curriculum and funds from 

corporations concerned about labor 

shortages in the accounting and 

engineering fields.
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Schools, for their part, have embraced corporate 

support as state education funding has remained 

flat for a decade and declining housing values now 

threaten to eat into property-tax revenues. Teachers, 

meanwhile, often welcome the lesson plans, classroom 

equipment, and the corporate-sponsored professional 

development sessions. . . .

Lockheed is bracing for a worker shortage. The 

company estimates that about half of its science- and 

engineering-based workforce will be retiring in the next 

decade or so. Meanwhile, interest in engineering as a 

career is declining among US students. In a 2007 survey 

of more than 270,000 college freshmen conducted by 

the Higher Education Research Institute at UCLA, 7.5% 

said they intended to major in  engineering—the low-

est level since the 1970s. National-security restrictions 

 The chapter opening vignette highlights two key reasons why it is important 
for managers to effectively manage diversity. Effectively managing diversity is not 
only a good thing to do in order to attract and retain the most talented employees, 
but it makes good business sense. Unfortunately, however, some organizations are 
missing the mark when it comes to managing diversity, and the result can be costly 
lawsuits. Consider the following examples:

 Lockheed Martin Corp. settled a discrimination lawsuit for $2.5 million • 
with Charles Daniels, an aviation electrician. Daniels claimed that he “was 
subjected to racial harassment by co-workers on a daily basis and to threats 
of retaliation—including threats of lynching and other death threats—once 
he complained to supervisors.”2 Lockheed officials dismissed the incidents 
saying, “boys will be boys,” and continued to assign Mr. Daniels to the same 
team that was harassing him; he was ultimately laid off.3

 An 18-year-old male salesclerk for a baby products retailer in New Jersey • 
alleged that he was subjected to a sexually hostile environment—he was 
called “fag,” “faggot,” and “happy pants,” and he was forcefully stripped of 
his trousers by co-workers. The retailer settled for $205,000.4 

 Janet Orlando, a former employee at Alarm One, a home security firm in • 
Fresno, California, was awarded $1.7 million by a jury “after she was spanked 
in front of her colleagues in what her employer called a camaraderie-building 
exercise. Sales teams were encouraged to compete, and the losers were made 
fun of, forced to eat baby food, required to wear diapers and spanked with a 
rival company’s yard signs, according to court documents.”5

It is important to note that these things occurred in these companies despite 
the existence of laws that prohibit such behaviors. As you will learn in this chapter, 
managing diversity entails much more than following laws and creating policies 
and procedures proscribing equal treatment of employees.

Managing diversity is a sensitive, potentially volatile, and sometimes uncom-
fortable issue. Yet managers are required to deal with it in the name of organiza-
tional survival. Accordingly, the purpose of this chapter is to help you get a better 
understanding of this important context for organizational behavior. We begin by 
defining diversity. Next, we build the business case for diversity and then discuss the 
barriers and challenges associated with managing diversity. The chapter concludes 
by describing the organizational practices used to manage diversity effectively.

FOR DISCUSSION

Are school systems compromising their academic 

freedom or integrity by involving corporations in 

curriculum development? 

preclude the Bethesda, Maryland, company and other 

major defense contractors from outsourcing many 

jobs overseas.

“We’re already within the window of criticality to 

get tomorrow’s engineers in the classroom today,” 

says Jim Knotts, director of corporate citizenship for 

Lockheed. “We want to address a national need to 

develop the next generation of engineers—but with 

some affinity toward Lockheed Martin.”1
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Defining Diversity
 Diversity represents the multitude of individual differences and similarities that exist 
among people. It is not an issue of age, race, or gender. It is not an issue of being 
heterosexual, gay, or lesbian or of being Catholic, Jewish, Protestant, Muslim, or 
Buddhist. Diversity also does not pit white males against all other groups of peo-
ple. Diversity pertains to the host of individual differences that make all of us 
unique and different from others.
 This section begins our journey into managing diversity by first reviewing the 
key dimensions of diversity. Because many people associate diversity with affirma-
tive action, this section compares affirmative action with managing diversity. They 
are not the same.

Layers of Diversity
Like seashells on a beach, people come in a variety of shapes, sizes, and colors. 
This variety represents the essence of diversity. Lee Gardenswartz and Anita Rowe, 
a team of diversity experts, identified four layers of diversity to help distinguish 
the important ways in which people differ (see Figure 2–1).  Taken together, these 
layers define your personal identity and influence how each of us sees the world.

Figure 2–1 shows that personality is at the center of the diversity wheel. 
Personality is at the center because it represents a stable set of characteristics that 
is responsible for a person’s identity. The dimensions of personality are discussed 
later in Chapter 5. The next layer of diversity consists of a set of internal dimen-
sions that are referred to as surface-level dimensions of diversity. These dimen-
sions, for the most part, are not within our control, but they strongly influence our 
attitudes and expectations and assumptions about others, which, in turn, influence 
our behavior. Take the encounter experienced by an African-American woman in 
middle management while vacationing at a resort:

While I was sitting by the pool, “a large 50-ish white male approached me and de-

manded that I get him extra towels. I said, ‘Excuse me?’ He then said, ‘Oh, you don’t 

work here,’ with no shred of embarrassment or apology in his voice.”6

Stereotypes regarding one or more of the surface-level dimensions of diversity 
most likely influenced this man’s behavior toward the woman.
 Figure 2–1 reveals that the next layer of diversity is composed of external 
influences, which are referred to as secondary dimensions of diversity. They rep-
resent individual differences that we have a greater ability to influence or control. 
Examples include where you grew up and live today, your religious affiliation, 
whether you are married and have children, and your work experiences. These 
dimensions also exert a significant influence on our perceptions, behavior, and 
attitudes.
 Consider religion as an illustration. Organizations are paying more atten-
tion to religious discrimination in light of the fact that the frequency of religious 
discrimination claims has doubled in the last 15 years. Employment laws require 
organizations to  “reasonably accommodate employees’ sincerely held religious 
practices unless doing so would impose an undue hardship on the employer. A rea-
sonable religious accommodation is any adjustment to the work environment that 
will allow the employee to practice his religion. Examples of reasonable accom-
modation include: flexible scheduling, voluntary substitutions or swaps, job reas-
signments and lateral transfers, and modification of grooming requirements.”7 

LO.1 to the point
Why is it 
important 
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on managing 
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other.
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The final layer of diversity includes organizational dimensions such as senior-
ity, job title and function, and work location.

Figure 2–1 The Four Layers of Diversity

*Internal dimensions and external dimensions are adapted from Marilyn Loden and Judy B Rosener, Workforce 

America! (Homewood, IL: Business One Irwin, 1991).

SOURCE: L Gardenswartz and A Rowe, Diverse Teams at Work: Capitalizing on the Power of Diversity (New York: 

McGraw-Hill, 1994), p. 33. © 1994.

go to the Web for the Self-Exercise: How Does Your Diversity Profile 
Affect Your Relationships with 
Other People?

Affirmative Action and Managing Diversity
Effectively managing diversity requires organizations to adopt a new way of 
thinking about differences among people. Rather than pitting one group against 
another, managing diversity entails recognition of the unique contribution every 

LO.2
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employee can make. For example, Aetna Inc., EMC Corporation, IBM, PepsiCo, 
and Nordstrom’s focus on hiring and promoting diverse employees as part of a 
strategy to create and market products appealing to a broader and more diverse 
customer base.8 This section highlights the differences between affirmative action 
and managing diversity.

Affirmative Action Affirmative action is an outgrowth of  equal employ-
ment opportunity (EEO) legislation. The goal of  this legislation is to outlaw 
discrimination and to encourage organizations to proactively prevent discrimi-
nation. Discrimination occurs when employment decisions about an individual 
are due to reasons not associated with performance or are not related to the 
job.  Table 2–1  provides a review of  major federal laws pertaining to equal em-
ployment opportunity. As you can see from this table, many forms of  discrimi-
nation are outlawed. For example, organizations cannot discriminate on the 
basis of  race, color, religion, national origin, sex, age, physical and mental dis-
abilities, and pregnancy. Many of  these federal laws are enforced by the Equal 
Employment Opportunity Commission (EEOC), and individuals may sue for 
back pay and punitive damages when they feel that they have been discrimi-
nated against.9

In contrast to the proactive perspective of EEO legislation, affirmative action 
is an artificial intervention aimed at giving management a chance to correct an 
imbalance, an injustice, a mistake, or outright discrimination that occurred in the 
past.  Affirmative action does not legitimize quotas. Quotas are illegal. They can 
only be imposed by judges who conclude that a company has engaged in discrimi-
natory practices. It also is important to note that under no circumstances does 
affirmative action require companies to hire unqualified people.

Although affirmative action created tremendous opportunities for women 
and minorities, it does not foster the type of thinking that is needed to effectively 
manage diversity. For example, a recent meta-analysis summarizing 35 years of 
research involving 29,000 people uncovered the following results: (1) affirmative 
action plans are perceived more negatively by white males than women and minor-
ities because it is perceived to work against their own self-interests; (2) affirmative 
action plans are viewed more positively by people who are liberals and Democrats 
than conservatives and Republicans; and (3) affirmative action plans are not sup-
ported by people who possess racist or sexist attitudes.10

Affirmative action programs also were found to negatively affect the 
women and minorities expected to benefit from them. Research demonstrated 
that women and minorities, supposedly hired on the basis of  affirmative ac-
tion, felt negatively stigmatized as unqualified or incompetent. They also ex-
perienced lower job satisfaction and more stress than employees supposedly 
selected on the basis of  merit.11 Another study, however, showed that these 
negative consequences were reduced for women when a merit criterion was in-
cluded in hiring decisions. In other words, women hired under affirmative ac-
tion programs felt better about themselves and exhibited higher performance 
when they believed they were hired because of  their competence rather than 
their gender.12 

Managing Diversity Managing diversity entails enabling people to perform 
up to their maximum potential. It focuses on changing an organization’s culture 
and infrastructure such that people provide the highest productivity possible. ATA 
Engineering Inc., rated by The Wall Street Journal as one of the top 15 small 
 workplaces in 2008, is a good example of a company that effectively manages 

Discrimination

Occurs when 
employment 
decisions are based 
on factors that are 
not job related.

Affirmative 
action

Focuses on 
achieving equality of 
opportunity in an 
organization.

Managing 
diversity

Creating organiza-
tional changes that 
enable all people to 
perform up to their 
maximum potential.
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Table 2–1 Some Important U.S. Federal Laws and Regulations Protecting Employees

YEAR
LABOR RELATIONS LAW OR REGULATION PROVISIONS

1974 Privacy Act Gives employees legal right to examine 

 letters of reference concerning them

1986 Immigration Reform & 

 Control Act

Requires employers to verify the eligibility 

 for employment of all their new hires 

 (including US citizens)

1988 Polygraph Protection Act Limits employer’s ability to use lie detectors

1988 Worker Adjustment & Retraining 

 Notification Act

Requires organizations with 100 or more 

 employees to give 60 days’ notice for mass 

 layoffs or plant closings

2003 Sarbanes-Oxley Act Prohibits employers from demoting or firing 

 employees who raise accusations of fraud 

 to a federal agency

COMPENSATION AND BENEFITS

1974 Employee Retirement Income 

 Security Act (ERISA)

Sets rules for managing pension plans; 

 provides federal insurance to cover 

 bankrupt plans

1993 Family & Medical Leave Act Requires employers to provide 12 weeks 

 of unpaid leave for medical and family 

 reasons, including for childbirth, adoption, 

 or family emergency

1996 Health Insurance Portability & 

 Accountability Act (HIPAA)

Allows employees to switch health insurance 

 plans when changing jobs and receive new 

 coverage regardless of preexisting health 

 conditions; prohibits group plans from 

 dropping ill employees

HEALTH AND SAFETY

1970 Occupational Safety & Health 

 Act (OSHA)

Establishes minimum health and safety 

 standards in organizations

1985 Consolidated Omnibus Budget 

 Reconciliation Act (COBRA)

Requires an extension of health insurance 

 benefits after termination

EQUAL EMPLOYMENT OPPORTUNITY

1963 Equal Pay Act Requires men and women be paid equally for 

 performing equal work

1964, 

amended 1972

Civil Rights Act, Title VII Prohibits discrimination on basis of race, 

 color, religion, national origin, or sex

1967, amended 

1978 and 1986

Age Discrimination in 

 Employment Act (ADEA)

Prohibits discrimination of employees over 

 40 years old; restricts mandatory retirement

1978 Pregnancy Discrimination Act Broadens discrimination to cover pregnancy, 

 childbirth, and related medical conditions; 

 protects job security during maternity leave
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diversity (see the Real World/Real People feature on page 40).  Ann Morrison, 
a diversity expert, conducted a study of 16 organizations that successfully man-
aged diversity. Her results uncovered three key strategies for success: education, 
enforcement, and exposure. She describes them as follows:

The education component of the strategy has two thrusts: one is to prepare nontra-

ditional managers for increasingly responsible posts, and the other is to help traditional 

managers overcome their prejudice in thinking about and interacting with people who are 

of a different sex or ethnicity. The second component of the strategy, enforcement, puts 

teeth in diversity goals and encourages behavior change. The third component, exposure 

to people with different backgrounds and characteristics, adds a more personal approach 

to diversity by helping managers get to know and respect others who are different.13

In summary, both consultants and academics believe that organizations should 
strive to manage diversity rather than simply using affirmative action. This con-
clusion was supported by a recent study of 62 R&D teams from a multinational 
pharmaceutical company. Results revealed that the effects of age, nationality, and 
educational diversity on team performance were more positive when team lead-
ers displayed transformational leadership.14 Transformational leadership, which 
is thoroughly discussed in Chapter 16, involves behaviors in which leaders foster 
trust, commitment, and loyality from followers. More is said about managing di-
versity later in this chapter.

Building the Business Case 
for Managing Diversity  
The rationale for managing diversity goes well beyond legal, social, and moral 
reasons. Quite simply, the primary reason for managing diversity is the ability to 
grow and maintain a business in an increasingly competitive marketplace. Many 
companies understand and endorse this proposition.  For example, IBM, PepsiCo, 
Deloitte, Zappos, and Nordstrom’s decided to focus on hiring and promoting di-
verse employees in order to help create and market products to a broader and 
more diverse customer base.15 Research indirectly supports the logic of this strat-
egy. For example, a recent study of 207 companies in 11 industries demonstrated 
that financial performance was higher when the organization’s top management 

to the point
Which of the 
managerial 
implications 
of diversity 
are consis-
tent with 
recommen-
dations for 
reconciling 
the effects 
of diverse 
work environ-
ments?

1990, 

amended 2009

Americans with Disablities Act

 (ADA)

Prohibits discrimination against essentially 

 qualified employees with physical or 

 mental disabilities or chronic illness; 

 requires “reasonable accommodation” be 

 provided so they can perform duties

1991 Civil Rights Act Amends and clarifies Title VII, ADA, and 

 other laws; permits suits against 

 employers for punitive damages in cases 

 of intentional discrimination

SOURCE: From A Kinicki and B Williams, Management: A Practical Introduction, 3/e, McGraw-Hill, 2008, p 293. Copyright © 2008 The 

McGraw-Hill Companies. Reprinted with permission.
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team (TMT) was diverse and collocated in the same location. The positive effects 
of diversity were not obtained when the TMT was geographically dispersed.16

Sony, L’Oreal, Ford Motor Company, Microsoft, and Retirement Living TV, on 
the other hand, are trying to increase their revenue streams by targeting sales and 
promotion activities toward an older group of potential customers. In a similar 
vein, the firearms industry is targeting women as a source of new revenue by cre-
ating weapons (e.g., pink guns, shorter gun stocks and barrels, and lighter cross-
bows) and camouflage more suited for women.17 

Organizations cannot use diversity as a strategic advantage if  employees fail 
to contribute their full talents, abilities, motivation, and commitment. It is thus 
essential for an organization to create an environment or culture that allows all 
employees to reach their full potential. Managing diversity is a critical component 
of creating such an organization.

This section explores the business need to manage diversity by first reviewing 
the demographic trends that are creating an increasingly diverse workforce. We 

Managers often talk about the merits of “teamwork” 

and a “flat” culture. But few can claim to implement 

those practices as well as ATA Engineering Inc.

When ATA spun off from another engineering firm 

in 2000, the new leaders—managers from the former 

firm—wanted to preserve the collegial and collabora-

tive spirit they had as a part of a bigger company. So, 

they sought out practices that emphasized equality and 

teamwork in compensation and decision making.

In 2004, the 28 employees from the former firm 

agreed to make the company 100% employee-owned 

by starting an employee stock-ownership plan. What’s 

more, every ATA engineer, manager, and executive is 

paid on the same engineering pay scale—there’s not a 

separate scale for managers. So there aren’t big differ-

ences in pay between managers and the people they 

supervise.

Bonuses also have an egalitarian flavor: All workers 

receive an equal percentage of their salary as an annual 

bonus. The setup works that way for a couple of rea-

sons. ATA leaders believe that every employee should 

reap the rewards of the whole team. Managers also feel 

it’s too hard to accurately assess how much one em-

ployee deserves a bonus over another; singling people 

out could result in unfairness and resentment. . . .

The company also believes in group decision mak-

ing. At least eight to 10 ATA employees are involved 

in interviewing every job candidate. If one employee 

objects to the hire, the candidate may not be offered a 

job unless the employee changes his or her mind.

Sometimes even the biggest company decisions are 

made by workers. When the lease was up on the com-

pany’s building, for instance, ATA formed a committee 

of employees to address the issue. The group decided 

to stay put, after determining the current location was 

convenient to the majority of employees.

Would you like to work at ATA Engineering? 
Explain why.

SOURCE: Excerpted from K K Spors, “Top Small Workplaces 

2008,” The Wall Street Journal, October 13, 2008, p R4. Copyright 

© 2008 by Dow Jones & Company, Inc. Reproduced with 

permission of Dow Jones & Company, Inc. via Copyright 

Clearance Center. 

ATA Engineering Inc. Effectively Manages Diversity

REAL WORLD | real people

Organizations like ATA make every important decision as a 

group. What are the pros and cons of group decision making?
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then summarize the managerial implications of demographic diversity and review 
evidence pertaining to the positive and negative effects associated with diverse 
work environments. 

Increasing Diversity in the Workforce
Workforce demographics, which are statistical profiles of the characteristics and 
composition of the adult working population, are an invaluable human-resource 
planning aid. They enable managers to anticipate and adjust for surpluses or 
shortages of appropriately skilled individuals. Consider the implications associ-
ated with an aging population that will be retiring in record numbers over the 
next decade, a US birthrate that is too low to provide enough workers to meet 
future demands, a workforce in 2050 that is composed of 55% minority employ-
ees, over 21 million illegal immigrants working in the United States, and 1 in 7 US 
adults who lack the literacy skills to read anything beyond a child’s picture book.18 
Experts predict that these demographic trends will create a serious shortage of 
skilled workers in the future and that immigration will affect the ethnic composi-
tion of the population.

Moreover, general population demographics give managers a preview of the 
values and motives of current and future employees. Demographic changes in the 
US workforce during the last two or three decades have immense implications 
for organizational behavior. This section explores the managerial implications 
of four demographic-based characteristics of the workforce: (1) women navigate 
a labyrinth after breaking the glass ceiling, (2) racial groups are encountering a 
glass ceiling and perceived discrimination, (3) there is a mismatch between work-
ers’ educational attainment and occupational requirements, and (4) generational 
differences in an aging workforce. 

Women Navigate a Labyrinth After Breaking the Glass 
Ceiling The Wall Street Journal journalists—Carol Hymowitz and Timothy 
Schellhardt—coined the term glass ceiling in 1986. The term glass ceiling was 
used to represent an absolute barrier or solid roadblock that prevented women 
from advancing to higher-level positions.  This ceiling resulted in women finding 
themselves stuck in lower-level jobs, ones that do not have profit-and-loss respon-
sibility, and those with less visibility, power, and influence. There are a variety of 
statistics that support the prior existence of  a glass ceiling. For example, women 
earned 78 cents on the dollar relative to men’s earnings in 2008, and women re-
ceived fewer stock options than male executives, even after controlling for level 
of  education, performance, and job function. A study of  13,503 female manag-
ers and 17,493 male managers further demonstrated that women at higher levels 
in the managerial hierarchy received fewer promotions than males at comparable 
positions.19 These differences are a function of  several potential causes:20 

 Women face discrimination.• 

 Women spend more time handling domestic and child-care issues then men.• 

 Women encounter more obstacles to their leadership and authority than • 
men (e.g., negative stereotypes).

 Women have less social capital and lower breadth of personal networks than • 
men.

Workforce 
demographics

Statistical profiles 
of adult workers.

LO.3

Glass ceiling

Invisible barrier 
blocking women 
and minorities from 
top management 
positions.
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    Organizations have increased demands for longer • 
hours, travel, and relocation and these demands con-
flict with the domestic roles held by many married 
women.

 Carol Hymowitz, the same journalist who initially intro-
duced the metaphor of a glass ceiling, wrote an article in The 
Wall Street Journal in 2004 that concluded women had broken 
through the glass ceiling. This led renowned researcher Alice 
Eagly and her colleague Linda Carli to conduct a thorough 
investigation into the organizational life of women. They 
summarized their findings in a 2007 book titled Through the 
Labyrinth.21 These authors agreed with Hymowitz after ana-
lyzing many types of longitudinal data. For example, they 
noted that there are many more female CEOs in 2008 (12 and 
24 female CEOs within Fortune 500 and Fortune 1000 firms, 
respectively) and more women in managerial and administra-
tive positions (e.g., a 24% increase from 1972 to 2006) than 

there were in the 1980s and 1990s. Statistics further showed that 
women made great strides in terms of (1) educational attain-
ment (women earned the majority of bachelor’s, master’s, and 
PhD degrees in 2007); (2) holding seats on boards of directors 
of Fortune 500 firms (a 10% increase between 1995 and 2007); 

(3) obtaining leadership positions in educational institutions (64 percent of adminis-
trators in 2007 were women and 23 percent were college and/or university presidents); 
and (4) receiving federal court appointments (in 2007, 23% and 24% of federal dis-
trict court judges and federal circuit court judges, respectively, were women).22  

You can interpret the above statistics in one of two ways. On the one hand, 
you might believe that women are underpaid and underrepresented in leadership 
positions and that they are victims of discriminatory organizational practices. 
Alternatively, you can agree with Alice Eagly and Linda Carli’s conclusion that 
“women have made substantial progress but still have quite far to go to achieve 
equal representation as leaders. . . . These statistics demonstrate considerable social 
change and show that women’s careers have become far more successful than they 
were in the past. Men still have more authority and higher wages, but women have 
been catching up. Because some women have moved into the most elite leadership 
roles, absolute barriers are a thing of the past.”23 These authors believe that women 
are not victims. Rather, they propose that a woman’s career follow a pattern more 
characteristic of traveling through a labryinth.  

A labyrinth is represented by a maze and is defined as “an intricate structure of 
interconnecting passages through which it is difficult to find one’s way.”24 Eagly and 
Carli used the labyrinth metaphor because they believe that a woman’s path to success 
is not direct or simple, but rather contains twists, turns, and obstructions, particularly 
for married women with children. Managers and organizations thus are advised to 
develop policies, procedures, and programs aimed at helping women to navigate their 
way through the maze of career success (see the Real World/Real People box featuring 
Best Buy on page 43). More will be said about this later in this section.  

Racial Groups Are Encountering a Glass Ceiling and 
Perceived Discrimination Historically, the United States has been a 
black-and-white country. The percentage change in US population between 2000 

LO.4

Indra Nooyi, CEO of Pepsi, is a good example 

of someone who has successfully moved 

through a career labyrinth. She was rated as 

one of America’s Best Leaders in 2008 by U.S. 

News and World Report. 



The gun industry has created pink guns as a way to get 

women to purchase their products.  The industry hopes to 

increase sales by offering more attractive guns to women.  

Are you swayed?

ethics

43

Best Buy’s Women’s Leadership Forum (WOLF) en-

gages female and male employees, from line-level to 

executives, empowering them to reinvent the com-

pany for the retailer’s female customers and employees 

through their ideas and experiences.

WOLF focuses on a simple objective: “If we want 

to be a great place for women to shop, we have to be 

a great place for women to work.” As such, WOLF is 

grounded in three pillars:

Commitment—to the business, customers, and to • 

each other.

Networking—employees build a strong, diverse • 

circle of individuals they trust to help them both 

professionally and personally.

Give back—employees give their time and energy • 

to help and support women and girls in need in 

their local communities, building valuable leadership 

skills. 

How does WOLF develop a woman’s skills? 

SOURCE: Excerpted from “Best Practices & Outstanding 

Initiatives,” Training, February 2008, p 118. 

 Best Buy Uses a Women’s Leadership Forum to Build Employee 

and Customer Loyalty

REAL WORLD | real people 

and 2050 by race reveals that this pattern no longer exists (see Figure 2–2).  Fig-
ure 2–2 shows that Asians and Hispanics are expected to have the largest growth 
in population between 2000 and 2050. The Asian population will triple to 33 mil-
lion by 2050, and the Hispanics will increase their ranks by 118% to 102.6 million. 
Hispanics will account for 25% of the population in 2050. All told, the so-called 
minority groups will constitute approximately 55% 
of the workforce in 2050 according to the Census 
Bureau .25  

Unfortunately, three additional trends suggest 
that current-day minority groups are experiencing 
their own glass ceiling. First, minorities in general 
are advancing less in the managerial and profes-
sional ranks than whites. For example, whites, 
blacks, Asians, and Hispanics or Latinos held 
36.1%, 27.1%, 48.1%, and 17.8% of all manage-
rial and professional jobs in the United States in 
2007.26 Second, the number of  race-based charges 
of  discrimination that were deemed to show rea-
sonable cause by the US Equal Employment 
Opportunity Commission increased from 294 in 
1995 to 998 in 2007. Companies paid a total of 
$67.7 million to resolve these claims outside of 
litigation in 2007.27 Third, minorities also tend 

Julie Gilbert, founder of Best Buy’s Women’s 

Leadership Forum.
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to earn less personal income than whites. Median weekly earnings in 2007 were 
$569, $503, and $716 for African Americans, Hispanics, and whites, respectively. 
Interestingly, Asians had the highest median income—$830 per week.28 Finally, 
a number of  studies showed that minorities experienced more perceived discrimi-
nation, racism-related stress, and less psychological support than whites.29

Mismatch between Educational Attainment and Occupational 
Requirements Approximately 28% of  the labor force has a college degree, 
and college graduates earn substantially more than workers with less educa-
tion.30 At the same time, however, three trends suggest a mismatch between edu-
cational attainment and the knowledge and skills needed by employers. First, 
recent studies show that college graduates, while technically and functionally 
competent, are lacking in terms of  teamwork skills, critical thinking, and ana-
lytic reasoning. Second, there is a shortage of  college graduates in technical 

go to the Web for the Self-Exercise: What Are the Strategies for 
Breaking the Glass Ceiling?

Figure 2–2  Percentage Change in US Population by Race

SOURCE: G C Armas, “Almost Half of US Likely to Be Minorities by 2050,” Arizona Republic, March 18, 2004, 

p A5. US Census Bureau, Tbl. 1a., “Projected Population of the US by Race and Hispanic Origin: 2000–2050 

(www.census.gov/ipc/www/usinterimproj/), March 2004. Used by permission of the Associated Press. 
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fields related to science, math, and engineering. Third, organizations are find-
ing that high school graduates working in entry-level positions do not possess 
the basic skills needed to perform effectively.31 This latter trend is partly due 
to a national high-school dropout rate estimated at over 9% and the existence 
of  about 32 million adults in the United States that are functionally illiterate. 
Literacy is defined as “an individual’s ability to read, write, and speak English, 
compute and solve problems at levels of  proficiency necessary to function on 
the job and in society, to achieve one’s goals, and develop one’s knowledge and 
potential.”32 Illiteracy costs corporate America around $60 billion a year in lost 
productivity.33 These statistics are worrisome to both government officials and 
business leaders.

The key issue confronting organizations in the United States, and any coun-
try that wants to compete in a global economy, is whether or not the population 
has the skills and abilities needed to drive economic growth. Unfortunately, re-
sults from a study commissioned by the National Center on Education and the 
Economy suggests that the United States is losing ground on this issue. Findings 
were summarized in a book titled Tough Choice or Tough Times: The Report of the 
New Commission on the Skills of the American Workforce. The authors arrived at 
the following conclusions based on their analysis.

Whereas for most of the 20th century the United States could take pride in hav-

ing the best-educated workforce in the world, that is no longer true. Over the past 

30 years, one country after another has surpassed us in the proportion of their enter-

ing workforce with the equivalent of a high school diploma, and many more are on 

the verge of doing so. Thirty years ago, the United States could lay claim to having 

30 percent of the world’s population of college students. Today that proportion has 

fallen to 14 percent and is continuing to fall.

While our international counterparts are increasingly getting more education, their 

young people are getting a better education as well. American students and young 

adults place anywhere from the middle to the bottom of the back in all three continu-

ing comparative studies of achievement in mathematics, science, and general literacy in 

the advanced industrial nations.

While our relative position in the world’s education league tables has continued its 

long slow decline, the structure of the global economy has continued to evolve. Every 

day, more and more of the work that people do ends up in a digitized form. From 

X-rays used for medical diagnostic purposes, to songs, movies, architectural draw-

ings, technical papers, and novels, that work is saved on a hard disk and transmitted 

instantly over the Internet to someone near or far who makes use of it in an endless 

variety of ways. Because this is so, employers everywhere have access to a worldwide 

workforce composed of people who do not have to move to participate in work 

teams that are truly global. Because this is so, a swiftly rising number of American 

workers at every skill level are in direct competition with workers in every corner of 

the globe.34

These conclusions underscore the fact that the mismatch between educational 
attainment and occupational requirements have both short- and long-term impli-
cations for organizations and countries alike. American companies are more likely 
to outsource technical work to countries like India and China, to hire more im-
migrants to fill entry-level positions, to spend more money on employee training, 
and to use phased retirement programs that encourage skilled employees to work 
beyond retirement age.35
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Generational Differences in an Aging Workforce America’s pop-
ulation and workforce are getting older. By 2011, half  of the US workforce will 
be over 50 years of age, and 80% will be over 50 by 2018.36 Life expectancy is in-
creasing as well. The number of people living into their 80s is increasing rapidly, 
and this group disproportionately suffers from chronic illness. The United States 
is not the only country with an aging population. Germany, China, Japan, Russia, 
Brazil, Italy, and other countries in both eastern and western Europe, for example, 
are expected to encounter significant economic, social, and political problems due 
to an aging population.

An aging population in the United States underscores a potential skill gap in 
the future. As those employees in the baby-boom generation retire—the 78 million 
people born between 1946 and 1964—the US workforce will lose the skills, knowl-
edge, experience, and relationships possessed by the more than a quarter of all 
Americans. This situation will likely create skill shortages in fast-growing techni-
cal fields.

In addition to the challenges associated with an aging workforce, it is im-
portant for managers to effectively deal with generational differences in values, 
attitudes, and behaviors that exist in the workforce. For example, companies 
such as IBM, Lockheed Martin, Ernst & Young LLP, and Aetna have ad-
dressed this issue by providing training workshops on generational diversity.37 
 Table 2–2 presents a summary of  generational differences that exist across 
commonly labeled groups of  people: Millennials, also known as Gen Ys; Gen 
Xers; Baby Boomers; and Traditionalists. Before examining these proposed 
differences, it is important to note that these labels and distinctions are gen-
eralizations and are used for sake of  discussion. There are always exceptions 
to the characterizations shown in Table 2–2 and all conclusions should be 
interpreted with caution.38 Table 2–2 reveals that Millennials account for the 
largest block of  employees in the workforce, followed by Baby Boomers. This 
is important because many Millennials are being managed by Boomers who 
possess a very different set of  personal traits. Traits, which are discussed in 
Chapter 5, represent stable physical and mental characteristics that form an 
individual’s identity. Conflicting traits are likely to create friction between peo-
ple. For example, the workaholic and competitive nature of  Boomers is likely 
to conflict with the entitled and work-life balance perspective of  Millennials. 
As discussed in the next section, managers and employees alike will need to be 
sensitive to the generational differences highlighted in Table 2–2 in the pursuit 
of  effectively managing diversity.  

We would like to close our discussion about age by highlighting results from 
a recent meta-analysis of 118 studies involving over 52,000 people. The research-
ers wanted to investigate the relationship between age and 10 dimensions of per-
formance: core task performance, creativity, performance in training workshops, 
helping behavior at work, safety performance, counterproductive work behaviors, 
aggression at work, substance abuse, tardiness, and absenteeism. Results demon-
strated that older workers displayed more helping and safety-oriented behavior. 
Older workers also exhibited less workplace aggression, substance abuse, tardiness, 
and absenteeism. Age was predominantly unrelated to core task performance, cre-
ativity, and performance in training workshops.39 The researchers concluded that 
“these observations suggest either that older workers are as motivated as younger 
workers to contribute to their organizations or that they are more consciously 
engaged in discretionary behaviors to compensate for any losses in technical core 
performance.”40
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Table 2–2 Workforce Generational Differences

MILLENNIALS (GEN YS) GEN XERS BABY BOOMERS TRADITIONALISTS

Time Span Estimated 1980–2001 1965–1979 1946–1964 1925–1945

Current US Residents 92 Million 62 Million 78.3 Million 38.6 Million

Key Historical Events Columbine

 High School

 shootings,

 September 11

  terrorist attacks, 

 Enron and other

 corporate 

 scandals, wars

 in Afghanistan

 and Iraq,

 Hurricane

 Katrina

AIDS epidemic,

 space shuttle

 Challenger

 catastrophe,

 fall of the

 Berlin Wall,

 Oklahoma City

 bombing,

 Bill Clinton–

 Monica

 Lewinsky

 scandal

Vietnam War,

 assassinations

 of John and

 Robert

 Kennedy and

 Martin Luther

 King Jr., first

 man on the

 moon, Kent

 State killings,

 Watergate

Great 

 Depression,

 Pearl Harbor,

 World War ll,

 Korean War,

 Cold War era,

 Cuban missile

 crisis

Traits Entitled,

 optimistic, civic

 minded, close

 parental

 involvement,

 values work-life

 balance,

 impatient,

 multitasking,

 team-oriented

self-reliant,

 adaptable,

 cynical,

 distrust of

 authority,

 resourceful,

 entrepreneurial,

 technology

 savvy

Workaholic,

 idealistic,

 competitive,

 loyal,

 materialistic,

 seeks personal

 fulfillment,

 values titles

 and the corner

 office

Patriotic,

 dependable,

 conformist,

 respects

  authority, 

rigid,

 socially and

 financially

 conservative,

  solid work 

ethic

SOURCE: R Alsop, The Trophy Kids Grow Up (San Francisco: Jossey-Bass, 2008), p 5. [permission needed.]

 M anagerial Implications of 
Demographic Diversity

Regardless of  gender, race, education, or age, all organizations need employees 
who possess the skills and abilities required to successfully complete their jobs. 
Hiring, retaining, and developing a diverse workforce not only gives an orga-
nization access to a deeper pool of  talent, it also may introduce perspectives 
that help the organization identify and meet the needs of  a diverse customer 
base. For example, a Citizens Union Bank branch in Louisville, Kentucky, de-
signed and staffed the branch with the goal of  attracting more Latin American 
customers. The interior contains “bright, colorful walls of  yellows and blues, 
large-scale photos of  Latin American countries, comfortable couches, sit-down 
desks, a children’s play area, a television tuned to Hispanic programming and 
even a vending area stocked with popular Latin American-brand soft drinks 

LO.5
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and snacks. Along with its interior design, this branch has a different name: 
‘Nuestro Banco,’ Spanish for ‘Our Bank.’ ”41 Branch deposits are setting re-
cords, and the CEO is planning to use this same model in other locations. The 
point to remember is that companies need to adopt policies and procedures 
that meet the needs of  all employees. As such, programs such as day care, elder 
care, flexible work schedules, and benefits such as paternal leaves, less-rigid 
relocation policies, concierge services, and mentoring programs are likely to 
become more popular.42 In addition to this general conclusion, this section 
summarizes some unique managerial implications associated with effectively 
managing diversity in regards to demographic trends related to gender, race, 
education, and age. 

 Managing Gender-Based Diversity Special effort is needed to help 
women navigate through the labyrinth of career success. Organizations can do this by 
providing women the developmental assignments that prepare them for promotional 
opportunities.43 Laura Desmond, CEO of Starcom Media Vest/The Americas, 
suggests that women need to help themselves advance to senior-level positions. 
She believes that “getting to the top requires setting goals and persevering—along 
with a willingness to seek stretch assignments that challenge and yield broader ex-
periences.” Andrea Jung, chair and CEO of Avon Products, further recommends 
that women should find a company or industry that they love because “the hard 
work and sacrifices required are only possible if  you are fully engaged in your 
company and enjoy what you do.”44 

Women also can help their own cause by following seven recommendations pro-
posed by Alice Eagly and Linda Carli, authors of Through the Labyrinth.45 First, focus 
on being exceptionally competent and seek mentors for different purposes. Second, 
build social capital. Social capital, as you may recall from Chapter 1, represents the 
totality of one’s professional and personal relationships. Learning to play the game of 
golf may represent one viable strategy in this pursuit. For example, Susan Reed, edi-
tor in chief of Golf for Women, concluded that “[w]omen are just now learning what 
men have known for years: that golf may be one of the best relationship-building tools 
there is—both for business and for pleasure. Women resist going out for the afternoon 
because they’re generally too responsible, shortsightedly so. Like men, they need to 
realize that leaving the work on the desk (which will be there anyway) and going out 
to play golf with a valuable business prospect is a good decision.”46 Third, seek work-
life balance by delegating housework or hiring domestic help. Fourth, improve 
your negotiating skills. Fifth, take credit for your accomplishments; men do. Sixth, 
work toward creating a partnership with your spouse that leads to a mutually sup-
portive relationship. Finally, develop an interpersonal style that balances the need 
to be assertive and communal. Managing Racially Based Diversity Given the projected increase in 
the number of Hispanics entering the workforce over the next 25 years, manag-
ers should consider progressive methods to recruit, retain, and integrate this seg-
ment of the population into their organizations. For example, Miami Children’s 
Hospital and Shaw Industries Inc. in Dalton, Georgia, attempted to improve em-
ployee productivity, satisfaction, and motivation by developing customized train-
ing programs to improve the commmunication skills of their Spanish-speaking 
employees (see the Real World/Real People feature on page 49).47 Research further 
reveals that the retention and career progression of minorities can be significantly 
enhanced through effective mentoring. 
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David Thomas, a researcher from Harvard University, conducted a three-year 
study of mentoring practices at three US corporations: a manufacturer, an elec-
tronics company, and a high-tech firm. His results revealed that successful people 
of color who advanced the furthest had a strong network of mentors and sponsors 
who nurtured their professional development. Findings also demonstrated that 
people of color should be mentored differently than their white counterparts. He 
recommended that organizations

should provide a range of career paths, all uncorrelated with race, that lead to the 

executive suite. . . . Achieving this system, however, would require integrating the prin-

ciples of opportunity, development, and diversity into the fabric of the organization’s 

management practices and human resource systems. And an important element in the 

process would be to identify potential mentors, train them, and ensure that they are 

paired with promising professionals of color.48 

Managing Education-Based Diversity Mismatches between the 
amount of education needed to perform current jobs and the amount of educa-
tion possessed by members of the workforce are growing. This trend creates two 
potential problems for organizations. First, there will be a shortage of qualified 
people in technical fields. To combat this issue, both Lockheed Martin and Agilent 
Technologies offer some type of paid apprenticeship or internship to attract high-
school students interested in the sciences. Other companies such as State Street, 
Fidelity, and Cisco are attempting to overcome skill gaps by encouraging employ-
ees to participate in skills-based volunteering projects. The goal of these projects is 
to increase targeted skills through volunteer activities.49 Second, underemployment 
among college graduates threatens to erode job satisfaction and work motiva-
tion. As well-educated workers begin to look for jobs commensurate with their 

 Miami Children’s Hospital
 Language class meets twice a week.• 

Language training is tied to the work environ-• 

ment (i.e., participants taught how to speak to 

customers).

English-speaking managers participate in a custom-• 

ized “Spanish as a Second Language” program.

 Shaw Industries Inc.
 Program participants are selected from the facilities, • 

shifts, and departments where language barriers are 

most pronounced; classes contain an equal number 

of English and native Spanish speakers.

Participants complete 30 hours of computer-based • 

instruction prior to attending class. The  computerized 

instruction contains pictures and associated words 

of objects found in the company’s facilities.

Participants take a four-day immersion class in the • 

language they want to learn. Teams of Spanish-speaking 

and English groups join on the last day to work on 

activities and games in which they speak their native 

and new language 50 percent of the time, respectively. 

Post-class training assignments require participants • 

to speak with five targeted individuals in the new 

language.

Why is it important that employees can ad-
equately speak English in the US? Explain.

SOURCE: Excerpted and adapted from S Boehle, “Voices of 

Opportunity,” Training, January 2009, p 39. 

Miami Children’s Hospital and Shaw Industries Inc. Focus on 

Improving Employees’ English Proficiency
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qualifications and expectations, absenteeism and turnover likely will increase. This 
problem underscores the need for job redesign (see the discussion in Chapter 8). 
In addition, organizations will need to consider interventions, such as realistic job 
previews and positive reinforcement programs (discussed in Chapter 9), to reduce 
absenteeism and turnover. On-the-job remedial skills and literacy training will be 
necessary to help the growing number of dropouts and illiterates cope with job 
demands.  

 Managing Age-Related Diversity Organizations can take advantage of 
an aging workforce by capitalizing on the human and social capital possessed by 
older employees. For example, John Deere, Boeing, Borders, CVS Caremark, and 
Baystate Health are targeting “productive” Baby Boomers for retention, recruit-
ment, and mentoring. These companies believe that boomers can help overcome 
skill gaps in today’s workforce.50 In order to make this strategy work, however, the 
Wall Street Journal suggests that organizations will need to encourage baby boom-
ers to remain in the workforce in lieu of retiring.51 The following seven initiatives 
can help to keep older workers engaged and committed to working.52

Provide challenging work assignments that make a difference to the firm.1. 

Give the employee considerable autonomy and latitude in completing a task.2. 

 Provide equal access to training and learning opportunities when it comes to 3. 

new technology.

 Provide frequent recognition for skills, experience, and wisdom gained over the years.4. 

 Provide mentoring opportunities whereby older workers can pass on accumu-5. 

lated knowledge to younger employees.

Ensure that older workers receive sensitive, high-quality supervision.6. 

Design a work environment that is both stimulating and fun. 7. 

 Generational differences outlined in Table 2–2 can affect employee motivation 
and productivity, thereby necessitating a managerial response. For example, recent 
in-depth interviews with 50 workers over the age of 50 revealed that older workers 
felt blocked from important communication networks by younger employees and 
that their experience and skills were not valued. One respondent commented that 
“when older colleagues spoke during company meetings, younger colleagues would 
yawn, avoid eye contact with the speaker, doodle, or send text or instant messages 
under the table.53 In contrast, some Gen Y employees believe that Baby Boomers 
want to be rewarded for the amount of time they spend at work rather than pro-

ductivity. Best Buy’s headquarters has attempted 
to reconcile this concern by creating an evaluation 
system that judges people only on task completion 
and performance. People are encouraged to work 
only as many hours as needed to get the job done.54 
Further, Gen X employees also report feeling 
“stuck in the middle.” A Gen Xer named Michael 
noted, “I have an executive management team who 
are 8 to 12 years older than I am, with no plans for 
retirement in the near future. This leaves me stuck. 

Age-related diversity can cause unnecessary friction in 

the workplace. How can managers help facilitate helpful 

interactions across all generations?
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I have been searching for business opportunities due to my distrust of Corporate 
America’s motives.”55 Companies clearly need to find ways to motivate and retain 
Gen X employees who may be stuck in organizational hierarchies. 

The shortage of  skilled employees in the future underscores the need for or-
ganizations to recruit Millennials. Not only do Gen Ys represent the largest block 
of employees in the workforce (see Table 2–2), but they possess traits and skills 
needed in an increasingly technologically advanced economy. Organizations are 
responding to this issue by trying to create work environments that meet the needs 
of  this segment of  the workforce. For example, Growth Works Capital, Ernst & 
Young, Philip Morris USA, IBM, and Bearing Point implemented new rewards 
programs and job design interventions aimed at attracting and retaining Gen Y 
employees. Unilever similarly created a “consumerization architect” position that 
focuses on helping employees use popular technology after learning that Gen Y 
employees were dissatisfied with the company’s use of  information technology.56 

The Positive and Negative Effects of Diverse  
Work Environments

Earlier in this chapter we stated that effectively managing diversity is not only a 
good thing to do in order to attract and retain the most talented employees, but it 
makes good business sense. Although one can easily find testimonials from man-
agers and organizations supporting this conclusion, we need to examine the valid-
ity of this claim by considering the evidence provided by OB research. As you will 
learn shortly, this research reveals that there are both positive and negative effects 
of diversity on important work outcomes. Organizational behavior researchers 
have explained these  conflicting results by integrating two competing explana-
tions of how diversity impacts employee attitudes, behavior, and performance. 
These explanations are based on what is called social categorization theory and 
information/decision-making theory. This section focuses on helping you under-
stand how to garner the positive benefits of  diversity by presenting a process 
model of  diversity that integrates these two explanations.

Social Categorization Theory A team of OB researchers describe the 
social categorization theory of  diversity as follows:

The social categorization perspective holds that similarities and differences are used as 

a basis for categorizing self and others into groups, with ensuing categorizations distin-

guishing between one’s own in-group and one or more out-groups. People tend to like 

and trust in-group members more than out-group members and thus generally tend 

to favor in-groups over out-groups. . . . [W]ork group members are more positively in-

clined toward their group and the people within it if fellow group members are similar 

rather than dissimilar to the self.57

This perspective further implies that similarity leads to liking and attraction, 
thereby fostering a host of positive outcomes. If  this were the case, one would 
expect that the more homogeneous a work group, the higher the member commit-
ment and group cohesion, and the lower the amount of interpersonal conflicts. 
There is a large body of research supporting propositions derived from the social 
categorization model.58

For example, past research revealed that people who were different from their 
work units in racial or ethnic background were less psychologically committed 

LO.6
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to their organizations and less satisfied with their careers.59 Additional studies 
showed that demographic diversity was associated with less cooperation among 
team members and more negative impressions toward people who were demo-
graphically different.60 Finally, recent studies demonstrated that demographic 
diversity was associated with higher employee turnover and employee deviance 
(i.e., exhibiting behavior that violates norms and threatens the well-being of the 
organization) and lower profits.61 All told then, the social categorization model 
supports the idea that homogeneity is better than heterogeneity in terms of affect-
ing work-related attitudes, behavior, and performance.

Information/Decision-Making Theory The second theoretical point 
of view, referred to as information/decision-making theory, arrives at opposite pre-
dictions, proposing that diverse groups should outperform homogenous groups. 
The logic of this theory was described as follows:

The idea is that diverse groups are more likely to possess a broader range of task-

relevant knowledge, skills, and abilities that are distinct and nonredundant and to have 

different opinions and perspectives on the task at hand. This not only gives diverse 

groups a larger pool of resources, but may also have other beneficial effects.62

This perspective highlights three positive effects of diverse work groups.63 
First, diverse groups are expected to do a better job in earlier phases of problem 
solving because they are more likely to use their diverse backgrounds to generate a 
more comprehensive view of a problem. For example, gender and ethnic diversity 
can help work teams to better understand the needs and perspectives of a mul-
ticultural customer base. Second, the existence of diverse perspectives can help 
groups to brainstorm or uncover more novel alternatives during problem-solving 
activities. Finally, diversity can enhance the number of contacts a group or work 
unit has at its disposal. This broad network enables groups to gain access to new 
information and expertise, which results in more support for decisions than ho-
mogenous groups. Research supports this theory of diversity.

Team performance was positively related to a team’s diversity in gender, eth-
nicity, age, and education.64 Heterogeneous groups also were found to produce 
better-quality decisions and demonstrated higher productivity than homogenous 
groups.65 Preliminary research also supports the idea that workforce diversity pro-
motes creativity and innovation. This occurs through the sharing of diverse ideas 
and perspectives. Rosabeth Moss-Kanter, a management expert, was one of the 
first to investigate this relationship. Her results indicated that innovative compa-
nies deliberately used heterogeneous teams to solve problems, and they employed 
more women and minorities than less innovative companies. She also noted that 
innovative companies did a better job of eliminating racism, sexism, and clas-
sism.66 A summary of 40 years of diversity research supported Moss-Kanter’s 
conclusion that diversity can promote creativity and improve a team’s decision 
making.67

Reconciling the Effects of Diverse Work Environments Our 
previous discussion about social categorization theory and information/decision-
making theory revealed that there are both positive and negative effects associated 
with diversity. The model in Figure 2–3  summarizes the process underlying these 
effects. Consistent with social categorization theory, there is a negative relationship 
between the amount of diversity in a work group and the quality of interpersonal 
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processes and group dynamics within a work group (path A in Figure 2–3). This 
negative relationship ultimately results in negative outcomes because of the positive 
relationship between the quality of interpersonal processes and group dynamics 
and outcomes (path C). For example, gender and racial diversity in a work group 
foster more interpersonal conflict, which in turn results in lower job satisfaction, 
higher turnover, and lower productivity. Recent research shows that this type of 
negative pattern is more pronounced when groups have salient demographic fault-
lines.68 A demographic faultline is defined as “hypothetical dividing lines that may 
split a group into subgroups based on one or more attributes.”69  Faultlines form 
when work group members possess varying demographic characteristics (e.g., gen-
der, age, ethnicity), and negative interpersonal processes occur when people align 
themselves based on salient faultlines or demographic characteristics.70 

In contrast, research regarding the information/decision-making theory tells 
us that the amount of diversity in a work group is positively associated with task-
relevant processes and decision making (path B), which in turn fosters positive 
outcomes (path D). Gender and racial diversity in this case lead to positive out-
comes because they lead to improved task-related processes and decision mak-
ing. Two recent studies demonstrated that the positive effects of diversity were 
stronger when work groups were open-minded, more readily discussed and shared 
information, and displayed more integrative behavior.71

Given that work-group diversity is associated with positive and negative out-
comes, we need to consider what management can do to reduce the potential nega-
tive effects of diversity. First, organizations can target training to improve the 
inherent negative relationship between a work group’s diversity and its interper-
sonal processes and group dynamics (path A in Figure 2–3). For example, training 
can be used to help employees develop interpersonal skills that foster integrative 

Demographic 
faultline 
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Figure 2–3 A Process Model of Diversity
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and collaborative behavior. This training might focus on conflict management, 
interpersonal influence, giving feedback, communication, and valuing differences. 
Second, managers can seek ways to help employees ease the tensions of working 
in diverse groups. Such efforts might include the creation of support groups. 72 
Finally, steps could be taken to reduce the negative effects of unconscious stereo-
typing and increase the use of group goals in heterogenous groups. Rewarding 
groups to accomplish group goals might encourage group members to focus on 
their common objectives rather than on demographic faultlines that are unrelated 
to performance.

Barriers and Challenges 
to Managing Diversity 

We introduced this chapter by noting that diversity is a sensitive, potentially vola-
tile, and sometimes uncomfortable issue. It is therefore not surprising that organi-
zations encounter significant barriers when trying to move forward with managing 
diversity. The following is a list of the most common barriers to implementing suc-
cessful diversity programs:73

 Inaccurate stereotypes and prejudice.1.  This barrier manifests itself  in the belief  

that differences are viewed as weaknesses. In turn, this promotes the view that 

diversity hiring will mean sacrificing competence and quality.

 Ethnocentrism.2.  The ethnocentrism barrier represents the feeling that one’s cul-

tural rules and norms are superior or more appropriate than the rules and norms 

of another culture. This barrier is thoroughly discussed in Chapter 4.

 Poor career planning. 3. This barrier is associated with the lack of opportunities 

for diverse employees to get the type of work assignments that qualify them for 

senior management positions.

 A negative diversity climate.4.  Climate is generally viewed as employee perceptions 

about an organization’s formal and informal policies, practices, and procedures.74 

Diversity climate  is a subcomponent of an organization’s overall climate and is 

defined as the employees’ aggregate “perceptions about the organization’s diver-

sity-related formal structure characteristics and informal values.”75 Diversity cli-

mate is positive when employees view the organization as being fair to all types 

of employees; the concept of organizational fairness is discussed in Chapter 8. 

Recent research revealed that a positive diversity climate enhanced the positive 

effects of diversity while a negative diversity climate reduced the positive aspects 

of employee diversity.76

 5.  An unsupportive and hostile working environment for diverse employees. Sexual, 

racial, and age harassment are common examples of  hostile work environ-

ments. Whether perpetrated against women, men, or older individuals, hostile 

environments are demeaning, unethical, and appropriately called “work envi-

ronment pollution.” Moreover, the EEOC holds employers legally accountable 

for behavior that creates a hostile work environment. An expert on the subject 

explains:

An employer violates Title VII of the Civil Rights [Act] of 1964 [see Table 2–1] 

if it engages in unlawful discrimination by maintaining a hostile work environ-

ment. To prove a hostile work environment claim involving co-workers, an em-

ployee must show that she was subject to unwelcome harassment based on a 

to the point
What are the 
most com-
mon barriers 
to implement-
ing success-
ful diversity 
programs?
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protected characteristic [e.g., race, color, religion, national origin, sex, age] and 

that the  harassment was severe or pervasive enough to create a hostile or 

abusive working environment. In addition, the employee must show that the 

employer knew or should have known about the environment and failed to act 

promptly to prevent or end the harassment.77

 Sexual harassment, which we discuss in Chapter 11 under the context of men 

and women working together in groups, is the most frequent type of hostile en-

vironment charge filed with the EEOC. 

 Lack of political savvy on the part of diverse employees.6.  Diverse employees may 

not get promoted because they do not know how to “play the game” of getting 

along and getting ahead in an organization. Research reveals that women and 

people of color are excluded from organizational networks.78

 Difficulty in balancing career and family issues. 7. Women still assume the majority 

of the responsibilities associated with raising children. This makes it harder for 

women to work evenings and weekends or to frequently travel once they have 

children. Even without children in the picture, household chores take more of a 

woman’s time than a man’s time.

 Fears of reverse discrimination.8.  Some employees believe that managing di-

versity is a smoke screen for reverse discrimination. This belief  leads to very 

strong resistance because people feel that one person’s gain is another’s loss.

 Diversity is not seen as an organizational priority. 9. This leads to subtle resistance 

that shows up in the form of complaints and negative attitudes. Employees may 

complain about the time, energy, and resources devoted to diversity that could 

have been spent doing “real work.”

 The need to revamp the organization’s performance appraisal and reward system. 10. 

Performance appraisals and reward systems must reinforce the need to effec-

tively manage diversity. This means that success will be based on a new set of 

criteria. For example, General Electric evaluates the extent to which its manag-

ers are inclusive of employees with different backgrounds. These evaluations are 

used in salary and promotion decisions.79

 Resistance to change.11.  Effectively managing diversity entails significant organiza-

tional and personal change. As discussed in Chapter 18, people resist change for 

many different reasons.

In summary, managing diversity is a critical component of organizational success.

go to the Web for the Group Exercise: Managing Diversity-Related 
Interactions

Organizational Practices Used 
to Effectively Manage Diversity

 So what are organizations doing to effectively manage diversity? Answering this 
question requires that we provide a framework for categorizing organizational ini-
tiatives. Researchers and practitioners have developed relevant frameworks. One 

LO.8 to the point
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was developed by R Roosevelt Thomas Jr, a diversity expert. He identified eight 
generic action options that can be used to address any type of diversity issue. This 
section reviews Thomas’s framework in order to provide you with a broad under-
standing about how organizations are effectively managing diversity.

R Roosevelt Thomas Jr’s Generic Action Options
Thomas identified eight basic responses for handling any diversity issue. After 
describing each action option, we discuss relationships among them.80

Option 1: Include/Exclude This choice is an outgrowth of affirmative 
action programs. Its primary goal is to either increase or decrease the number 
of diverse people at all levels of the organizations. Shoney’s restaurant repre-
sents a good example of a company that attempted to include diverse employees 
after settling a discrimination lawsuit. The company subsequently hired African 
Americans into positions of dining-room supervisors and vice presidents, added 
more franchises owned by African Americans, and purchased more goods and 
services from minority-owned companies.81

Option 2: Deny People using this option deny that differences exist. Denial 
may manifest itself in proclamations that all decisions are color, gender, and age 
blind and that success is solely determined by merit and performance. Consider State 
Farm Insurance, for example. “Although it was traditional for male agents and their 
regional managers to hire male relatives, State Farm Insurance avoided change and 
denied any alleged effects in a nine-year gender-bias suit that the company lost.”82

Option 3: Assimilate The basic premise behind this alternative is that 
all diverse people will learn to fit in or become like the dominant group. It only 
takes time and reinforcement for people to see the light. Organizations initially 
assimilate employees through their recruitment practices and the use of company 
orientation programs. New hires generally are put through orientation programs 
that aim to provide employees with the organization’s preferred values and a set 
of standard operating procedures. Employees then are encouraged to refer to the 
policies and procedures manual when they are confused about what to do in a 
specific situation. These practices create homogeneity among employees.

Option 4: Suppress Differences are squelched or discouraged when using 
this approach. This can be done by telling or reinforcing others to quit whining 
and complaining about issues. The old “you’ve got to pay your dues” line is an-
other frequently used way to promote the status quo.

Option 5: Isolate This option maintains the current way of doing things 
by setting the diverse person off  to the side. In this way the individual is unable 
to influence organizational change. Managers can isolate people by putting them 
on special projects. Entire work groups or departments are isolated by creating 
functionally independent entities, frequently referred to as “silos.” Shoney Inc.’s 
employees commented to a Wall Street Journal reporter about isolation practices 
formerly used by the company:

White managers told of how Mr. Danner [previous chairman of the company] told 

them to fire blacks if they became too numerous in restaurants in white neighborhoods; 
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if they refused, they would lose their jobs, too. Some also said that when Mr. Danner 

was expected to visit their restaurant, they scheduled black employees off that day or, 

in one case, hid them in the bathroom. Others said blacks’ applications were coded 

and discarded.83

Option 6: Tolerate Toleration entails acknowledging differences but not 
valuing or accepting them. It represents a live-and-let-live approach that super-
ficially allows organizations to give lip service to the issue of managing diversity. 
Toleration is different from isolation in that it allows for the inclusion of diverse 
people. However, differences are not really valued or accepted when an organiza-
tion uses this option.

Option 7: Build Relationships This approach is based on the premise 
that good relationships can overcome differences. It addresses diversity by fos-
tering quality relationships—characterized by acceptance and understanding—
among diverse groups. Rockwell Collins, Inc., a producer of aviation electronics in 
Cedar Rapids, Iowa, is a good example of a company attempting to use this diver-
sity option. Rockwell is motivated to pursue this option because it has a shortage 
of qualified employees in a state that is about 6% nonwhite. To attract minority 
candidates the company “is building closer relationships with schools that have 
strong engineering programs as well as sizable minority populations. It also is 
working more closely with minority-focused professional societies.”84 The city of 
Cedar Rapids is also getting involved in the effort by trying to offer more cultural 
activities and ethnic-food stores that cater to a more diverse population base.

Option 8: Foster Mutual Adaptation In this option, people are will-
ing to adapt or change their views for the sake of creating positive relationships 
with others. This implies that employees and management alike must be willing 
to accept differences and, most important, agree that everyone and everything is 
open for change. Sodexho Inc., the largest provider of integrated food and facili-
ties management services in the United States, Canada, and Mexico, is a good ex-
ample of a company trying to implement this option (see Real World/Real People 
box featuring Sodexho USA on page 58).  

Conclusions about Action Options Although the action 
options can be used alone or in combination, some are clearly bet-
ter than others. Exclusion, denial, assimilation, suppression, isola-
tion, and toleration are among the least preferred options. Inclusion, 
building relationships, and mutual adaptation are the preferred strat-
egies. That said, Thomas reminds us that mutual adaptation is the 
only approach that unquestionably endorses the philosophy behind 
managing diversity. In closing this discussion, it is important to note 
that choosing how to best manage diversity is a dynamic process that 
is determined by the context at hand. For instance, some organiza-
tions are not ready for mutual adaptation. The best one might hope 
for in this case is the inclusion of diverse people.

Raytheon is a good example of a company that is trying to eliminate the barriers 

to managing diversity. With a large number of employees needed in the near 

future, the chief diversity officer has claimed that they won’t be turning their 

backs on anyone. 
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Define diversity and review the four layers of diversity. 1. 

Diversity represents the individual differences that 

make people different from and similar to each other. 

Diversity pertains to everybody. It is not simply an 

issue of  age, race, gender, or sexual orientation. The 

layers of  diversity define an individual’s personal 

identity and constitute a perceptual filter that influ-

ences how we interpret the world. Personality is at 

the center of  the diversity wheel. The second layer of 

diversity consists of  a set of  internal dimensions that 

are referred to as surface-level dimensions of  diver-

sity. The third layer is composed of  external influ-

ences and is called secondary dimensions of  diversity. 

The final layer of  diversity includes organizational 

dimensions.

Explain the difference between affirmative action and 2. 

managing diversity. Affirmative action is an outgrowth 

of equal employment opportunity legislation and is 

an artificial intervention aimed at giving management 

a chance to correct past discrimination. Managing 

diversity entails creating a host of organizational 

changes that enable all people to perform up to their 

maximum potential.

Explain why Alice Eagly and Linda Carli believe that 3. 

a woman’s career is best viewed as traveling through a 

labyrinth. Eagly and Carli believe that women were 

barred from achieving high-level managerial positions 

in the past, but that women now have busted through 

these barriers. They cite statistics showing that women 

have made progress in terms of obtaining CEO posi-

tions, managerial and administrative positions, and 

educational attainment; holding seats on boards of 

directors; obtaining leadership positions in educational 

institutions; and receiving federal court appointments. 

Eagly and Carli propose that women have made these 

strides by successfully navigating a labyrinth of twists, 

turns, and obstacles. 

Review the demographic trends pertaining to racial 4. 

groups, educational mismatches, and an aging workforce. 

Summary of Key Concepts

 At Sohexho USA, Chief Diversity Officer Rohini Anand 

partners with Sodexho University to create training 

that encourages diversity at the company. “Our learning 

strategy is phased, starting with a foundational training 

event that explains the business case for diversity and 

how it fits with the company strategy,” Anand says. “It 

then moves to a mandatory one-day event for compli-

ance and the spirit of diversity or an inclusive strategy. 

After that, skill-based learning labs teach about gen-

der, cross-cultural differences, sexual orientation, and 

micro-iniquities. They look to include diversity content 

in all of the training department’s offerings, and have 

train-the-trainer programs to build an internal capacity 

for inclusion in the organization. . . . 

Sodexho has a diversity scorecard for managers, 

which includes the manager’s success in recruitment, re-

tention, promotion, and development of all employees. 

A substantial portion of managers’ bonuses is deter-

mined by their success in these areas.

What do you like best about Sodexho’s 
app roach toward diversity? Discuss. 

SOURCE: H Dolezalek, “The Path to Inclusion,” Training, May 

2008, p 54. 

Sodexho USA Fosters Mutual Adaptation

REAL WORLD | real people 



59

With respect to racial groups, Asians and Hispanics 

are expected to have the largest growth in the popula-

tion between 2000 and 2050, and minority groups will 

constitute 49.9% of the population in 2050. Minority 

groups also are experiencing a glass ceiling. There is 

a mismatch between workers’ educational attainment 

and occupational requirements. The workforce is 

aging.

Highlight the managerial implications of increasing 5. 

diversity in the workforce. There are seven broad mana-

gerial implications: (a) To attract the best workers, 

companies need to adopt policies and programs that 

meet the needs of all employees; (b) managers should 

consider progressive methods to recruit, retain, and 

integrate Hispanic workers into their organizations; 

(c) mentoring programs are needed to help minorities 

advance within the organizational hierarchy; (d ) there 

will be a shortage of qualified people in techni-

cal fields; (e) on-the-job remedial skills and literacy 

training will be needed to help the growing number 

of dropouts and illiterates cope with job demands; 

(f ) organizations will need to provide tangible support 

education if  the United States is to remain globally 

competitive; and (g) there are three broad recommen-

dations for managing an aging workforce.

Describe the positive and negative effects of diversity 6. 

by using social categorization theory and information/

decision-making theory. Social categorization theory 

implies that similarity leads to liking and attraction, 

thereby fostering a host of positive outcomes. This 

theory supports the idea that homogeneity is better 

than heterogeneity because diversity causes negative 

 interpersonal processes and group dynamics. The 

information/decision-making theory is based on the 

notion that diverse groups should outperform homog-

enous groups because diversity is positively associated 

with task-relevant processes and decision making.

Identify the barriers and challenges to managing diver-7. 

sity. There are 10 barriers to successfully implement-

ing diversity initiatives: (a) inaccurate stereotypes 

and prejudice, (b) ethnocentrism, (c) poor career 

planning, (d) an unsupportive and hostile working 

environment for diverse employees, (e) lack of  politi-

cal savvy on the part of  diverse employees, (f) dif-

ficulty in balancing career and family issues, (g) fears 

of  reverse discrimination, (h) diversity is not seen as 

an organizational priority, (i) the need to revamp the 

organization’s performance appraisal and reward sys-

tem, and (j) resistance to change.

Discuss the organizational practices used to effectively 8. 

manage diversity as identified by R Roosevelt Thomas 

Jr. There are many different practices organizations 

can use to manage diversity. R Roosevelt Thomas Jr 

identified eight basic responses for handling any diver-

sity issue: include/exclude, deny, assimilate, suppress, 

isolate, tolerate, build relationships, and foster mutual 

adaptation. Exclusion, denial, assimilation, suppres-

sion, isolation, and toleration are among the least pre-

ferred options. Inclusion, building relationships, and 

mutual adaptation are the preferred strategies.
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Discrimination, 37

Affirmative action, 37

Managing diversity, 37

Workforce demographics, 41

Glass ceiling, 41

Social categorization theory, 51

Information/decision-making theory, 52

Demographic faultline, 53

Diversity climate, 54
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LeasePlan Effectively Manages Diversity85 

Shortly after joining LeasePlan USA as its head of sales 
and marketing in 2003, Mike Pitcher met with represen-
tatives of the vehicle-leasing company’s top customers. 
To his surprise, most were women.

Women also outnumbered men among LeasePlan’s 
450 employees. Yet the vast majority of top manag-
ers at the company, a subsidiary of Netherlands-based 
LeasePlan Corp., were men.

Soon after, LeasePlan began an effort to transform 
its corporate culture—rooted in the old-boy network of 

fleet managers—and promote more women. Executives 
hired a consultant to offer women career counseling, 
revised the company’s pay plan to stress performance 
over longevity, and displaced some longtime managers. 
Today, three of the eight top executives are women, up 
from one in seven two years ago.

Women employees say LeasePlan is a more supportive 
and collaborative employer. Mr. Pitcher, now the compa-
ny’s chief executive, calls the initiative a strategic invest-
ment rather than the “the politically correct thing to do.”

OB in Action Case Study
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“LeasePlan doesn’t build anything,” he says. “Our 
sustainable competitive advantage is our people.”. . .

Such efforts require sustained commitment at the 
top, says Sheila Wellington, clinical professor of man-
agement at New York University’s Stern School of 
Business. Executives “need to make it very clear that 
this isn’t the flavor of the month,” says Ms. Wellington, 
a former president of Catalyst, a research firm for fo-
cusing on women’s workplace issues.

Ms. Wellington says executives must hold middle man-
agers accountable for supporting and promoting female 
subordinates, particularly at smaller companies. . .

LeasePlan executives launched their initiative in 
2006. They hired Pathbuilders, Inc., an Atlanta hu-
man-resources consultancy that focuses on women, 
to craft a program that includes a skills assessment, 
career guidance, and tips on communicating and 
building a “brand.” The program, which taps about 
30 women each year, also features networking events 
and a panel discussion with female executives from 
other firms.

The broader effort to transform the corporate culture 
distinguishes LeasePlan from other companies trying to 
promote women, says Maria Goldsholl, chief  operating 
officer of Mom Corps, a staffing company specializing 
in flexible employment for women . . .

The program also appears to be boosting job sat-
isfaction and engagement among LeasePlan’s women 
employees. In a 2006 survey, 35% of women agreed the 
“management supports my efforts to manage my career.” 
The following year, 47% of all female employees and 
71% of program participants agreed. The percentage of 

women who said they think positions at LeasePlan are 
awarded fairly increased to 30% from 22%.

Gerri Patton, director of client activation, says the pro-
gram helped her become more confident and outspoken. 
The 23-year LeasePlan veteran encourages her female 
subordinates to apply. “I wish I would have done that 
program 10 or 15 years ago,” she says. “There’s no telling 
where I would be . . . The sky would have been the limit.

SOURCE: Excerpted from C Tuna, “Initiative Moves Women Up 

Corporate Ladder,” The Wall Street Journal, October 20, 2008, p B4.  

Copyright © 2008 by Dow Jones & Company, Inc. Reproduced with 

permission of Dow Jones & Company, Inc. via Copyright Clearance 

Center.

Questions for Discussion
What is the business case that is driving LeasePlan’s 1. 

interest in managing diversity? Discuss.

Compare and contrast the extent to which 2. 

LeasePlan is using principles from affirmative ac-
tion and managing diversity. Explain your rationale.

To what extent are LeasePlan’s efforts consistent 3. 

with recommendations derived from Alice Eagly 
and Linda Carli? Discuss.

Which of R Roosevelt Thomas Jr’s eight generic 4. 

diversity options is LeasePlan using to manage diver-
sity? Explain.

While LeasePlan’s diversity initiative is clearly work-5. 

ing, what recommendations would you make for 
improving their program? Explain.

TANG YINGHONG WAS CAUGHT IN AN 

IMPOSSIBLE squeeze. For years, his employer, 
Ningbo Beifa Group, had prospered as a top supplier of 
pens, mechanical pencils, and highlighters to Wal-Mart 
Stores and other major retailers. But late last year, Tang 
learned that auditors from Wal-Mart, Beifa’s biggest 
customer, were about to inspect labor conditions at the 
factory in the Chinese coastal city of Ningbo where he 
worked as an administrator. Wal-Mart had already on 
three occasions caught Beifa paying its 3,000 workers 
less than China’s minimum wage and violating overtime 
rules, Tang says. Under the U.S. chain’s labor rules, a 
fourth offense would end the relationship.

Help arrived suddenly in the form of an unexpected 
phone call from a man calling himself  Lai Mingwei. 
The caller said he was with Shanghai Corporate 
Responsibility Management & Consulting Co., and for 

a $5,000 fee, he’d take care of Tang’s Wal-Mart prob-
lem. “He promised us he could definitely get us a pass 
for the audit,” Tang says.

Lai provided advice on how to create fake but 
authentic-looking records and suggested that Beifa hus-
tle any workers with grievances out of the factory on 
the day of the audit, Tang recounts. The consultant also 
coached Beifa managers on what questions they could 
expect from Wal-Mart’s inspectors, says Tang. After fol-
lowing much of Lai’s advice, the Beifa factory in Ningbo 
passed the audit earlier this year, Tang says, even though 
the company didn’t change any of its practices.

For more than a decade, major American retail-
ers and name brands have answered accusations that 
they exploit “sweatshop” labor with elaborate codes of 
conduct and on-site monitoring. But in China many 
factories have just gotten better at concealing abuses. 

Should Wal-Mart Pull the Plug on Ningbo Beifa Group?85

Ethical Dilemma
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Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner 

Internal industry documents reviewed by BusinessWeek 
reveal that numerous Chinese factories keep double 
sets of books to fool auditors and distribute scripts for 
employees to recite if  they are questioned. And a new 
breed of Chinese consultant has sprung up to assist 
companies like Beifa in evading audits. “Tutoring and 
helping factories deal with audits has become an indus-
try in China,” says Tang, 34, who recently left Beifa of 
his own volition to start a Web site for workers.

A lawyer for Beifa, Zhou Jie, confirms that the com-
pany employed the Shanghai consulting firm but de-
nies any dishonesty related to wages, hours, or outside 
monitoring. Past audits had “disclosed some problems, 
and we took necessary measures correspondingly,” he 
explains in a letter responding to questions. The lawyer 
adds that Beifa has “become the target of accusations” 
by former employees “whose unreasonable demands 

have not been satisfied.” Reached by cell phone, a man 
identifying himself  as Lai says that the Shanghai con-
sulting firm helps suppliers pass audits, but he declines 
to comment on his work for Beifa.

BusinessWeek has informed executives at Wal-Mart 
about these allegations. What would you do if  you were 
an executive at Wal-Mart?

Ningbo Beifa Group passed the most recent audit, 1. 

so I would let these results stand for now.

What is done is done. However, I would investigate 2. 

the allegations and then improve the future auditing 
procedures based on the results.

Investigate the allegations and discontinue working 3. 

with Beifa if  they are true.

Invent other options. Discuss4. .
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When you finish studying the material in this chapter, you should be able to:

LO.1  Define organizational culture and discuss its three layers.

LO.2  Discuss the difference between espoused and enacted values.

LO.3  Describe the four functions of organizational culture.

LO.4  Discuss the four types of organizational culture associated with the 

competing values framework.

LO.5  Summarize the seven conclusions derived from research about the 

outcomes associated with organizational culture.

LO.6  Review the three caveats about culture change.

LO.7  Summarize the methods used by organizations to change organizational 

culture.

LO.8  Describe the three phases in Feldman’s model of organizational 

socialization.

LO.9  Discuss the various socialization tactics used to socialize employees.

LO.10  Explain the four developmental networks associated with mentoring.
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 Southwest Airline’s Culture permeates every aspect of 

our company. It is our essence, our DNA, our past, our 

present, and our future. It is so important, in fact, that I 

wish I had more space to discuss it.

We often say that other airlines can copy our busi-

ness plan from top to bottom but Southwest stands 

apart from the clones because of our People. But I 

would still wager that if another company somehow 

managed to hire all our fantastic Employees, that com-

pany wouldn’t match up to Southwest.

Why? The new employer wouldn’t possess the 

Southwest Culture, the secret sauce, if you will, of 

our organization. That Culture motivates and sus-

tains us. For many of us, being part of Southwest 

is not just a vocation, but a mission. I don’t dictate 

the Culture; neither do our other Officers. Rather, 

it stems from the collective personality of our 

Employees. It took us more than 30 years just to es-

tablish some definitions of our Culture upon which 

we could all agree. Those definitions are laid out in 

what we call “Living the Southwest Way.” That creed 

consists of three  values: A Warrior Spirit that rec-

ognizes courage, hard work, and desire to be the 

best;  a Servant’s Heart that follows the Golden Rule 

and treats others with respect; and a Fun-LUVing 

Attitude that includes FUN, of course, but also pas-

sion and celebration.

In January, we observed the 18th anniversary of 

the founding of our Corporate Culture Committee, 

a group dedicated to preserving our Culture for the 

present and the future. This Committee stresses that 

the Southwest Culture resides in each Employee, 

no matter the Employee’s title. But the Culture 

Committee also recognizes how fragile Culture can 

be. I’ve talked with some of our Employees who have 

come to us from other airlines and firms that, long 

ago, maintained a strong culture. These Employees 

often said that they witnessed how a little benign 

neglect was able to destroy that culture almost 

overnight.

Their experiences confirm what I have always be-

lieved: Lip service can be a great danger. It’s easy to 

write columns like this bragging about our Culture; 

the hard work is living up to it every day. Thus, the 

Committee Members act as examples for all of our 

Southwest employees make up the personality of the 

organization.
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The opening vignette highlights three key conclusions about organizational 
culture. First, an organization’s culture can impact employee motivation, 
 satisfaction, and turnover. Southwest is able to maintain low employee turn-
over and high job satisfaction by creating a positive, employee-focused culture. 
The same can be said about the top five companies to work for in America in 
2008 according to Fortune—NetApp, Edward Jones, Boston Consulting Group, 
Google, and Wegmans Food Markets.2 Second, organizational culture can be 
a source of  competitive advantage. Southwest Airlines, for example, relies on 
its employees and customer-focused culture to produce sustained profits and 
high productivity. Dov Seidman, CEO of  LRN, a company that helps organi-
zations to create ethical cultures, also believes in the power of  organizational 
culture. According to Seidman, “We are witnessing a trend in business where 
values-based behaviors and cultures are being shaped as a source of  competitive 
advantage.”3 Finally, managers can influence organizational culture. Southwest 
uses its culture committee as a vehicle to shape and reinforce the values desired 
by senior management. 

This chapter will help you better understand how managers can use organiza-
tional culture as a competitive advantage. After defining and discussing the context 
of organizational culture, we examine (1) the dynamics of organizational culture, 
(2) the process of culture change, (3) the organization socialization process, and 
(4) the embedding of organizational culture through mentoring.

Organizational Culture: 
Definition and Context 

Organizational culture is “the set of shared, taken-for-granted implicit assump-
tions that a group holds and that determines how it perceives, thinks about, and 
reacts to its various environments.”4 This definition highlights three important 
characteristics of organizational culture. First, organizational culture is passed 
on to new employees through the process of socialization, a topic discussed later 
in this chapter. Second, organizational culture influences our behavior at work. 
Finally, organizational culture operates at different levels.

Figure 3–1  provides a conceptual framework for reviewing the widespread 
impact organizational culture has on organizational behavior. It also shows the 
linkage between this chapter—culture, socialization, and mentoring—and other 
key topics in this book. Figure 3–1 reveals organizational culture is shaped by 
four key components: the founder’s values, the industry and business environ-
ment, the national culture, and the senior leaders’ vision and behavior: The 
impact of  national culture on organizational behavior is discussed in detail 
in Chapter 4. In turn, organizational culture influences the type of  organiza-
tional structure adopted by a company and a host of  practices, policies, and 

LO.1to the point
How does 
organizational 
culture 
influence 
organizational 
outcomes?

Organizational 
culture

Shared values and 
beliefs that underlie 
a company’s identity.

other Employees to see. They show that Culture 

comes from the heart, not from the memo. As you 

might imagine, they have a difficult job, but we are 

fortunate to have the dedication of these Culture 

Warriors who battle indifference and complacency on 

a daily basis. With their help, our Culture continues to 

fly high.1

FOR DISCUSSION

How would you describe the organizational culture 

at Southwest Airlines?
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procedures implemented in pursuit of  organizational goals. These organiza-
tional characteristics then affect a variety of  group and social processes. This 
sequence ultimately affects employees’ attitudes and behavior and a variety of 
organizational outcomes. All told, Figure 3–1 reveals that organizational cul-
ture is a contextual variable influencing individual, group, and organizational 
behavior.

Dynamics of Organizational Culture 
To gain a better understanding of how organizational culture is formed and used 
by employees, this section begins by discussing the layers of organizational cul-
ture. We then review the four functions of organizational culture, types of organi-
zational culture, and outcomes associated with organizational culture.

Layers of Organizational Culture
Figure 3–1 shows the three fundamental layers of  organizational culture: 
 observable artifacts, espoused values, and basic assumptions. Each level varies 
in terms of  outward visibility and resistance to change, and each level influences 
another level.

Observable Artifacts At the more visible level, culture represents observ-
able artifacts. Artifacts consist of  the physical manifestation of  an  organization’s 
culture. Organizational examples include acronyms, manner of  dress, awards, 
myths and stories told about the organization, published lists of  values, observ-
able rituals and ceremonies, special parking spaces, decorations, and so on. For 
example, the Ritz-Carlton hotel uses storytelling to reinforce a culture that is fo-
cused on exceeding customers’ expectations. The company shares “wow stories” 

to the point
What are the 
key conclu-
sions regard-
ing layers of 
culture, func-
tions of cul-
ture, types of 
culture, and 
outcomes 
associated 
with organiza-
tional culture?

Figure 3–1 A Conceptual Framework for Understanding Organizational Culture

SOURCE: From C Ostroff, A Kinicki, and M Tamkins,“Organizational Culture and Climate,” Handbook of Psychology, vol. 12, edited by Walter 

C Borman, Daniel R Ilgen, Richard J Klimoski, and Irving B Weiner, pp 565–93, Copyright © 2003. Reprinted with permission of John Wiley & 

Sons, Inc.
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at meetings each week that relay guests’ tales of  staff  members going above 
and beyond the call of  duty. Each “wow” winner, such as a laundry attendant 
who dove into a dumpster to retrieve one young guest’s stuffed gingerbread 
man, gets $100.5 This level also includes visible behaviors exhibited by people 
and groups. Jeffrey Immelt, CEO of  General Electric, for instance, reinforced 
a performance-based culture by declining an earned bonus of  $12 million in 
2008. He felt it was inappropriate to take the bonus because earnings were below 
expectations and he wants his compensation to reflect the company’s financial 
performance.6 Artifacts are easier to change than the less visible aspects of  or-
ganizational culture.

Espoused Values Values possess five key components. “Values 

(1) are concepts or beliefs, (2) pertain to desirable end-states or behaviors, (3) tran-
scend situations, (4) guide selection or evaluation of behavior and events, and 
(5) are ordered by relative importance.”7 It is important to distinguish between 
values that are espoused versus those that are enacted.

Espoused values represent the explicitly stated values and norms that are pre-
ferred by an organization. They are generally established by the founder of  a 
new or small company and by the top management team in a larger organiza-
tion.8 Consider, for example, the espoused values of  Williams-Sonoma, Inc. (see 
the Real World/Real People feature on page 67).  This specialty retailer of  home 
furnishings was founded in 1956 and has experienced substantial growth since its 
inception.

On a positive note, Williams-Sonoma and many more companies are espous-
ing the value of sustainability. Sustainability represents “a company’s ability to 
make a profit without sacrificing the resources of its people, the community, and 
the planet.”9 Sustainability also is referred to as “being green,” and Pulitzer Prize 
winner Thomas Friedman believes that “outgreening” other nations can renew 
America and defeat al-Qaeda.10 Others believe that outgreening can produce com-
petitive advantage for organizations. For example, insurer Safeco and Microsoft 
have significantly cut costs and increased productivity by implementing employer-
subsidized transportation that reinforces the idea that people be encouraged 
not to drive to work.11 Unilever is a great example of a company committed to 
 sustainability.

The world is Unilever’s laboratory. In Brazil, the company operates a free community 

laundry in a São Paulo slum, provides financing to help tomato growers convert to 

eco-friendly “drip” irrigation, and recycles 17 tons of waste annually at a toothpaste 

factory. Unilever funds a floating hospital that offers free medical care in Bangladesh, a 

nation with just 20 doctors for every 10,000 people. In Ghana, it teaches palm oil pro-

ducers to reuse plant waste while providing potable water to deprived communities. In 

India, Unilever staff help thousands of women in remote villages start micro-enterprises. 

And responding to green activists, the company discloses how much carbon dioxide 

and hazardous waste its factories spew out around the world.12

Because espoused values represent aspirations that are explicitly communi-
cated to employees, managers hope that those values will directly influence em-
ployee behavior. Unfortunately, aspirations do not automatically produce the 
desired behaviors because people do not always “walk the talk.”

LO.2Values

Enduring belief in a 
mode of conduct or 

end-state.

Espoused values

The stated values 
and norms that are 

preferred by an 
organization.

Sustainability

Meeting humanity’s 
needs without 
harming future 

generations.
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Enacted values, on the other hand, represent the values and norms that actu-
ally are exhibited or converted into employee behavior. They represent the values 
that employees ascribe to an organization based on their observations of what 
occurs on a daily basis. Starbucks and Hoar Construction LLC, rated as the 19th 
Best Medium Company to Work For in America, are excellent examples of the 
difference between espoused and enacted values.

Starbucks, once the undisputed leader in premium-priced caffeine fixes, long has cul-

tivated a corporate reputation for social responsibility, environmental awareness, and 

sensitivity to workers’ rights. Now that carefully crafted image is under assault be-

cause of a messy legal dispute with a group called the Starbucks Workers Union 

(SWU), which started recruiting employees in 2004 and now claims 300 members. On 

December 23, 2008,  a National Labor Relations Board judge found that Starbucks had 

illegally fired three New York City baristas as it tried to squelch the union-organizing 

effort.13 In contrast, a male assistant project manager at Hoar Construction, which 

espouses that it values employees, was told to take at least one week off and maybe 

two after the birth of his child. The employee originally asked for two days off.14

Enacted values

The values and 
norms that are 
exhibited by 
employees.

People First
We believe the potential of our company has no limit 

and is driven by our associates and their imagination. 

We are committed to an environment that attracts, 

motivates and recognizes high performance.

Customers
We are here to please our customers — without them 

nothing else matters.

Quality
We must take pride in everything we do. From our 

people, to our products and in our relationships with 

business partners and our community, quality is our 

signature.

Shareholders
We must provide a superior retum to our shareholders. 

It’s everyone’s job.

Ethical Sourcing
Williams-Sonoma, Inc., and all of its brands are commit-

ted to maintaining the highest level of integrity and 

honesty throughout all aspects of our business, and 

strive to ensure that our business associates, including 

agents, vendors and suppliers, share our commitment to 

socially responsible employment conditions.

Environmental Paper Procurement Policy
Williams-Sonoma, Inc., is committed to environmen-

tal stewardship, and more specifically, to sound paper 

procurement practices that ensure the sustainability of 

forests and other natural resources.

 Recycling
The launch of Williams-Sonoma Inc.’s Recycle 100 brings 

our company-wide Greening Our Home initiative to our 

customers’ homes. 50% of American households recycle 

their paper products. Our customers recyle 60%, but, in 

sharing their environmental concern, we’re making 100% 

recycling the goal for this innovative new program.

To what  extent are these values consistent with 
your own values? Would you like to work at 
Williams-Sonoma?

SOURCE: Excerpted from “Corporate Values,” www.williams-

sonomainc.com/careers/corporate-values.html, accessed 

February 19, 2009.

 Williams-Sonoma’s Espoused Values Focus on Employees, 

Customers, Shareholders, and Ethical Behavior

REAL WORLD | real people
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Starbucks espoused that it valued employees and then behaved in an untrust-
ing manner by trying to squash union organizing efforts. Oppositely, Hoar 
Construction’s espoused and enacted values were identical. 

It is important for managers to reduce gaps between espoused and enacted 
values because they can significantly influence employee attitudes and organiza-
tional performance. For example, a survey administered by the Ethics Resource 
Center showed that employees were more likely to behave ethically when manage-
ment behaved in a way that set a good ethical example and kept its promises and 
commitments.15 Another study of 7,500 employees from four continents revealed 
that employees did not trust senior management because they did not “walk-the-
talk.” This discrepancy creates problems because employees’ satisfaction, perfor-
mance, and turnover are affected when they feel that their values do not match 
the organization’s enacted values.16 Managers can use a “cultural fit assessment” 
survey to determine the match between espoused and enacted values. Results can 
then be used to improve the work environment and to align the organization’s 
espoused and enacted values.17

Basic Assumptions Basic underlying assumptions are unobservable and 
represent the core of organizational culture. They constitute organizational values 
that have become so taken for granted over time that they become assumptions 
that guide organizational behavior. They thus are highly resistant to change. When 
basic assumptions are widely held among employees, people will find behavior 
based on an inconsistent value inconceivable. Southwest Airlines, for example, is 
noted for operating according to basic assumptions that value employees’ wel-
fare and providing high-quality service. Employees at Southwest Airlines would 
be shocked to see management act in ways that did not value employees’ and 
 customers’ needs.

Practical Application of Research on Values Organizations sub-
scribe to a constellation of values rather than to only one and can be profiled 
according to their values. This enables managers to determine whether or not 
the organization’s values are consistent and supportive of its corporate goals and 
initiatives. Organizations are less likely to accomplish their corporate goals when 
employees perceive an inconsistency between espoused values (e.g., honesty) and 
the behaviors needed to accomplish the goals (e.g., shredding financial documents). 
Similarly, organizational change is unlikely to succeed if it is based on a set of values 
highly inconsistent with employees’ individual values. This underscores the need for 
organizations to use creative methods during the hiring process to ensure a match 
between applicant-organizational values. Consider the selection process used by 
ReThink Rewards, a Toronto-based company, when hiring salespeople.

 The process includes group interviews, each with 10 candidates and two employees—a 

sales representative and a human resource representative. The interviewers then select 

10 finalist candidates and ask each to review one of the company’s case studies and give 

a 20-minute PowerPoint presentation to two other employees. The presentations are 

followed by 10-minute question-and-answer sessions. Finalists are interviewed by the 

hiring manager and HR representative, who use “Topgrading” methods—an approach 

that involves an extensive interview with each candidate about his or her experiences 

in high school, college and the workplace. . . . During the Topgrading interview, the can-

didate is asked 15 questions about each job he or she has held in the past 10 years, 

including opportunities, challenges, mistakes and accomplishments.18 
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Four Functions of Organizational Culture
As illustrated in Figure 3–2, an organization’s culture fulfills four functions.  To help 
bring these four functions to life, let us consider how each of them has taken shape 
at Southwest Airlines. Southwest is a particularly instructive example because it 
has grown to become the largest carrier in the United States based on scheduled 
departures since its inception in 1971 and has achieved 37 consecutive years of 
profitability. Fortune has ranked Southwest in the top five of the Best Companies to 
Work For in America from 1997 to 2000; Southwest has chosen not to participate 
in this ranking process since 2000. Southwest also was ranked as the twelfth most 
admired company in the United States by Fortune in 2008, partly due to its strong 
and distinctive culture.19

 Give members an organizational identity1. . Southwest Airlines is known as a fun 

place to work that values employee satisfaction and customer loyalty over corpo-

rate profits. Gary Kelly, Southwest’s CEO, highlighted this theme by noting that 

“our people are our single greatest strength and our most enduring longterm 

competitive advantage. ”20 

The company also has a catastrophe fund based on voluntary contributions 

for distribution to employees who are experiencing serious personal difficulties. 

Southwest’s people-focused identity is reinforced by the fact that it is an  employer 

of choice. For example, Southwest received 329,000 résumés and hired 4,200 

LO.3

Figure 3–2 Four Functions of Organizational Culture

SOURCE: Adapted from discussion in L Smircich, “Concepts of Culture and Organizational Analysis,” 

Administrative Science Quarterly, September 1983, pp 339–58. Reprinted with permission.
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 The smile on this  Southwest Airlines employee demon-

strates the four functions of culture. Southwest employees 

have high job satisfaction and low employee turnover in part 

attributable to its philosophy of having fun and celebrating. 

Would you like to work at Southwest?

new employees in 2007. The company also was rated as providing outstanding 

opportunities for women and Hispanics by Professional Women magazine and 

Hispanic magazine, respectively, and Business Ethics ranked Southwest among 

the 100 Best Corporate Citizens seven years in a row.

 Facilitate collective commitment. 2. The mission of Southwest Airlines “is dedi-

cation to the highest quality of Customer Service delivered with a sense of 

warmth, friendliness, individual pride, and Company Spirit.”21 Southwest’s 

more than 35,000 employees are committed to this mission. The Department of 

Transportation’s Air Travel Consumer Report reported Southwest was ranked 

number one in fewest customer complaints since 1987.

 Promote social system stability.3.  Social system stability reflects the extent to which 

the work environment is perceived as positive and reinforcing, and the extent to 

which conflict and change are effectively managed. Southwest is noted for its phi-

losophy of having fun, having parties, and celebrating. For example, each city in 

which the firm operates is given a budget for parties. Southwest also uses a vari-

ety of performance-based awards and service awards to reinforce employees. The 

company’s positive and enriching environment is supported by the lowest turnover 

rates in the airline industry and the employment of 1,165 married couples.

4.  Shape behavior by helping members make sense 

of their surroundings. This function of  culture 

helps employees understand why the organization 

does what it does and how it intends to accom-

plish its long-term goals. Keeping in mind that 

Southwest’s leadership originally viewed ground 

transportation as their main competitor in 1971, 

employees come to understand why the airline’s 

primary vision is to be the best primarily short-

haul, low-fare, high-frequency, point-to-point car-

rier in the United States. Employees understand 

they must achieve exceptional performance, such 

as turning a plane in 20 minutes, because they 

must keep costs down in order to compete against 

Greyhound and the use of  automobiles. In turn, 

the company reinforces the importance of  out-

standing customer service and high performance 

expectations by using performance-based awards 

and profit sharing. Employees own about 8% of 

the company stock.

Types of Organizational Culture
Organizational behavior researchers have proposed three different frameworks 
to capture the various types of  organizational culture: the Organizational 
Cul ture Inventory, the Competing Values Framework, and the Organizational 
Culture Profile.22 This section discusses the Competing Values Framework be-
cause it is the most widely used approach for classifying organizational culture. 
It also was named as one of  the 40 most important frameworks in the study of 
organizations and has been shown to be a valid approach for classifying organi-
zational culture.23
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The competing values framework (CVF) provides a practical way for manag-
ers to understand, measure, and change organizational culture. It was originally 
developed by a team of researchers who were trying to classify different ways to 
assess organizational effectiveness. This research showed that measures of orga-
nizational effectiveness vary along two fundamental dimensions or axes. One axis 
pertains to whether an organization focuses its attention and efforts on internal 
dynamics and employees or outward toward its external environment and its 
 customers and shareholders. The second is concerned with an organization’s pref-
erence for flexibility and discretion or control and stability. Combining these two 
axes creates four types of organizational culture that are based on different core 
values and different sets of criteria for accessing organizational effectiveness. The 
CVF is shown in Figure 3–3.24 

Figure 3–3 shows the strategic thrust associated with each cultural type along 
with the means used to accomplish this thrust and the resulting ends or goals 
pursued by each cultural type. Before beginning our exploration of the CVF, it is 
important to note that organizations can possess characteristics associated with 
each culture type. That said, however, organizations tend to have one type of cul-
ture that is more dominant than the others. Let us begin our discussion of culture 
types by starting in the upper-left-hand quadrant of the CVF.

Clan Culture A clan culture has an internal focus and values flexibility 
rather than stability and control. It resembles a family-type organization in which 
effectiveness is achieved by encouraging collaboration between employees. This 
type of culture is very “employee-focused” and strives to instill cohesion through 
consensus and job satisfaction and commitment through employee involvement. 

Competing 
values framework

A framework 
for categorizing 
organizational 
culture.

Clan culture

A culture that has 
an internal focus 
and values flexibility 
rather than stability 
and control.

Figure 3–3 Competing Values Framework

SOURCE: Adapted from K S Cameron, R E Quinn, J Degraff, and A V Thakor, Competing Values Leadership (Northampton, 

MA: Edward Elgar, 2006), p 32.
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Clan organizations devote considerable resources to hiring and developing their 
employees, and they view customers as partners.

A company with a strong clan culture is Decagon Devices Inc. in Pullman, 
Washington. The company may be small, but senior management tries to maintain 
a family atmosphere at work. The company’s CEO, Tamsin Jolley, noted that “the 
way that we like to see it is that as we add employees we’re just adding members to 
the family.” This feeling starts with a profit-sharing program that distributes 20% 

of pretax profits to employees on a quarterly basis. “Then 
there are day-to-day activities that bring workers closer to-
gether. Each Wednesday, some employees take turns bring-
ing home-cooked meals to work for their colleagues. Then, 
all the workers eat lunch together. The weekly meal is an 
opportunity for managers to share news about the company, 
introduce new employees, and teach workers how to read the 
company’s financial statements. The company also encour-
ages employees to socialize at work. The office has a ping-
pong table and slot-car track, and there’s a long tradition 
of employees playing soccer on their breaks.”25  Decagon 
Devices also provides generous employee health benefits and 
hosts annual catered family picnics and holiday parties. 

Southwest Airlines; NetApp, rated as the number 1 
Best Company to Work For in America in 2008 by Fortune; 
Nucor; and Zappos represent other good examples of suc-
cessful companies with clan cultures.26 Zappos, for example, 
encourages managers to spend between 10% and 20% of 
their spare time with employees during off-work hours.27  

Adhocracy Culture An adhocracy culture has an 
external focus and values flexibility. This type of culture 

fosters the creation of innovative products and services by being adaptable, cre-
ative, and fast to respond to changes in the marketplace. Adhocracy cultures do 
not rely on the type of centralized power and authority relationships that are part 
of market and hierarchical cultures. They also encourage employees to take risks, 
think outside the box, and experiment with new ways of getting things done. This 
type of culture is well suited for start-up companies, those in industries undergo-
ing constant change, and those in mature industries that are in need of innovation 
to enhance growth. Consider how Jeff  Immelt, CEO of General Electric, is trying 
to instill characteristics of an adhocracy in order to fuel revenue growth.

The company, which is well-known for sharing best practices across its many units, has 

recently begun formally discussing failures, too. Last September the company set up 

a two-hour conference call for managers of eight “imagination breakthroughs” that 

didn’t live up to expectations and were being shelved, or “retired,” in GE’s parlance. 

(“Imagination Breakthroughs”—IBs—are new businesses or products that have potential 

sales of $100 million within three to five years.)

Such discussions can be nerve-racking, especially in companies where failure has tra-

ditionally been met with tough consequences. . . . “I had some offline conversations with 

some of the IB leaders reassuring them that this was not a call where they were going to 

get their pink slips,” says Patia McGrath, a GE marketing director who helped put together 

the call. “The notion of taking big swings, and that it’s O.K. to miss the swing, is something 

that’s quite new with Jeff.”28

Adhocracy 
culture

A culture that has 
an external focus 

and values flexibility.

Zappos’s clan culture can be seen in these 

employees. It is no wonder the company was 

rated as the 23rd best company to work for by 

Fortune. Would you like to work for Zappos?



 Home Depot is an example of a company focused 

on competition and results due to the actions of 

former CEO Robert Nardelli. What other com-

panies do you think fit into a market culture?
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W. L. Gore, Intel, and Google are other companies that possess cultural character-
istics consistent with an adhocracy.

Market Culture A market culture has a strong exter-
nal focus and values stability and control. Organizations with 
this culture are driven by competition and a strong desire to 
deliver results and accomplish goals. Because this type of 
culture is focused on the external environment, customers 
and profits take precedence over employee development and 
satisfaction. The major goal of managers is to drive toward 
productivity, profits, and customer satisfaction. Employees 
are expected to react fast, work hard, and deliver quality 
work on time. Organizations with this culture tend to reward 
people who deliver results. Byung Mo Ahn, president of Kia 
Motors, is a good example of a leader who desires to pro-
mote a market culture. He fired two senior executives from 
Kia Motors America in February 2008 because they were not 
meeting their expected sales goals. Employees from North 
America note that Mr. Ahn has created a very aggressive and competitive work 
environment. Some describe the environment as militaristic. Intel is another ex-
ample of a company with a market culture. The company eliminated more than 
10,000 jobs between 2006 and 2007 in a restructuring to reduce costs and improve 
efficiency and profitability.29 Jack and Suzy Welch believe that more organizations 
will try to cultivate a market culture in response to the economic problems facing 
the world in 2009. Their rationale is that a market culture can help organizations 
to focus on productivity and results, thereby reducing costs, increasing profitabil-
ity, and improving customer satisfaction.30 

Hierarchy Culture Control is the driving force within a hierarchy culture. 
The hierarchy culture has an internal focus, which produces a more formalized 
and structured work environment, and values stability and control over flexibility. 
This orientation leads to the development of reliable internal processes, extensive 
measurement, and the implementation of a variety of control mechanisms. For 
example, companies with a hierachy culture are more likely to use the type of 
total quality management (TQM) programs discussed in Chapter 1. Effectiveness 
in a company with this type of culture is likely to be assessed with measures of 
efficiency, timeliness, and reliability of producing and delivering products and ser-
vices. Home Depot is a good example of a company that tried to use a hierarchy 
culture to cut costs and increase profitability. Although this culture did help to 
lower costs, it also led to employee job dissatisfaction and reduced customer satis-
faction (see the Real World/Real People feature on page 74). In contrast, Exelon, 
the No. 1 US nuclear power generator, has successfully used its hierarchy culture 
to boost efficiency, safety, and profit.31

 Cultural Types Represent Competing Values It is important to 
note that certain cultural types reflect opposing core values. These contradicting 
cultures are found along the two diagonals in Figure 3–3. For example, the clan 
culture—upper-left quadrant—is represented by values that emphasize an internal 
focus and flexibility, whereas the market culture—bottom-right quadrant—has an 
external focus and concern for stability and control. You can see the same conflict 
between an adhocracy culture that values flexibility and an external focus and a 

Market culture

A culture that has 
a strong external 
focus and values 
stability and control.

Hierarchy culture

A culture that has an 
internal focus and 
values stability 
and control over 
flexibility.
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hierarchy culture that endorses stability and control along with an internal focus. 
Why are these contradictions important?

They are important because an organization’s success may depend on its ability 
to possess core values that are associated with competing cultural types. While this 
is difficult to pull off, it can be done. Consider Toyota, for example. The company 
is known for its Toyota Production System (TPS) that allows it to produce high-
quality, low-cost vehicles while also developing new products quickly. A research 
study aimed at identifying the sources of TPS’s success revealed an organizational 
culture that accommodates the following contradictions: (1) the company moves 
slowly, yet makes big innovations such as the Prius; (2) the company’s operations 
are efficient, but decision making is slow due to extensive participation among 
employees; (3) the company is very hierarchical, yet it encourages employees to 
challenge and criticize management; and (4) the company pushes employees to 
communicate in a simple and short fashion, but fosters extensive social networks 
among employees.32 The Ritz-Carlton, a high-end luxury hotel, has similarly 
found a way to overcome competing values associated with clan and market cul-
tures. The company spends 10% of its payroll on employee training and empowers 
its employees to determine the best way to provide customer service. At the same 
time, the company is fiercely focused on providing world-class customer service.33 

Outcomes Associated with 
Organizational Culture

Both managers and academic researchers believe that organizational culture can 
be a driver of employee attitudes, performance, and organizational effectiveness. 
To test this possibility, various measures of organizational culture have been cor-
related with a variety of individual and organizational outcomes. So what have we 
learned? A team of researchers recently conducted a meta-analysis to answer this 
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go to the Web for the Group Exercise: Assessing the Organizational 
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Store managers were suddenly measured on a bewil-

dering array of metrics, such as the average hourly 

labor rate, none related to customer service. By cen-

tralizing, Home Depot saved money—but robbed man-

agers of the power they’d had to make decisions based 

on neighborhood quirks . . . or the regional popularity 

of small iridescent tiles. “There were beach chairs in 

Kansas City when it was snowing outside,” says a 

regional manager during a visit to Southlake, Texas. 

“The focus was on the metrics below the sales line, but 

not sales itself.” Stores became dirty;  employees, surly 

or scarce. The result: a company that looked better on 

paper but felt much unhappier in person. And in the 

retail business, where the customer experience is what 

matters most, that unhappiness eventually showed up 

at the cash register.

Why did a hierarchy culture create problems 
at Home Depot?

SOURCE: Excerpted from J Reingold, “Home Depot’s Total Rehab,” 

Fortune, September 29, 2009, p 162.

Home Depot’s Former CEO, Robert Nardelli, Fostered 

a Hierarchy Culture  
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question. Their results were based on 93 studies involving 16,803 companies and 
59,467 employees.   Table 3–1  summarizes results from this study.34

 Table 3–1 shows the direction and strength of relationships between nine 
different organizational outcomes and the four types of culture represented by 
the CVF. Keep in mind while reading this table that a positive relationship indi-
cates that the two variables move in the same direction. For example, the positive 
relationship between job satisfaction and clan culture means that employees’ job 
satisfaction goes up as a culture becomes more clannish. The reverse is true for a 
negative relationship such as the one between innovation and a hierarchy culture. 
In this case, innovation goes down as a culture becomes more hierarchical. 

Table 3–1 reveals that the nine types of organizational outcomes had signifi-
cant and positive relationships with clan, adhocracy, and market cultures. The 
majority of these relationships were of moderate strength, indicating that they 
are important to today’s managers. Closer examination of Table 3–1 leads to the 
following seven conclusions: 

 Organizational culture is clearly related to measures of organizational effective-1. 

ness. This reinforces the conclusion that an organization’s culture can be a source 

of competitive advantage. 

 Employees are more satisfied and committed to organizations with clan cultures. 2. 

These results suggest that employees prefer to work in organizations that value 

Table 3–1 Correlates of Organizational Culture

 TYPE OF ORGANIZATIONAL CULTURE

 CLAN  ADHOCRACY  MARKET  HIERARCHY

  DIRECTION  STRENGTH  DIRECTION  STRENGTH  DIRECTION  STRENGTH DIRECTION STRENGTH

Job satisfaction + S + M + M * *

Organizational 

 commitment

+ S + M + M * *

Quality of products 

 and services

+ M + M + M * *

Growth in revenue + W + W + M * *

Innovation + M + M + S – NS

Profit + NS + W + W – NS

Customer satisfaction + W * * + M * *

Market performance 

 (e.g., market share)

+ W + M + M – NS

Overall subjective 

 performance

+ M + M + M – M

NOTE: For the direction of the relationship, “+” indicates a positive relationship and “–” a negative relationship. For the strength of 

relationships, “S” indicates a strong relationship, “M” a moderate relationship,  “W” a weak relationship, and “NS” a non significant 

 relationship.  An asterisk means that there was no data available.

SOURCE: See Chad Hartnell, Yi Ou, and Angelo Kinicki. Under review at the Academy of Management Journal, March 2009. 

Assessing the Organizational Culture-Organizational Effectiveness Link: A Meta-Analytic Review.

ORGANIZATIONAL 
OUTCOMES
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flexibility over stability and control and those that are more concerned with sat-

isfying employees’ needs than customer or shareholder desires.

 An organization’s financial performance (i.e., growth in revenue and profit) is 3. 

not very strongly related to organizational culture. Managers should not ex-

pect to increase financial performance by trying to change their organization’s 

 culture. 

 Companies with market cultures tend to have more positive organizational out-4. 

comes. Managers are encouraged to consider how they might make their cul-

tures more market oriented.

 Innovation and quality can be increased by building characteristics associated 5. 

with clan, adhocracy, and market cultures into the organization. 

 Customer satisfaction is most strongly related to market cultures. This finding 6. 

implies that it is important for organizations to have an external focus on its 

customers.

 Hierarchy cultures are not associated with positive outcomes. Managers are 7. 

encouraged to monitor the extent to which employees feel under wraps, un-

 empowered, and controlled by management or organizational systems. This 

conclusion underscores the importance of employee empowerment, which is 

discussed in Chapter 15.

Researchers also have investigated the importance of organizational culture 
within the context of a merger. These studies indicated that mergers frequently 
failed due to incompatible cultures. Due to the increasing number of corporate 
mergers around the world, and the conclusion that 7 out of 10 mergers and acqui-
sitions failed to meet their financial promise, managers within merged companies 
would be well advised to consider the role of organizational culture in creating a 
new organization.35

In summary, research underscores the significance of organizational culture. 
It also reinforces the need to learn more about the process of cultivating and 
changing an organization’s culture. An organization’s culture is not determined by 
fate. It is formed and shaped by the combination and integration of everyone who 
works in the organization. A change-resistant culture, for instance, can undermine 
the effectiveness of any type of organizational change. Although it is not an easy 
task to change an organization’s culture, the next section provides a preliminary 
overview of how to create cultural change.

The Process of Culture Change 
Before describing the specific ways in which managers can change organizational 
culture, let us review three caveats about culture change. First, it is possible to 
change an organization’s culture, and the process essentially begins with targeting 
one of the three layers of organizational culture previously discussed—observable 
artifacts, espoused values, and basic assumptions—for change. Ultimately, cul-
ture change involves changing people’s minds and their behavior.36 Second, it is 
important to consider the extent to which the current culture is aligned with the 
organization’s vision and strategic plan before attempting to change any aspect of 
organizational culture. A vision represents a long-term goal that describes “what” 
an organization wants to become. For example, Walt Disney’s original vision for 
Disneyland included the following components:

LO.6to the point
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Disneyland will be something of a fair, an exhibition, a playground, a community center, 

a museum of living facts, and a showplace of beauty and magic. It will be filled with the 

accomplishments, the joys and hopes of the world we live in. And it will remind and 

show us how to make those wonders part of our lives.37

A strategic plan outlines an organization’s long-term goals and the actions nec-
essary to achieve these goals. Mark Fields, executive vice president, Ford Motor 
Company, and president, The Americas, firmly believes that culture, vision, and 
strategic plans should be aligned. According to Fields, “Culture eats strategy for 
breakfast. You can have the best plan in the world, and if  the culture isn’t going to 
let it happen, it’s going to die on the vine.”38

Finally, it is important to use a structured approach when implementing cul-
ture change. Chapter 18 can help you in this regard as it presents several models 
that provide specific steps to follow when implementing any type of organizational 
change. Let us now consider the specific methods or techniques that managers can 
use to change an organization’s culture.

Edgar Schein, a well-known OB scholar, notes that changing organiza-
tional culture involves a teaching process. That is, organizational members teach 
each other about the organization’s preferred values, beliefs, norms, expecta-
tions, and behaviors. This is accomplished by using one or more of the following 
 mechanisms:39 

 Formal statements of organizational philosophy, mission, vision, values, and ma-1. 

terials used for recruiting, selection, and socialization. Sam Walton, the founder 

of Wal-Mart, established three basic beliefs or values that represent the core of 

the organization’s culture. They are (1) respect for the individual, (2) service to 

our customer, and (3) striving for excellence. Further, Nucor Corp. attempts to 

emphasize the value it places on its people by including the name of all employ-

ees, more than 18,000, in its annual report. This practice also reinforces the clan 

type of culture the company wants to encourage.40 Would you like to work at 

Nucor?

 The design of physical space, work environments, and buildings2. . Intel originally 

had all its staff  work in uniform cubicles, consistent with the value it places on 

equality. (Top managers don’t have reserved parking spaces either.) However, 

the cubicle arrangement conflicted with another Intel value—innovation—so 

the company is experimenting with open-seating arrangements combined with 

small conference rooms. Not only are open-seating arrangements thought to en-

courage collaboration, they can reduce noise because employees can see when 

their activities are annoying to other workers. Intel hopes that this environment 

will better support creative thinking.41 

 Slogans, language, acronyms, and sayings.3.  For example, Robert Mittelstaedt, 

dean of the W.P. Carey School of Business at Arizona State University, pro-

motes his vision of having one of the best business schools in the world through 

the slogan “Top-of-mind business school.” Employees are encouraged to engage 

in activities that promote the quality and reputation of the school’s academic 

programs.

 Deliberate role modeling, training programs, teaching, and coaching by manag-4. 

ers and supervisors. Fluor Corporation, one of the leading design, engineering, 

and contracting firms in the world, desires an ethical culture that fights corrup-

tion within the construction industry. The company, which derives more than 

Strategic plan

A long-term plan 
outlining actions 
needed to achieve 
desired results.
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half  of its $17 billion in revenues overseas, puts all its employees through online 

anticorruption training sessions and teaches specialized workers, such as field 

operators, in person. Executives promote an open-door policy and a hotline for 

reporting crimes—as well as tough penalties for violators, who receive zero toler-

ance for infractions.42  

 Explicit rewards, status symbols (e.g., titles), and promotion criteria.5.  At Triage 

Consulting Group, employees at the same level of their career earn the same pay, 

but employees are eligible for merit bonuses, reinforcing the culture of achieve-

ment. The merit bonuses are partly based on coworkers’ votes for who contrib-

uted most to the company’s success, and the employees who received the most 

votes are recognized each year at the company’s “State of Triage” meeting.43 

 Stories, legends, or myths about key people and events.6.  Time is a highly valued 

resource at The Associates, a financial services firm. To reinforce the importance 

of not wasting time, many stories circulate about senior managers missing planes 

or being locked out of meetings because they were late.44 Managers can develop 

and tell motivating stories by noticing relevant actions and tying them to values. 

Good stories also can come from listening to customers. It is important when 

telling stories that you are factual and authentic because someone may check 

out the story.45 

 The organizational activities, processes, or outcomes that leaders pay attention to, 7. 

measure, and control. When Ron Sargent took over as chief  executive of Staples, 

he wanted to increase the focus on customer service. He started by investigating 

what values the office supply retailer’s employees already held, and they told 

him they cared about helping others. Sargent used that value as the basis for 

developing their skill in serving customers. Staples began teaching employees 

more about the products they sell and now offers bonuses for team performance. 

Sargent also pays frequent visits to stores so he can talk directly to employees 

about what customers like and dislike.46 

 Leader reactions to critical incidents and organizational crises. 8. Consider the cul-

tural messages sent by Jerry Lukens, a supervisor at Lincoln Industries: Lincoln 

is the leading supplier of products that need high-performance metal finishing. 

Jerry received a phone call at 2:00 a.m. from Pella Corp., one of Lincoln’s custom-

ers. Pella, which is a window and door manufacturer, did not have enough patio 

door hinges to complete a job. Lukens loaded up his car in Lincoln, Nebraska, 

and headed toward Pella, Iowa, which was 230 miles away. He reached Pella’s 

loading dock by 6:00 a.m. and was able to deliver the hinges needed to complete 

the job.47 It is no wonder that Lincoln Industries is known for providing out-

standing customer service. 

 The workflow and organizational structure.9.  Hierarchical structures are more likely 

to embed an orientation toward control and authority than a flatter  organization. 

Results shown in Table 3–1 further showed that hierarchical cultures tended to 

be associated with lower overall subjective performance. This partly explains 

why leaders from many organizations are increasingly reducing the number of 

organizational layers in an attempt to empower employees (see Chapter 17) and 

increase employee involvement. Toyota represents a case in point. Akio Toyoda, 

the company’s new president, has decided to change the organizational culture 

and structure in an attempt to manage Toyota’s first annual operating loss in 

70 years (see the Real World/Real People feature on page 79).48 



ethics

79

 Organizational systems and procedures. 10. Companies are increasingly using 

electronic networks to enhance collaboration among employees in order to 

achieve innovation, quality, and efficiency. For example, Serena Software Inc., 

a California-based company with 800 employees located in 29 offices across 

14 countries, encouraged its employees to sign up for Facebook for free, and to 

use the network as a vehicle for getting to know each other. In contrast to using 

a public site for networking, Dow Chemical launched its own internal social 

network in order to create relationships between current, past, and temporary 

employees.49

 Organizational goals and the associated criteria used for recruitment, selection, de-11. 

velopment, promotion, layoffs, and retirement of people. Aflac, for example, has 

spent considerable time establishing performance expectations for its employees 

in pursuit of a market-based culture that focuses on customer service.

Aflac has embarked on a process to quantify service expectations for all positions, 

and Sharon Douglas, vice president and chief people officer, has been integrally 

involved in this process. . . . The process involved focus groups and quantitative 

studies involving customers, staff and managers. . . . Douglas stresses that expecta-

tions should be specific and explicitly stated, not assumed. For example, at Aflac 

there is an expectation that when employees field a phone call that is not directly 

related to their area of expertise, they will not transfer the call.  “We expect them 

to take in all of the information and then go back to find the proper response,” 

Douglas says.50

The Organizational Socialization Process 
Organizational socialization is defined as “the process by which a person learns the 
values, norms, and required behaviors which permit him to participate as a mem-
ber of the organization.”51 As previously discussed, organizational socialization is 
a key mechanism used by organizations to embed their organizational cultures. In 
short, organizational socialization turns outsiders into fully functioning insiders 

to the point
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 Mr. Toyoda is expected to try to implement changes 

quickly, including a transformation of Toyota’s corpo-

rate culture. According to individuals familiar with the 

situation, Mr. Toyoda believes Toyota, long known for 

its cautious management, has become even more con-

servative and bureaucratic in recent years and needs a 

new structure to speed up decision making.

 These people said Mr. Toyoda may try, among other 

things, to streamline Toyota’s management ranks, which 

he believes have become bloated. He may also try 

to shake up the company’s current top management, 

they said, possibly bringing in talent from outside the 

company. That could include bringing in former Toyota 

executives who left to manage Toyota affiliates in 

recent years. . . .

 One of Mr. Toyoda’s biggest challenges will be to 

persuade some reluctant Toyota employees to follow 

his lead. 

Which of the mechanisms for changing culture 
are being used by Mr. Toyoda?

SOURCE: Excerpted from N Shirouzu, “Toyota, Needing Change, 

Taps a Scion to Lead,” The Wall Street Journal, January 12, 2009, p B2.

 Toyota Plans to Restructure in Order to Change Its Culture

REAL WORLD | real people  



 Ted Goff. Reprinted by permission.
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by promoting and reinforcing the organization’s core values and beliefs. This sec-
tion introduces a three-phase model of organizational socialization and examines 
the practical application of socialization research.

A Three-Phase Model of 
Organizational Socialization

One’s first year in a complex organization can be confusing. 
There is a constant swirl of new faces, strange jargon, con-
flicting expectations, and apparently unrelated events. Some 
organizations treat new members in a rather haphazard, 
sink-or-swim manner. More typically, though, the social-
ization process is characterized by a sequence of identifiable 
steps.

Organizational behavior researcher Daniel Feldman has 
proposed a three-phase model of organizational socialization 
that promotes deeper understanding of this important process. 
As illustrated in Figure 3–4, the three phases are (1) anticipa-
tory socialization, (2) encounter, and (3) change and acqui-
sition.  Each phase has its associated perceptual and social 
processes. Feldman’s model also specifies behavioral and affec-
tive outcomes that can be used to judge how well an individual 
has been socialized. The entire three-phase sequence may take 

from a few weeks to a year to complete, depending on individual differences and the 
complexity of the situation.

Phase 1: Anticipatory Socialization The anticipatory socialization 
phase occurs before an individual actually joins an organization. It is represented 
by the information people have learned about different careers, occupations, 
professions, and organizations. For example, anticipatory socialization partially 
explains the different perceptions you might have about working for the US gov-
ernment versus a high-technology company like Intel or Microsoft. Anticipatory 
socialization information comes from many sources. An organization’s current 
employees are a powerful source of  anticipatory socialization. The recruiting 
or wooing of  parents is another anticipatory socialization technique used by 
a variety of  companies. Ogilvy Public Relations, Office Depot Inc., Enterprise 
Rent-A-Car, Capital One, and Northwestern Mutual Life Insurance all include 
parents in the recruiting process. These firms find that parental involvement is 
particularly helpful when trying to recruit Millennials; remember our discussion 
in Chapter 2.52

Unrealistic expectations about the nature of the work, pay, and promotions are 
often formulated during phase 1. Because employees with unrealistic expectations 
are more likely to quit their jobs in the future, organizations may want to use real-
istic job previews.53 A realistic job preview (RJP) involves giving recruits a realistic 
idea of what lies ahead by presenting both positive and negative aspects of the job. 
Whirlpool, for example, uses its career Web site to post candid comments from 
employees about what it is like to work at the company.54 RJPs may be electronic, 
verbal, in booklet form, audiovisual, or hands-on. Research supports the practi-
cal benefits of using RJPs. A meta-analysis of 40 studies revealed that RJPs were 
related to higher performance and to lower attrition from the recruitment process. 
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Anticipatory 
socialization 
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Occurs before an 
individual joins 
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professions, and 
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preview
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positive and negative 

aspects of a job.



Perceptual and Social ProcessesPhases

Outsider

• Performs role assignments

• Remains with organization

• Spontaneously innovates

   and cooperates

• Generally satisfied

• Internally motivated to work

• High job involvement

Socialized

insider

Behavioral Outcomes Affective Outcomes

• Anticipating realities about the organization and

  the new job

• Anticipating organization's needs for one's skills

  and abilities

• Anticipating organization's sensitivity to one's

  needs and values

• Competing role demands are resolved

• Critical tasks are mastered

• Group norms and values are internalized

• Managing lifestyle-versus-work conflicts

• Managing intergroup role conflicts

• Seeking role definition and clarity

• Becoming familiar with task and group dynamics

1. Anticipatory socialization

2. Encounter

3. Change and acquisition

Recruit masters skills and roles 

and adjusts to work group's 

values and norms

Values, skills, and attitudes start to 

shift as new recruit discovers what 

the organization is truly like

Learning that occurs prior to 

joining the organization

 Chapter Three   Organizational Culture, Socialization, and Mentoring 81

Results also demonstrated that RJPs lowered job applicants’ initial expectations 
and led to lower turnover among those applicants who were hired.55

Phase 2: Encounter This second phase begins when the employment con-
tract has been signed. During the encounter phase employees come to learn what 
the organization is really like. It is a time for reconciling unmet expectations and 
making sense of a new work environment. Many companies use a combination 
of orientation and training programs to socialize employees during the encounter 
phase. Onboarding is one such technique. Onboarding programs help employees 
to integrate, assimilate, and transition to new jobs by making them familiar with 
corporate policies, procedures, culture, and politics and by clarifying work role 
expectations and responsibilities.56 The Real World/Real People box on page 82 
illustrates how Herbalife International is successfully using onboarding to retain 
and enhance the productivity of newly hired executives.   

Encounter phase

Employees 
learn what the 
organization is really 
like and reconcile 
unmet expectations. 

Onboarding

Programs aimed at 
helping employees 
integrate, assimilate, 
and transition to 
new jobs.

Figure 3–4 A Model of Organizational Socialization

SOURCE: Adapted from material in D C Feldman, “The Multiple Socialization of Organization Members,” Academy of Management 

Review, April 1981, pp 309–18. Copyright © 1981 by The Academy of Management. Reproduced by permission of The Academy of 

Management via Copyright Clearance Center.
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Phase 3: Change and Acquisition The change and acquisition phase 

requires employees to master important tasks and roles and to adjust to their work 
group’s values and norms. To achieve that adjustment, employees should be clear 
about their roles, feel confident they can do what is expected of them, and have the 
acceptance of their coworkers. Additionally, organizations such as Schlumberger, 
a large multinational oil company, use incentives and social gatherings to reinforce 
the new behaviors expected of employees.

 The company is gradually changing its old Soviet culture of blame. Luc Ollivier, a 50-year-

old Frenchman, was installed as the boss of regional operations Siberian Geophysical. 

He’s trying to reward performance and, more critical, systematically eliminate mistakes 

rather than simply punish the people who make them. Ollivier says the company’s vet-

eran drillers have immense experience, “but they don’t like to teach the young people.” 

So he is working to forge better ties through daylong get-togethers that conclude with 

a beer bash. Ollivier says the pace of work is up by more than 30% in the past two 

years, and Siberian Geophysical’s drilling revenues reached about $250 million last year 

[2007], about double their level in 2006.57

Table 3–2 presents a list of socialization processes or tactics used by organizations 
to help employees through this adjustment process.  Returning to Table 3–2, can 
you identify the socialization tactics used by Schlumberger? 

Change and 
acquisition phase

Requires employees 
to master tasks and 
roles and to adjust 

to work group 
values and norms.

Practical Application of Socialization Research
Past research suggests six practical guidelines for managing organizational 
 socialization.

 A recent survey showed that effective onboarding programs resulted in increased 1. 

retention, productivity, and rates of task completion for new hires.58 This re-

inforces the conclusion that managers should avoid a haphazard, sink-or-swim 

Eighteen  months ago, Michele Crocker, vice president 

of worldwide distributor optimization for Herbalilfe 

International, established an executive onboarding 

program called “The First 100 Days Hit the Ground 

Running Work Plan.” . . . The program takes a struc-

tured approach focused on three vital areas.

“The  first one is ensuring that they establish solid 

people relationships early on with their team, peers, 

key internal and external customers, and any global 

business partners,” says Crocker. “We also put a lot of 

emphasis up front on understanding the philosophy, the 

culture, and how we operate as a company. The other 

area we look at is operational: how the functions work 

and the executive’s role in Herbalife’s success.” . . .

 Every 30 to 45 days during the program, Herbalife 

also conducts a progress check with the new executive 

and some of his or her teammates.  

How  does onboarding help new employees 
adjust to a new  job?

SOURCE: Excerpted from S Fall, “The Executive Entrance,” Training, 

August 2008, p 47.

Herbalife International Effectively Uses Onboarding with Executives 

REAL WORLD | real people

go to the Web for the Self-Exercise:  Have You Been Adequately 
Socialized?
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Table 3–2 Socialization Tactics

TACTIC DESCRIPTION

Collective vs. individual Collective socialization consists of grouping newcomers and exposing them 

  to a common set of experiences rather than treating each newcomer 

  individually and exposing him or her to more or less unique experiences.

Formal vs. informal Formal socialization is the practice of segregating a newcomer from regular 

  organization members during a defined socialization period versus not clearly 

  distinguishing a newcomer from more experienced members. Army recruits 

  must attend boot camp before they are allowed to work alongside 

  established soldiers.

Sequential vs. random Sequential socialization refers to a fixed progression of steps that culminate 

  in the new role, compared to an ambiguous or dynamic progression. The 

  socialization of doctors involves a lock-step sequence from medical school, to

  internship, to residency before they are allowed to practice on their own.

Fixed vs. variable Fixed socialization provides a timetable for the assumption of the role, 

  whereas a variable process does not.  American university students typically 

  spend one year apiece as freshmen, sophomores, juniors, and seniors.

Serial vs. disjunctive A serial process is one in which the newcomer is socialized by an 

  experienced member, whereas a disjunctive process does not use a role 

  model.

Investiture vs. divestiture Investiture refers to the affirmation of a newcomer’s incoming global and 

  specific role identities and attributes. Divestiture is the denial and stripping 

  away of the newcomer’s existing sense of self and the reconstruction of self 

  in the organization’s image. During police training, cadets are required to 

  wear uniforms and maintain an immaculate appearance; they are addressed as 

  “officer” and told they are no longer ordinary citizens but representatives 

  of the police force.

SOURCE: Descriptions were taken from B E Ashforth, Role Transitions in Organizational Life: An Identity-Based Perspective (Mahwah, 

NJ: Lawrence Erlbaum Associates, 2001), pp 149–83.
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approach to organizational socialization because formalized socialization tac-

tics positively affect new hires. Formalized or institutionalized socialization tac-

tics were found to positively help employees in both domestic and international 

 operations.59

 Organizations like the United States Military Academy at West Point use social-2. 

ization tactics to reinforce a culture that promotes ethical behavior. Managers 

are encouraged to consider how they might best set expectations regarding ethi-

cal behavior during all three phases of the socialization process.60

 The type of orientation program used to socialize employees affects their ex-3. 

pectations and behavior. A recent study of 72 new Asian international gradu-

ate students revealed that they had more accurate expectations, felt less stress, 

reported better adjustment, and had higher retention rates when the orientation 

program focused on coping with new entry stress.61 Managers need to help new 
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hires integrate within the organizational culture and overcome the stress associ-

ated with working in a new environment. Consider the approach used by John 

Chambers, CEO of Cisco Systems: “He meets with groups of new hires to wel-

come them soon after they start, and at monthly breakfast meetings workers are 

encouraged to ask him tough questions.62

 Support for stage models is mixed. Although there are different stages of social-4. 

ization, they are not identical in order, length, or content for all people or jobs.63 

Managers are advised to use a contingency approach toward organizational 

socialization. In other words, different techniques are appropriate for different 

people at different times.

 The organization can benefit by training new employees to use proactive social-5. 

ization behaviors. A study of 154 entry-level professionals showed that effec-

tively using proactive socialization behaviors influenced the newcomers’ general 

anxiety and stress during the first month of employment and their motivation 

and anxiety six months later.64 

 Managers should pay attention to the socialization of diverse employees. Research 6. 

demonstrated that diverse employees, particularly those with disabilities, experi-

enced different socialization activities than other newcomers. In turn, these dif-

ferent experiences affected their long-term success and job satisfaction.65 

Embedding Organizational Culture 
through M entoring
The modern word mentor derives from Mentor, the name of a wise and trusted 
counselor in Greek mythology. Terms typically used in connection with mentoring 
are teacher, coach, sponsor, and peer. Mentoring is defined as the process of form-
ing and maintaining intensive and lasting developmental relationships between a 
variety of developers (i.e., people who provide career and psychosocial support) 
and a junior person (the protégé, if  male; or protégée, if  female).66 Mentoring 

can serve to embed an organization’s culture when 
developers and the protégé/protégée work in the 
same organization for two reasons. First, mentor-
ing contributes to creating a sense of oneness by 
promoting the acceptance of the organization’s 
core values throughout the organization. Second, 
the socialization aspect of mentoring also pro-
motes a sense of membership.

Not only is mentoring important as a tactic for em-
bedding organizational culture, but research sug gests 
it can significantly influence the protégé/protégée’s 

to the point
What are the 
four devel-
opmental 
networks and 
how can you 
use them to 
advance your 
career?

Mentoring

Process of forming 
and maintaining 
developmental 

relationships 
between a mentor 

and a junior person.

In today’s high-technology work environments, helping or 

coaching others on the use of computer programs is a key 

function of mentoring. This type of mentoring is important in 

embedding an organization’s culture because it contributes 

to a sense of oneness and it enhances employees’  feelings of 

competence. Have you ever been mentored?
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future career. For example, a meta-analysis revealed that mentored employees 
had higher compensation and more promotions than nonmentored employees. 
Mentored employees also were found to have higher organizational knowledge, 
job performance, and salary over time.67 This section focuses on how people can 
use mentoring to their advantage. We discuss the functions of mentoring, the de-
velopmental networks underlying mentoring, and the personal and organizational 
implications of mentoring.

Functions of Mentoring
Kathy Kram, a Boston University researcher, conducted in-depth interviews 
with both members of  18 pairs of  senior and junior managers. As a by-product 
of  this study, Kram identified two general functions—career and psychosocial—
of  the mentoring process. Five career functions that enhanced career develop-
ment were sponsorship, exposure-and-visibility, coaching, protection, and 
challenging assignments. Four psychosocial functions were role modeling, 
acceptance-and-confirmation, counseling, and friendship. The psychosocial 
functions clarified the participants’ identities and enhanced their feelings of 
competence.68

Developmental Networks 
Underlying Mentoring

Historically, it was thought that mentoring was primarily provided by one per-
son who was called a mentor. Today, however, the changing nature of  tech-
nology, organizational structures, and marketplace dynamics requires that 
people seek career information and support from many sources. Mentoring 
is currently viewed as a process in which protégés and protégées seek develop-
mental guidance from a network of  people, who are referred to as developers. 
McKinsey & Company tells its associates, “Build your own McKinsey.” This 
slogan means the consulting firm expects its people to identify partners, col-
leagues, and subordinates who have related goals and interests so that they 
can help one another develop their expertise. Each McKinsey associate is thus 
responsible for his or her own career development—and for mentoring others. 
As McKinsey’s approach recognizes, the diversity and strength of  a person’s 
network of  relationships is instrumental in  obtaining the type of  career as-
sistance needed to manage his or her career.69 Figure 3–5 presents a develop-
mental network typology based on integrating the diversity and strength of 
developmental relationships.70 

The diversity of developmental relationships reflects the variety of people 
within the network an individual uses for developmental assistance. There are two 
subcomponents associated with network diversity: (1) the number of different 
people the person is networked with and (2) the various social systems from which 
the networked relationships stem (e.g., employer, school, family, community, pro-
fessional associations, and religious affiliations). As shown in Figure 3–5, devel-
opmental relationship diversity ranges from low (few people or social systems) to 
high (multiple people or social systems).

Developmental relationship strength reflects the quality of relationships among 
the individual and those involved in his or her developmental network. For 
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example, strong ties are reflective of relationships based on frequent interactions, 
reciprocity, and positive affect. Weak ties, in contrast, are based more on superfi-
cial relationships. Together, the diversity and strength of developmental relation-
ships result in four types of developmental networks (see Figure 3–5): receptive, 
traditional, entrepreneurial, and opportunistic.

A receptive developmental network is composed of  a few weak ties from 
one social system such as an employer or a professional association. The single 
oval around D1 and D2 in Figure 3–5 is indicative of  two developers who come 
from one social system. In contrast, a traditional network contains a few strong 
ties between an employee and developers that all come from one social sys-
tem. An entrepreneurial network, which is the strongest type of  developmental 
network, is made up of  strong ties among several developers (D1–D4) who 
come from four different social systems. Finally, an opportunistic network is 
associated with having weak ties with multiple developers from different social 
systems.

Personal and Organizational Implications
There are five key personal implications to consider. First, it is important to foster 
a broad developmental network because the number and quality of  your contacts 
will influence your career success. This is particularly true in today’s economy.71 

Figure 3–5 Developmental Networks Associated with Mentoring

SOURCE: From M Higgins and K Kram,“Reconceptualizing Mentoring at Work: A Developmental Network 

Perspective,” Academy of Management Review, April 2001, p 270. Copyright © 2001 by The Academy of 

Management. Reproduced by permission of The Academy of Management via Copyright Clearance Center.
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Second, job and career satisfaction are likely to be influenced by the consistency 
between an individual’s career goals and the type of  developmental network at 
his or her disposal. For example, people with an entrepreneurial developmental 
network are more likely to experience change in their careers and to benefit from 
personal learning than people with receptive, traditional, and opportunistic net-
works. If  this sounds attractive to you, you should try to increase the diversity 
and strength of  your developmental relationships. In contrast, lower levels of  job 
satisfaction are expected when employees have receptive developmental networks 
and they desire to experience career advancement in multiple organizations. 
Receptive developmental networks, however, can be satisfying to someone who 
does not desire to be promoted up the career ladder.72 Third, a developer’s will-
ingness to provide career and psychosocial assistance is a function of the protégé/
protégée’s ability and potential and the quality of  the interpersonal relationship.73 
This implies that you must take ownership for enhancing your skills, abilities, and 
developmental networks if  you desire to experience career advancement through-
out your life.

Fourth, it is important to become proficient at using social networking tools 
such as Twitter, LinkedIn.com, and Facebook. These tools not only enable you to 
increase the breadth of your social network, but they also can increase your pro-
ductivity. A recent study demonstrated that people with the broadest digital net-
works were 7% more productive than employees without such networks.74 Fifth, 
develop a mentoring plan. Experts suggest that this plan should include the fol-
lowing components:75  

 Identify and prioritize your mentoring goals. These goals should be based on • 
a determination of what you want to learn. 

 Identify people who are skilled or experienced in areas you want to improve. • 
Don’t overlook your peers as they are a good source of functional, techni-
cal, and organizational knowledge.76 

 Determine how best to build a relationship with these “targeted” individuals. • 

 Determine how you can provide value to your mentor. Because mentoring is • 
a two-way street, others are more likely to help you if  they see some value in 
assisting you in the pursuit of your career goals. 

 Determine when it is time to move on. Mentors are not forever. If  you be-• 
lieve that your mentor is ineffective, or worse yet, causing more harm than 
benefit, find a new mentor. Finally, although mentoring can help your ca-
reer, and some mediocre people advance because of a strong mentor, don’t 
be fooled into thinking that “who you know” is a replacement for talent, 
knowledge, and motivation. We strongly encourage you to use your own 
passion, motivation, talents, and networking skills to accomplish your per-
sonal and professional goals.

Research also supports the organizational benefits of mentoring. For ex-
ample, mentoring enhances the effectiveness of organizational communication. 
Specifically, mentoring increases the amount of vertical communication both up 
and down an organization, and it provides a mechanism for modifying or rein-
forcing organizational culture. Benefits such as these are leading more and more 
companies to set up formal mentoring programs. A recent survey found that 6 out 
of 10 companies already have programs for coaching or mentoring, and of the 
remaining companies, 8 out of 10 are planning such a program.77 
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Define organizational culture and discuss its three 1. 

 layers. Organizational culture represents the shared 

 assumptions that a group holds. It influences em-

ployees’ perceptions and behavior at work.The three 

layers of organizational culture include observable 

artifacts, espoused values, and basic assumptions. 

Artifacts are the physical manifestations of an or-

ganization’s culture. Espoused values represent the 

explicitly stated values and norms that are preferred 

by an organization. Basic underlying assumptions 

are unobservable and represent the core of organiza-

tional culture.

Discuss the difference between espoused and enacted 2. 

values. Espoused values represent the explicitly 

stated values and norms that are preferred by an 

organization. Enacted values, in contrast, reflect the 

values and norms that actually are exhibited or con-

verted into employee behavior. Employees become 

cynical when management espouses one set of  val-

ues and norms and then behaves in an inconsistent 

fashion.

Describe the four functions of organizational culture.3.  

Four functions of organizational culture are organi-

zational identity, collective commitment, social sys-

tem stability, and sense-making device.

Discuss the four types of organizational culture as-4. 

sociated with the competing values framework. The 

competing values framework identifies four different 

types of organizational culture. A clan culture has an 

internal focus and values flexibility rather than stabil-

ity and control. An adhocracy culture has an external 

focus and values flexibility. A market culture has a 

strong external focus and values stability and control. 

A hierarchy culture has an internal focus and values 

stability and control over flexibility.

Summarize the seven conclusions derived from re-5. 

search about the outcomes associated with organiza-

tional culture. Organizational culture is related to 

measures of  organizational effectiveness. Employees 

are more satisfied and committed to organizations 

with clan cultures. An organization’s financial 

performance is not very strongly related to organi-

zational culture. Companies with market cultures 

tend to have more positive organizational outcomes. 

Innovation and quality can be increased by building 

characteristics associated with clan, adhocracy, and 

market cultures into the organization. Customer sat-

isfaction is most strongly related to market cultures. 

Hierarchy cultures are not associated with positive 

outcomes. 

Review the three caveats about culture change. 6. First, it 

is possible to change an organization’s culture, and the 

process essentially begins with targeting one of the three 

layers of culture for change. Second, it is important 

to consider the extent to which the current culture is 

aligned with the organization’s vision and strategic plans 

before attempting to change any aspect of organiza-

tional culture. Finally, it is important to use a structured 

approach when implementing culture change.

Summarize the methods used by organizations to 7. 

change organizational culture. Changing culture 

amounts to teaching employees about the organiza-

tion’s preferred values, beliefs, expectations, and be-

haviors.This is accomplished by using one or more of 

the following 11 mechanisms: (a) formal statements 

of organizational philosophy, mission, vision, val-

ues, and materials used for recruiting, selection, and 

socialization; (b) the design of physical space, work 

environments, and buildings; (c) slogans, language, 

acronyms, and sayings; (d ) deliberate role modeling, 

training programs, teaching, and coaching by 

managers and supervisors; (e) explicit rewards, status 

symbols, and promotion criteria; ( f ) stories, legends, 

and myths about key people and events; (g) the orga-

nizational activities, processes, or outcomes that lead-

ers pay attention to, measure, and control; (h) leader 

reactions to critical incidents and organizational 

crises; (i) the workflow and organizational structure; 

( j ) organizational systems and procedures; and 

(k) organizational goals and associated criteria used 

for recruitment, selection, development, promotion, 

layoffs, and retirement of people.

Describe the three phases in Feldman’s model of 8. 

organizational socialization. The three phases of 

Feldman’s model are anticipatory socialization, 

encounter, and change and acquisition. Anticipa-

tory socialization begins before an individual actu-

ally joins the organization. The encounter phase 

begins when the employment contract has been 

signed. Phase 3 involves the period in which em-

ployees master important tasks and resolve any role 

conflicts.

Discuss the various socialization tactics used to social-9. 

ize employees. There are six key socialization tactics. 

They are collective versus individual, formal versus 

informal, sequential versus random, fixed versus vari-

able, serial versus disjunctive, and investiture versus 

divestiture (see Table 3–2). Each tactic provides orga-

nizations with two opposing options for socializing 

employees.

  Explain the four developmental networks associated 10. 

with mentoring. The four developmental networks 

are based on integrating the diversity and strength 

of an individual’s developmental relationships. The 

Summary of Key Concepts
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OB in Action Case Study

Manny Rivelo, a senior vice president at Cisco Systems, 
belongs to more internal company teams than he can 
count on both hands. “I’m on a litany of them—three 
councils, maybe six boards, and five working groups,” 
he says. 

They’re part of an organizational web dreamed up 
by CEO John Chambers—a structure so complex that 
it takes 15 minutes and a whiteboard to fully explain. 
Chambers, however, uses just three words to describe 
the benefits of the San Jose networking giant’s manage-
ment system: “speed, skill, and flexibility.” 

It seems paradoxical that a multilayered organi-
zational model would actually speed things up. But 
Chambers, whose company landed on the World’s Most 
Admired Companies list partly for its management 
prowess, says his system of boards and councils has in-
deed made Cisco (CSCO, Fortune 500) more agile—and 
that it will help the company grow in the recession. 

Chambers’ idea originated at the tail end of the 2001 
downturn, after Cisco wrote off  $2.2 billion in losses. He 
realized that the company’s hierarchical structure pre-
cluded it from moving quickly into new markets, so he 
began to group executives into cross-functional teams. 

Chambers figured that putting together managers in 
sales and leaders in engineering, say, would break down 
traditional silos and lead to faster decision making. 

Not all Cisco executives felt the same way. “It took 
seven years, and the first three years were bumpy,” says 
Rivelo. Chambers has said that as many as 20% of 
Cisco’s executives couldn’t handle working with unfa-
miliar colleagues; some were irked by the new compen-
sation structure, which is tied to teamwork.

Rivelo is part of a nine-person council that the com-
pany created to replace its chief  development officer, 
who departed in December 2007. Some 70% of Rivelo’s 
compensation is based on the council’s ability to meet 
revenue targets and collaborate. 

As Cisco has entered new lines of business (the router 
company now makes thousands of products, including 
high-end teleconferencing systems and cable boxes), its 
teams and councils have multiplied. Today there are at 
least 10 boards and more than 30 councils, says Rivelo, 
who admits that he doesn’t know the exact number. 

The total is hard to pin down because it’s constantly 
evolving. Padmasree Warrior, Cisco’s new chief tech-
nology officer, belongs to the enterprise council—teams 
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four resulting developmental networks are recep-

tive, traditional, entrepreneurial, and opportunistic. 

A receptive network is composed of a few weak ties 

from one social system. Having a few strong ties with 

developers from one social system is referred to as a 

traditional network. An entrepreneurial network is 

made up of strong ties among several developers; and 

an opportunistic network is associated with having 

weak ties from different social systems.
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Ethical Dilemma

Credit-Card Issuers Have Cultures That Focus on Growth by 
Targeting Financially Strapped People79

The troubles sound familiar. Borrowers falling  behind 
on their payments. Defaults rising. Huge swaths of loans 
souring. Investors getting burned. But forget the now-
familiar tales of mortgages gone bad. The next horror 
for beaten-down financial firms is the $950  billion worth 
of outstanding credit-card debt—much of it toxic. . . . 
The consumer debt bomb is already beginning to spray 
shrapnel throughout the financial markets, further 
weakening the U.S. economy. “The next meltdown will 
be in credit cards,” says Gregory Larkin, senior analyst 
at research firm Innovest Strategic Value Advisors. . . .

But some banks and credit-card companies may be 
exacerbating their problems. To boost profits and get 
ahead of coming regulation, they’re hiking interest 
rates. But that’s making it harder for consumers to keep 
up. . . . Sure the credit-card market is just a fraction 
of the $11.9 trillion mortgage market. But sometimes 
the losses can be more painful. That’s because most 
credit-card debt is unsecured, meaning consumers don’t 
have to make down payments when opening up their 
accounts. If  they stop making monthly payments and 
the account goes bad, there are no underlying assets for 

credit-card companies to recoup. With mortgages, in 
contrast, some banks are protected both by down pay-
ments and by the ability to recover at least some of the 
money by selling the property. . . .

The industry’s practices during the lending boom are 
coming back to haunt many credit-card lenders now. 
Cate Colombo, a former call center staffer at MBNA, 
the big issuer bought by Bank of America in 2005, says 
her job was to develop a rapport with credit-card cus-
tomers and advise them to use more of their available 
credit. Colleagues would often gather around her chair 
when she was on the phone with a customer and chant: 
“Sell, sell.” “It was like Boiler Room,” says Colombo, 
referring to the 2000 movie about unscrupulous stock 
brokers. “I knew that they would probably be in debt for 

the rest of their lives.” Unless, of course, they default.
Assume that you are member of Congress. What 

would you do in light of the facts in this case?

Create legislation that does not allow credit-card 1. 

 issuers to raise interest rates for those who cannot 
pay their bills. 

at that level target $10 billion-plus market opportuni-
ties. She recently saw a chance to deliver services over 
the Internet and formed a smaller working group to re-
search the idea. Four months later that group evolved 
into a board, which is a subset of a council. 

Although the system has been in place for years, 
its success is difficult to quantify. Cisco says the team 
approach helped it figure out in only eight days that it 
should acquire Web-conferencing company WebEx, for 
example. But Yankee Group analyst Zeus Kerravala 
says he’s still waiting for productivity metric. “Nothing 
will show success more than proof,” he says. 

Technology chief  Warrior says that she was skeptical 
when she first came to Cisco in March from Motorola 
(MOT, Fortune 500). But she became a believer when 
she and others from different divisions forged a part-
nership with an outside company in a single council 
meeting. What would have required multiple meetings 
at other firms “took the four of  us on a phone call,” 
she says. 

Such quick decision making could help Cisco ex-
ecute some key acquisitions in the current slowdown. 
For many big companies, belt-tightening usually means 
putting off  big decisions until conditions improve. 

Cisco, with $26 billion in cash, has the coffers—and 
apparently the management structure—to immediately 

start shopping.

Questions for Discussion
What are the observable artifacts, espoused values, 1. 

and basic assumptions associated with Cisco’s cul-
ture? Explain.

Use the competing values framework to diagnose 2. 

Cisco’s culture. To what extent does it possess char-
acteristics associated with clan, adhocracy, market, 
and hierarchy cultures? Discuss.

Begin by looking up Cisco’s mission or vision 3. 

statement on the company’s Web site. Now answer 
the following question:  To what extent is the cul-
ture type you identified in question 2 consistent 
with the accomplishment of  this mission or vi-
sion? Explain.

What techniques for changing organizational cul-4. 

ture has Cisco used to form its culture? Discuss.

Would you like to work at Cisco? Explain your 5. 

 rationale.
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Additional tools and resources are available to help you master the  content 

of this chapter on the Web site at www.mhhe.com/kreitner 

Web Resources

Create legislation that makes it a crime for people 2. 

like Cate Columbo to entice people to spend money 
on a credit card when they can’t afford it. 

I would not create any legislation.   Credit-card issu-3. 

ers and people like Cate Columbo are not to blame 

for our financial problems. People must be respon-
sible for their own behavior.

Invent other options.4. 



Chapter 4
International OB: 
Managing across Cultures

LEARNING OBJECTIVES

When you finish studying the material in this chapter, you should be able to:

LO.1  Define the term culture, and explain how societal culture and 
organizational culture combine to influence on-the-job behavior.

LO.2  Define ethnocentrism, and explain how to develop cultural intelligence.

LO.3  Distinguish between high-context and low-context cultures and identify 
and describe the nine cultural dimensions from Project GLOBE.

LO.4  Distinguish between individualistic and collectivist cultures, and explain 
the difference between monochronic and polychronic cultures.

LO.5  Specify the practical lesson from the Hofstede cross-cultural study.

LO.6  Explain what Project GLOBE researchers discovered about leadership.

LO.7  Explain why U.S. managers have a comparatively high failure rate on 
foreign assignments.

LO.8  Summarize the research findings about North American women on 
foreign assignments.

LO.9  Identify four stages of the foreign assignment cycle and the OB trouble 
spot associated with each stage.



www.mhhe.com/kreitner

online resources

 In the business world, to “table something” means that 

it will be discussed later, right? Not always. In some 

European cultures, to table something means that it 

will be put on the table and discussed now. 

This particular contradiction often leads to a stale-

mate during team meetings as one group tries to 

move to the next agenda item while another group 

tries to discuss the “tabled” item. These types of mis-

understandings have become common in multicultural 

teams. In fact, communication is the No. 1 issue facing 

multicultural teams. 

With the U.S. population becoming increasingly 

 diverse, odds are high that employees are or soon will 

be working on multicultural teams. Yet many cor-

porate leaders mistakenly assume that efficient op-

eration of multicultural teams based in the United 

States will not be an issue because they are not 

working globally. Hence, teamwork training typi-

cally doesn’t cover issues relating to operation of 

multicultural teams, even as the United States con-

tinues to evolve into one of the world’s most mul-

ticultural societies. 

Multicultural teams may have members in other 

countries or may consist only of Americans with 

different ethnic, racial, and national origins. They can 

all be U.S. residents or U.S. citizens and still hail 

from different parts of the world. For example, one 

defense company has a U.S.-based team of 20 with ori-

gins in 14 countries, all doing classified work. 

And, in fact, a multicultural team of members 

from different parts of the United States still faces 

issues of communication, working styles, and leader-

ship similar to those faced by multinational teams. 

Members from New York may function very differ-

ently from  members from the Midwest or the South, 

with marked distinctions in matters such as business 

etiquette and attire. 

Sharon Powell, learning and development manager 

for Parker Hannifin Corp., a provider of motion and 

control technologies in Cleveland, says, “We need to 

Student Resources for Studying Chapter 4

The Web site for your text includes resources that will help you master the concepts in this chapter. 
As you read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 
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We hear a lot about globalization and the global economy these days. Signs and 
symptoms of economic globalization making headlines in recent years have been 
the controversial North American Free Trade Agreement, riots at World Trade 
Organization meetings, complaints about the offshoring of jobs, trade imbalances, 
foreign sweatshops, and intellectual property abuses.2 These are legitimate con-
cerns, but some have been exaggerated out of proportion as circumstances evolve. 
For instance, take the offshoring of jobs—replacing domestic employees with 
lower-paid workers in foreign countries. According to a recent research report, 
“About half  of offshore service work arrangements fail, and often it’s because 
executives don’t take into account the ‘invisible costs’ of communication and cul-
tural friction.”3 Rising wages in India, China, and elsewhere also are making off-
shoring less attractive.4 Still, a global economic earthquake is underway:

For more than half a century, Americans could take for granted that the world 

economy would orbit around them. No longer. . . .

“The change is from globalization going one way to globalization going every way. 

It’s as much about what developing countries are doing as developed countries,” said 

Mark Foster, a London-based Accenture consultant.

Assuming continued economic growth in the developing world, the ranks of the global 

middle class are expected to triple by 2030 to 1.2 billion, according to the World Bank. 

Today, a bit more than half of that free-spending group resides in developing countries. By 

2030, almost all of it, 92%, will call the developing world home.

For multinational corporations, that means paying ever more attention to what’s 

happening outside the United States and especially in Asia, Latin America, parts of the 

Middle East and Africa.5

Global managers, who can move comfortably from one culture to another 
while conducting business, have an advantage in the new global economy. Consider, 
for example, the story of Google’s Ken Tokusei.

The job of overseeing Google’s mobile lab in Japan falls to Tokusei. Born and raised in 

Tokyo, he moved to Boston in the mid-1980s while still in high school because he felt he 

“had no future in Japan.” After undergraduate studies at Cornell, Tokusei got a master’s 

in computer science from Stanford, then worked at several Silicon Valley tech startups. 

Five years ago, he landed a job with Google. The 39-year-old speaks at a machine-gun 

pace, switching effortlessly between Japanese and English, and shuttles between Google 

headquarters in Mountain View, Calif., and Asia about 20 times a year.6  

Indeed, according to one study, US multinational companies headed by CEOs 
with international assignments on their résumés tended to outperform the compe-
tition.7 Even managers and employees who stay in their native country, as discussed 
in the opening vignette, will find it hard to escape today’s global economy and 
cross-cultural interactions. This is particularly true in countries such as the United 
States and Canada, culturally diverse nations populated by both indigenous  people 
and generations of immigrants.8 (In fact, you will learn some interesting things 
about Navajo culture later in this chapter.) Employees who do stay home will be 
thrust into international relationships by working for foreign-owned companies or 

think about culture in a different way. It is not just the 

country you come from but also from what part of the 

country you come from. What is your value system? 

What is your communication style? What is important 

to you?”1  

 

FOR DISCUSSION

How comfortable and effective are you in dealing 

with people from other cultural backgrounds?
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by dealing with foreign suppliers, customers, and co-workers. Perhaps they will be 
offered an unexpected foreign assignment. Management Review offered this help-
ful perspective: 

It’s easy to think that people who have lived abroad or 

who are multilingual have global brains, while those who 

still live in their hometowns are parochial. But both notions 

are fallacies. Managers who have never left their home 

states can have global brains if they are interested in the 

greater world around them, make an effort to learn about 

other people’s perspectives, and integrate those perspec-

tives into their own way of thinking.9

The global economy is a rich mix of opportunities, 
problems, and cultures, and now is the time to prepare to 
thrive in it. Accordingly, the purpose of this chapter is to 
help you take a step in that direction by exploring the im-
pacts of culture in today’s increasingly internationalized 
organizations. This chapter draws upon the area of cul-
tural anthropology. We begin with a model that shows 
how societal culture and organizational culture (covered 
in Chapter 3) combine to influence work behavior. Next , 
we discuss how to develop cultural intelligence. Key di-
mensions of societal culture are presented with the goal 
of enhancing cross-cultural awareness. Practical lessons from cross-cultural manage-
ment research are then reviewed. The chapter concludes by exploring the challenge of 
accepting a foreign assignment and avoiding culture shock.

Culture and Organizational Behavior  
How would you, as a manager, interpret the following situations?

An Asian executive for a multinational company, transferred from Taiwan to the 

Midwest, appears aloof and autocratic to his peers.

A West Coast bank embarks on a “friendly teller” campaign, but its Filipino female 

tellers won’t cooperate.

A white manager criticizes a black male employee’s work. Instead of getting an 

explanation, the manager is met with silence and a firm stare.10

If you attribute the behavior in these situations to personalities, three descrip-
tions come to mind: arrogant, unfriendly, and hostile. These are reasonable conclu-
sions. Unfortunately, they are probably wrong, being based more on prejudice and 
stereotypes than on actual fact. However, if you attribute the behavioral outcomes 
to cultural differences, you stand a better chance of making the following more valid 
interpretations: “As it turns out, Asian culture encourages a more distant manag-
ing style, Filipinos associate overly friendly behavior in women with prostitution, 
and blacks as a group act more deliberately, studying visual cues, than most white 
men.”11 One cannot afford to overlook relevant cultural contexts when trying to 
understand and manage organizational behavior.

LO.1 to the point
What does 
culture 
involve and 
how are 
 societal and 
organizational 
culture 
 related?
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Societal Culture Is Complex and Multilayered
In Chapter 3, we discussed organizational culture. Here, the focus is more broadly 
on societal culture. “Culture is a set of beliefs and values about what is desirable 
and undesirable in a community of people, and a set of formal or informal prac-
tices to support the values.”12 So culture has both prescriptive (what people should 
do) and descriptive (what they actually do) elements. Culture is passed from one 
generation to the next by family, friends, teachers, and relevant others. Most cul-
tural lessons are learned by observing and imitating role models as they go about 
their daily affairs or as observed in the media.13

Culture is difficult to grasp because it is multilayered. International manage-
ment experts Fons Trompenaars (from the Netherlands) and Charles Hampden-
Turner (from Britain) offered this instructive analogy in their landmark book, 
Riding the Waves of Culture:

Culture comes in layers, like an onion. To understand it you have to unpeel it layer 

by layer.

On the outer layer are the products of culture, like the soaring skyscrapers of 

Manhattan, pillars of private power, with congested public streets between them. These 

are expressions of deeper values and norms in a society that are not directly visible 

(values such as upward mobility, “the more-the-better,” status, material success). The 

layers of values and norms are deeper within the “onion,” and are more difficult to 

identify.14

The best way to “peel the cultural onion” is to be proactive and get to know people 
from different cultures. IBM’s CEO, Samuel Palmisano, recently put it this way: 
“I enjoy spending time in many countries, especially in the developing world. There 
is tremendous optimism and excitement about their future. You can’t learn about 
these diverse cultures and immense opportunities by staying in your corporate 
headquarters.”15 The same goes for students in classrooms.

Culture Is a Subtle but Pervasive Force
Culture generally remains below the threshold of conscious awareness because it 
involves taken-for-granted assumptions about how one should perceive, think, act, 
and feel. Pioneering cultural anthropologist Edward T Hall put it this way:

Since much of culture operates outside our awareness, frequently we don’t even know 

what we know. We pick . . . [expectations and assumptions] up in the cradle. We un-

consciously learn what to notice and what not to notice, how to divide time and space, 

how to walk and talk and use our bodies, how to behave as men or women, how to 

 relate to other people, how to handle responsibility, whether experience is seen as 

whole or fragmented. This applies to all people. The Chinese or the Japanese or the 

Arabs are as unaware of their assumptions as we are of our own. We each assume 

that they’re part of human nature. What we think of as “mind” is really internalized 

culture.16

In sum, it has been said: “you are your culture, and your culture is you.” As 
part of the growing sophistication of marketing practices in the global economy, 
companies are hiring anthropologists to decipher the cultural roots of customer 
needs and preferences (see the Real World/Real People feature on page 97) .

Culture

Beliefs and values 
about how a 

community of 
people should and 

do act.



ethics

97

  The military for years has enlisted anthropologists, 

depending on their expertise, to write up analyses of 

distant places and cultures.

 But debate is growing among those scientists over 

whether it is appropriate for them to be involved in actu-

ally working alongside soldiers in combat or to contribute 

to the growing field of counterterrorism research. . . .

 In Iraq and Afghanistan, field anthropologists study 

culture, kinship, and networks in societies, “particu-

larly key” factors in the insurgencies, according to 

the Army’s counterinsurgency manual. For example, 

in these countries it is considered reasonable to put 

family ties above the needs of society, and nepotism is 

seen as positive, not negative. That’s something young 

soldiers raised in the USA, with our veneration of the 

rugged individualist, may not immediately understand.

Is this right or wrong? A necessary tool in the 

defense of the nation and the world? Or a misuse of 

science to advance warfare? 

Where do you come down on this issue? 
What is your ethical argument?

SOURCE: Excerpted from D Vergano and E Weise, “Should 

Anthropologists Work Alongside Soldiers?” USA Today, December 9, 

2008, p 5D.  

 Should Anthropologists Go to War?  

A Model of Societal and Organizational Cultures
As illustrated in Figure 4 –1, culture influences organizational behavior in two 
ways.  Employees bring their societal culture to work with them in the form of 
customs and language. Organizational culture, a by-product of societal culture, 
in turn affects the individual’s values, ethics, attitudes, assumptions, and expecta-
tions. Societal culture is shaped by the various environmental factors listed in the 
left-hand side of Figure 4–1.

Once inside  the organization’s sphere of influence, the individual is further 
affected by the organization’s culture. Mixing of societal and organizational cul-
tures can produce interesting dynamics in multinational companies. For example, 
with French and American employees working side by side at General Electric’s 
medical imaging production facility in Waukesha, Wisconsin, unit head Claude 
Benchimol has witnessed some culture shock:

The French are surprised the American parking lots empty out as early as 5 PM; the 

Americans are surprised the French don’t start work at 8 AM. Benchimol feels the 

French are more talkative and candid. Americans have more of a sense of hierarchy and 

are less likely to criticize. But they may be growing closer to the French. Says Benchimol: 

“It’s taken a year to get across the idea that we are all entitled to say what we don’t like 

to become more productive and work better.”17

REAL WORLD | real people
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Same company, same company culture, yet GE’s French and American coworkers 
have different attitudes about time, hierarchy, and communication. They are the 
products of different societal cultures.

When managing people at work, the individual’s societal culture, the organi-
zational culture, and any interaction between the two need to be taken into con-
sideration. For example, American workers’ cultural orientation toward quality 
improvement differs significantly from the Japanese cultural pattern.

Unlike Japanese workers, Americans aren’t interested in making small step-by-step 

 improvements to increase quality. They want to achieve the breakthrough, the impossi-

ble dream. The way to motivate them: Ask for the big leap, rather than for tiny steps.18

Developing Cultural Intelligence  
What is your readiness to interact effectively with people from other cultures? To 
help answer that question, imagine a continuum with ethnocentrism on the low-
readiness end and cultural intelligence on the high-readiness end. Let’s explore 
these two extremes, with the goal of decreasing ethnocentrism and increasing 
 cultural intelligence.

Ethnocentrism: A Cross-Cultural Roadblock 
Ethnocentrism,  the belief  that one’s native country, culture, language, and modes 
of behavior are superior to all others, has its roots in the dawn of civilization. 
First identified as a behavioral science concept in 1906, involving the tendency 
of groups to reject outsiders,19 the term ethnocentrism generally has a more en-
compassing (national or societal) meaning today. Worldwide evidence of ethno-
centrism is plentiful. As a case in point, listen to Hiwa Assad, a former Kurdish 
guerilla fighter who lives in the city of Kirkuk in the Kurdish region of northern 
Iraq. “People in Kirkuk have two faces. . . . They sit with you and talk as if  they’re 
angels. They say, ‘I have no enemies and don’t hate other religions and nation-
alities.’ But the minute they are alone with their own sect, they are the first ones 
to insult and hate.”20 Militant ethnocentrism led to deadly “ethnic cleansing” in 
Bosnia and Kosovo and genocide in the African nations of Rwanda, Burundi, and 
the Darfur region of Sudan. 

to the point
Can cultural 
intelligence 
reduce ethno-
centrism?

LO.2

Ethnocentrism 

Belief that one’s 
native country, 

culture, language, 
and behavior are 

superior.

Figure 4–1 Cultural Influences on Organizational Behavior
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Less dramatic, but still troublesome, is ethnocentrism within managerial and 
organizational contexts. Experts on the subject framed the problem this way:

[Ethnocentric managers have] a preference for putting home-country people in key 

positions everywhere in the world and rewarding them more handsomely for work, 

along with a tendency to feel that this group is more intelligent, more capable, or 

more reliable. . . . Ethnocentrism is often not attributable to prejudice as much as to 

inexperience or lack of knowledge about foreign persons and situations. This is not 

too surprising, since most executives know far more about employees in their home 

environments. As one executive put it, “At least I understand why our own manag-

ers make mistakes. With our foreigners, I never know. The foreign managers may 

be better. But if I can’t trust a person, should I hire him or her just to prove we’re 

multinational?”21

Research suggests ethnocentrism is bad for business. A survey 
of 918 companies with home offices in the United States (272 com-
panies), Japan (309), and Europe (337) found ethnocentric staffing 
and human resource policies to be associated with increased per-
sonnel problems. Those problems included recruiting difficulties, 
high turnover rates, and lawsuits over personnel policies. Among 
the three regional samples, Japanese companies had the most eth-
nocentric human resource practices and the most international 
human resource problems.22

Current and future managers, and people in general, can ef-
fectively deal with ethnocentrism through education, greater cross-
cultural awareness, international experience, and a conscious effort 
to value cultural diversity. Fareed Zakaria, a Newsweek and CNN 
correspondent born in India, recently offered this wake-up call 
about the risks of ethnocentrism: 

 Americans speak few languages, know little about foreign cultures, and 

 remain  unconvinced that they need to rectify this. Americans rarely 

benchmark to global standards because they are sure that their way must 

be the best and most advanced. The result is that they are increasingly suspicious of the 

emerging global era. There is a growing gap between America’s worldly business elite 

and cosmopolitan class, on the one hand, and the majority of the American people, on 

the other. Without real efforts to bridge it, this divide could destroy America’s competi-

tive edge and its  political future.23

Here are a couple of positive signs: 2008 saw record numbers of foreign stu-
dents (623,805) studying in the United States and US students (241,791) studying 
abroad.24

Cultural Paradoxes Require Cultural Intelligence
An important qualification needs to be offered at this juncture. All of the cul-
tural differences in this chapter and elsewhere need to be viewed as tendencies and
patterns rather than as absolutes.25 As soon as one falls into the trap of assuming 
all Italians are this, and all Koreans will do that, and so on, potentially instructive 
generalizations become mindless stereotypes. Two professors with extensive foreign 

CNN correspondent Fareed Zakaria.
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work experience offer this advice: “As teachers, researchers, and managers in 
cross-cultural contexts, we need to recognize that our original characterizations of 
other cultures are best guesses that we need to modify as we gain more experi-
ence.”26 Consequently, they contend, we will be better prepared to deal with inevi-
table cultural paradoxes. By paradox, they mean there are always exceptions to the 
rule; individuals who do not fit the expected cultural pattern. A good example is 
the head of Canon. “By Japanese CEO standards, Canon Inc.’s Fujio Mitarai is 
something of an anomaly. For starters, he’s fast and decisive—a far cry from the 
consensus builders who typically run Japan Inc.”27 One also encounters lots of 
cultural paradoxes in large and culturally diverse nations such as the United States 
and Brazil. This is where the need for cultural intelligence arises.

Cultural intelligence, the ability to accurately interpret ambiguous cross-
cultural situations, is an important skill in today’s diverse workplaces. Two OB 
scholars explain:

A person with high cultural intelligence can somehow tease out of a person’s or group’s 

behavior those features that would be true of all people and all groups, those peculiar 

to this person or this group, and those that are neither universal nor idiosyncratic. The 

vast realm that lies between those poles is culture.28

Those interested in developing their cultural intelligence need to first polish their 
emotional intelligence, discussed in detail in Chapter 5, and then practice in un-
familiar cross-cultural situations.29 Of course, as in all human interaction, there 
is no adequate substitute for really getting to know, listen to, and care about oth-
ers. Imagine the opportunities for students to build cultural intelligence at the IE 
Business School in Madrid, Spain, ranked number 2 in BusinessWeek’s 2008 list of 
the best international MBA programs:

 . . . last year’s class of 287 included 55 nationalities. With the highest student satisfaction 

rating of all of BusinessWeek’s ranked schools, U.S. and international, IE’s student body 

is among the most diverse in the world. Rodrigo Sanchez Hidalgo, who graduated 

from the program in December, worked with classmates from 15 countries, including 

Kazakhstan and El Salvador. To help attract an even more international mix of students, 

IE recently opened marketing and admissions offices in Singapore, Dubai, Berlin, and 

Lisbon. The goal: producing graduates adept at navigating a multicultural business envi-

ronment. “This is not a melting pot where participants share a common culture,” says 

Santiago Iñiguez de Ozoño, dean of the business school.30

Understanding  Cultural Differences 
This section explores basic ways of describing and comparing cultures. As a foundation, 
we contrast high-context and low-context cultures and introduce nine cultural dimen-
sions identified in the GLOBE project. Then our attention turns to examining cross-
cultural differences in terms of individualism, time, space, and religion.

High-Context and Low-Context Cultures
This is a broadly applicable and very useful cultural distinction31 (see Figure 4–2). 
People from high-context cultures—including China, Korea, Japan, Vietnam, 
Mexico, and Arab cultures—rely heavily on situational cues for meaning when 

 Cultural 
intelligence

The ability to 
interpret ambiguous 

cross-cultural 
situations accurately.

LO.3 to the point
How can 
knowing 
about high-
context 
cultures and 
the GLOBE 
dimensions 
improve man-
agerial effec-
tiveness?

High-context 
cultures

Primary meaning 
derived from 

nonverbal situational 
cues.



Spanish Italian
English

North American

Scandinavian

Swiss

German

Low-Context

   Get down to business first

   Value expertise and performance

   Agreement by specific, legalistic contract

   Negotiations as efficient as possible

High-Context

   Establish social trust first

   Value personal relations and goodwill

   Agreement by general trust

   Negotiations slow and ritualistic

Chinese

Korean

Japanese

Vietnamese

Arab
Greek
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Figure 4–2 Contrasting High-Context and Low-Context Cultures

SOURCE: Reprinted from Business Horizons, vol. 36, No. 3, M Munter, “Cross-Cultural Communication for Managers,” p 72, © 1993, with 

permission from Elsevier.

perceiving and communicating with others. Nonverbal cues such as one’s official 
position, status, or family connections convey messages more powerfully than do 
spoken words. Take, for example, Arif  M Naqvi, a native of Pakistan doing busi-
ness in Dubai, United Arab Emirates: 

 Naqvi is an insider, doing business with some of the most influential people in the re-

gion, including Khalid bin Sultan, the son of Saudi Crown Prince Sultan. His contacts and 

experience are crucial when it comes to making deals happen; relationships are often 

more important than money in the Middle East. . . .

 It takes finesse to close a deal, as it did for Naqvi with Aramex International, a courier 

company. Fadi Ghandour, founder and CEO of Aramex, recalls a series of . . . [long, drawn-

out] lunches and dinners over several months with Naqvi.32 

Reading the Fine Print in Low-Context Cultures In low-context 

cultures, written and spoken words carry the burden of shared meanings. Low-
context cultures include those found in Germany, Switzerland, Scandinavia, North 
America, and Great Britain. True to form, Germany has precise written rules for 
even the smallest details of daily life.33 In high-context cultures, agreements tend 
to be made on the basis of someone’s word or a handshake, after a prolonged get-
acquainted and trust-building period. Low-context Americans and Canadians, at 
least those with cultural roots in Northern Europe, see the handshake as a signal 
to get a signature on a detailed, lawyer-approved, ironclad contract.

 Low-context 
cultures 

Primary meaning 
derived from 
written and spoken 
words.

go to the Web for the Group  Exercise:  Looking into a Cultural Mirror
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Avoiding Cultural Collisions Misunderstanding and miscommunica-
tion often are problems in international business dealings when the parties are 
from high- versus low-context cultures. A Mexican business professor made this 
instructive observation:

Over the years, I have noticed that across cultures there are different opinions on what 

is expected from a business report. US managers, for instance, take a pragmatic, get-

to-the-point approach, and expect reports to be concise and action-oriented. They 

don’t have time to read long explanations: “Just the facts, ma’am.”

Latin American managers will usually provide long explanations that go beyond the 

simple facts. . . .

I have a friend who is the Latin America representative for a United States firm and 

has been asked by his boss to provide regular reports on sales activities. His reports 

are long, including detailed explanations on the context in which the events he is 

reporting on occur and the possible interpretations that they might have. His boss 

regularly answers these reports with very brief messages, telling him to “cut the crap 

and get to the point!”34

Awkward situations such as this can be avoided when those on both sides 
of the context divide make good-faith attempts to understand and accommodate 
their counterparts. Here are some practical tips:

 People on both sides of the context barrier must be trained to make• 
adjustments.

 A new employee should be greeted by a group consisting of his or her boss, • 
several colleagues who have similar duties, and an individual located near 
the newcomer.

 Background information is essential when explaining anything. Include the • 
history and personalities involved.

 Do not assume the newcomer is self-reliant. Give explicit instructions not • 
only about objectives, but also about the process involved.

 High-context workers from abroad need to learn to ask questions outside • 
their department and function.

 Foreign workers must make an effort to become more self-reliant.• 35

Nine Cultural Dimensions from 
the GLOBE Project
Project GLOBE (Global Leadership and Organizational Behavior Effectiveness) 
is the brainchild of University of Pennsylvania professor Robert J House.36 It is a 
massive and ongoing attempt to “develop an empirically based theory to describe, 
understand, and predict the impact of specific cultural variables on leadership 
and organizational processes and the effectiveness of these processes.”37 GLOBE 
has evolved into a network of more than 150 scholars from 62 societies since the 
project was launched in Calgary, Canada, in 1994. Most of the researchers are na-
tive to the particular cultures they study, thus greatly enhancing the credibility of 
the project. During the first two phases of the GLOBE project, a list of nine basic 
cultural dimensions was developed and statistically validated. Translated ques-
tionnaires based on the nine dimensions were administered to thousands of man-
agers in the banking, food, and telecommunications industries around the world 
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to build a database. Results are being published on a regular basis. Much work 
and many years are needed if  the project’s goal, as stated above, is to be achieved. 
In the meantime, we have been given a comprehensive, valid, and up-to-date tool 
for better understanding cross-cultural similarities and differences.

The nine cultural dimensions from the GLOBE project are

 • Power distance. How much unequal distribution of power should there be in 
organizations and society?

 Uncertainty avoidance.•  How much should people rely on social norms and 
rules to avoid uncertainty and limit unpredictability?

 • Institutional collectivism. How much should leaders encourage and reward 
loyalty to the social unit, as opposed to the pursuit of individual goals?

 • In-group collectivism. How much pride and loyalty should individuals have 
for their family or organization?

 • Gender egalitarianism. How much effort should be put into minimizing gen-
der discrimination and role inequalities?

 • Assertiveness. How confrontational and dominant should individuals be in 
social relationships?

 • Future orientation. How much should people delay gratification by planning 
and saving for the future?

 Performance orientation.•  How much should individuals be rewarded for im-
provement and excellence?

 Humane orientation.•  How much should society encourage and reward 
people for being kind, fair, friendly, and generous?38

What about Your Culture? Take a short break from your reading and 
go to the Web to complete the Self-Exercise. It will help you better comprehend 
the nine GLOBE cultural dimensions. Can you trace your cultural profile to fam-
ily history and country of origin of your ancestors? For example, one of your 
author’s German roots are evident in his cultural profile. What are the personal 
implications of any cultural “gaps” that surfaced?

 Country Profiles and Practical Implications How do different 
countries score on the GLOBE cultural dimensions? Data from 18,000 managers 
yielded the profiles in Table 4–1.  A quick overview shows a great deal of cultural 
diversity around the world. But thanks to the nine GLOBE dimensions, we have a 
more precise understanding of how cultures vary. Closer study reveals telling cul-
tural patterns, or cultural fingerprints for nations. The US managerial sample, for 
instance, scored high on assertiveness and performance orientation. Accordingly, 
Americans are widely perceived as pushy and hardworking. Switzerland’s high 
scores on uncertainty avoidance and future orientation help explain its centuries 
of political neutrality and world-renowned banking industry. Singapore is known 
as a great place to do business because it is clean and safe and its people are 
well educated and hardworking. This is no surprise, considering Singapore’s high 
scores on social collectivism, future orientation, and performance orientation.39 

go to the Web for the Self-Exercise:  What Is Your Cultural Profile?
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In contrast, Russia’s low scores on future orientation and performance orientation 
could foreshadow a slower-than-hoped-for transition from a centrally planned 
economy to free enterprise capitalism.

As explained by business and science author Malcolm Gladwell, cultural ten-
dencies can become a life-and-death matter in hazardous occupations. Despite 
having modern aircraft and well-trained pilots, Korean Air experienced too many 
crashes during the 1990s.

 What they were struggling with was a cultural legacy, that Korean culture is hierarchical. 

You are obliged to be deferential toward your elders and superiors in a way that would 

be unimaginable in the United States. But Boeing and Airbus design modern, complex 

airplanes to be flown by two equals. That works beautifully in low-power-distance cul-

tures [like the United States, where hierarchies aren’t as relevant]. But in cultures that 

have high power distance, it’s very difficult. I use the case study of a very famous plane 

crash in Guam of Korean Air. They’re flying along, and they run into a little bit of trouble, 

the weather’s bad. The pilot makes an error, and the co-pilot doesn’t correct him. But 

once Korean Air figured out that their problem was cultural, they fixed it.40

These illustrations bring us to an important practical lesson: Knowing the cultural 
tendencies of your coworkers, foreign business partners, and competitors can give you 
a strategic competitive advantage (and even save lives in hazardous occupations).

Table 4–1  Countries Ranking Highest and Lowest on the GLOBE Cultural Dimensions

DIMENSION HIGHEST LOWEST

Power distance Morocco, Argentina, Thailand, Spain, 

 Russia

Denmark, Netherlands, South Africa—

 black sample, Israel, Costa Rica

Uncertainty avoidance Switzerland, Sweden, Germany—former 

 West, Denmark, Austria

Russia, Hungary, Bolivia, Greece, 

 Venezuela

Institutional 

 collectivism

Sweden, South Korea, Japan, Singapore, 

 Denmark

Greece, Hungary, Germany—former 

 East, Argentina, Italy

In-group collectivism Iran, India, Morocco, China, Egypt Denmark, Sweden, New Zealand,

 Netherlands, Finland

Gender 

 egalitarianism

Hungary, Poland, Slovenia, Denmark, 

 Sweden

South Korea, Egypt, Morocco, India, 

 China

Assertiveness Germany—former East, Austria, Greece, 

 US, Spain

Sweden, New Zealand, Switzerland, 

 Japan, Kuwait

Future orientation Singapore, Switzerland, Netherlands, 

 Canada—English-speaking, Denmark

Russia, Argentina, Poland, Italy, 

 Kuwait

Performance 

 orientation

Singapore, Hong Kong, New Zealand, 

 Taiwan, US

Russia, Argentina, Greece, Venezuela, 

 Italy

Humane 

 orientation

Philippines, Ireland, Malaysia, Egypt, 

 Indonesia

Germany—former West, Spain, France,

 Singapore, Brazil

SOURCE: Adapted from M Javidan, R J House, and P W Dorfman, “A Nontechnical Summary of GLOBE Findings,” in Culture, 

Leadership, and Organizations: The GLOBE Study of 62 Societies, ed R J House, P J Hanges, M Javidan, P W Dorfman, and V Gupta 

(Thousand Oaks, CA: Sage, 2004), pp 29–48.
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 Individualism versus Collectivism
Have you ever been torn between what you personally wanted and what the group, 
organization, or society expected of you? If  so, you have firsthand experience with 
a fundamental and important cultural distinction: individualism versus collectiv-
ism. This source of cultural variation—represented by two of the nine GLOBE 
dimensions—deserves a closer look. As might be expected with an extensively re-
searched topic, individualism–collectivism has many interpretations.41 Let us ex-
amine the basic concept for greater cultural awareness.

Individualistic cultures, characterized as “I” and “me” cultures, give priority to 
individual freedom and choice. Accordingly, they emphasize personal responsibil-
ity for one’s affairs. This is no small matter in an aging society:

A strong feeling of “social solidarity,” as [ Johns Hopkins University professor Gerald F ] 

Anderson sees it, makes Europeans inclined to be generous to older people, more 

willing to support them. “Their attitude is, we’re older and we’ll need some help,” he 

says. “The US attitude is, we’re all rugged individualists and we’re going to take care of 

ourselves, not others.”42

This cultural distinction was borne out in a recent survey of the quality of life 
among senior citizens in 16 industrialized nations. The Netherlands was number 
one and the United States ranked number 13.43

Collectivist cultures, oppositely called “we” and “us” cultures, rank shared 
goals higher than individual desires and goals. People in collectivist cultures are 
expected to subordinate their own wishes and goals to those of the relevant social 
unit. A worldwide survey of 30,000 managers by Trompenaars and Hampden-
Turner, who prefer the term communitarianism to collectivism, found the high-
est degree of individualism in Israel, Romania, Nigeria, Canada, and the United 
States. Countries ranking lowest in individualism—thus qualifying as collectiv-
ist cultures—were Egypt, Nepal, Mexico, India, and Japan. Brazil, China, and 
France also ended up toward the collectivist end of the scale.44

A Business Success Factor Of course, one can expect to encounter both 
individualists and collectivists in culturally diverse countries such as the United 
States. For example, imagine the frustration of Dave Murphy, a Boston-based mu-
tual fund salesperson, when he tried to get Navajo Indians in Arizona interested 
in saving money for their retirement. After several fruitless meetings with groups 
of Navajo employees, he was given this cultural insight by a local official: “If  you 
come to this environment, you have to understand that money is  different. It’s 
there to be spent. If  you have some, you help your family.”45 (This suggests Navajos 
generally would score high on in-group collectivism and low on future orientation 
on the GLOBE scale.) To traditional Navajos, enculturated as  collectivists, saving 
money is an unworthy act of selfishness. Subsequently, the sales pitch was tailored 
to emphasize the family benefits of individual retirement savings plans.

Allegiance to Whom? The Navajo example brings up an important point 
about collectivist cultures. Specifically, which unit of society predominates? For the 
Navajos, family is the key reference group. But, as Trompenaars and Hampden-Turner 
observe, important differences exist among collectivist (or communitarian) cultures:

For each single society, it is necessary to determine the group with which individuals 

have the closest identification. They could be keen to identify with their trade union, 

LO.4
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culture
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Collectivist 
culture
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community goals 
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their family, their corporation, their religion, their profession, their nation, or the state 

apparatus. The French tend to identify with la France, la famille, le cadre; the Japanese 

with the corporation; the former eastern bloc with the Communist Party; and Ireland 

with the Roman Catholic Church. Communitarian goals may be good or bad for in-

dustry depending on the community concerned, its attitude and relevance to business 

development.46

This observation validates GLOBE’s distinction between institutional and in-
group collectivism.

Cultural Perceptions of Time
In North American and Northern European cultures, time seems to be a simple 
matter. It is linear, relentlessly marching forward, never backward, in standardized 
chunks. Time-crunched Americans believe in Ben Franklin’s advice that “time is 
money.” It is spent, saved, or wasted.47 A prime example is William P Lauder, 
CEO of Esteé  Lauder Companies, the cosmetics giant. Lauder declared in a recent 
interview: “When I see people waste time, I call them on it immediately. Time is 
their greatest resource, and when it’s gone, it’s lost forever.”48 Lauder’s opposite 
is actor Johnny Depp. According to a Newsweek reporter, “He seems like a man 
who has never rushed to, or from, anywhere in his life. He is chronically late for 
interviews—sometimes four or five hours, sometimes days—but this time around 
a gentlemanly 50 minutes.”49 Kentucky-born Depp certainly doesn’t fit the stereo-
typical American who shows up 10 minutes early for appointments. When work-
ing across cultures, time becomes a very complex matter. Imagine a New Yorker’s 
chagrin when left in a waiting room for 45 minutes, only to find a Latin American 
government official dealing with three other people at once. The North American 
resents the lack of prompt and undivided attention. The Latin American official 
resents the North American’s impatience and apparent self-centeredness. This vi-
cious cycle of resentment can be explained by the distinction between monochronic 

time and polychronic time:

The former is revealed in the ordered, precise, schedule-driven use of public time that 

typifies and even caricatures efficient Northern Europeans and North Americans. The 

latter is seen in the multiple and cyclical activities and concurrent involvement with dif-

ferent people in Mediterranean, Latin American, and especially Arab cultures.50

Low-context cultures, such as in the United States, tend to run on monochronic 
time, while higher-context cultures, such as in Central America’s Costa Rica, tend 
to run on polychronic time. People in polychronic cultures view time as  flexible, 
fluid, and multidimensional. During the Islamic holy month of  Ramadan in 
Middle Eastern nations, for example, the faithful fast during daylight hours, 
and the general pace of  things markedly slows. However, economic globaliza-
tion has spawned monochronic global business practices that create exceptions 
to the rule.

 Travel guides about Spain warn tourists that because of the siesta—the tradition of a 

long break for lunch and a nap—shops and businesses may be closed for a good part 

of the afternoon. But at least in Spain’s major cities, the siesta gradually is giving way to 

the influences of globalization and work/life balance.

 Employers in Spain have been re-thinking their practice of permitting long afternoon 

breaks that extend the Spanish workday far into the evening.  The siesta can interrupt 

 Monochronic 
time

Belief that time is 
limited, precisely 
segmented, and 
schedule driven.

Polychronic time

Belief that 
time is flexible, 

multidimensional, 
and based on 

relationships and 
situations.
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Spanish companies’ dealings with other European businesses for a large portion of 

the workday. Moreover, it is becoming impractical for employees in the larger cities to 

travel home for lunch, and the length of the workday is becoming an issue for many 

employees.51

Managers need to adjust their mental clocks when doing business across cultures.

Interpersonal Space
Anthropologist Edward T Hall noticed a connection between culture and pre-
ferred interpersonal distance. People from high-context cultures were observed 
standing close when talking to someone. Low-context cultures appeared to dictate 
a greater amount of interpersonal space. Hall applied the term proxemics to the 
study of cultural expectations about interpersonal space.52 He specified four inter-
personal distance zones. Some call them space bubbles. They are intimate distance, 
personal distance, social distance, and public distance. Ranges for the four inter-
personal distance zones are illustrated in Figure 4–3, along with selected cultural 
differences.  

North American business conversations normally are conducted at about 
a three- to four-foot range, within the personal zone in Figure 4–3. A range 
of  approximately one foot is common in Latin American and Asian cultures, 
 uncomfortably close for Northern Europeans and North Americans. Some Arab 
traditionalists like to get even closer. Mismatches in culturally dictated interper-
sonal space zones can prove very distracting for the unprepared. Hall explains,

Arabs tend to get very close and breathe on you. It’s part of the high sensory involve-

ment of a high-context culture. . . .

The American on the receiving end can’t identify all the sources of his discomfort 

but feels that the Arab is pushy. The Arab comes close, the American backs up. The 

Arab follows, because he can only interact at certain distances. Once the American 

learns that Arabs handle space differently and that breathing on people is a form of 

communication, the situation can sometimes be redefined so the American relaxes.53

Proxemics

Hall’s term for the 
study of cultural 
expectations about 
interpersonal space.

Figure 4–3 Interpersonal Distance Zones for Business Conversations Vary 

from Culture to Culture
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ethics

Asian and Middle-Eastern hosts grow weary of having to seemingly chase their 
low-context guests around at social gatherings to maintain what they feel is proper 
conversational range. Backing up all evening to keep conversational partners at 
a proper distance is an awkward experience as well. Awareness of cultural differ-
ences, along with skillful accommodation, are essential to productive intercultural 
business dealings.

Religion
Religious beliefs and practices can have a profound effect on cross-cultural rela-
tions (see the Real World/Real People feature above).  A comprehensive treatment 
of different religions is beyond the scope of our current discussion.54 However, 
we can examine the relationship between religious affiliation and  work-related 
values. A study of 484 international students at a Midwestern US university un-
covered wide variability. The following list gives the most important work-related 
value for each of five religious affiliations:

 Catholic—Consideration (“Concern that employees be taken seriously, be kept 
informed, and that their judgments be used.”)

 Protestant—Employer effectiveness (“Desire to work for a company that is 
efficient, successful, and a technological leader.”)

 Buddhist—Social responsibility (“Concern that the employer be a responsible 
part of society.”)

 Muslim—Continuity (“Desire for stable environment, job longevity, reduction 
of uncertainty.”)

When a Navajo woman delivers a baby at Banner Page 

Hospital in northern Arizona, she invites her entire 

family—often more than 10 people—into the birth-

ing room. She may give birth squatting, as is custom 

among Native Americans. A medicine man will offer 

ancient prayers and herbs for the mother to ease 

childbirth. After the baby is delivered, nurses will save 

the placenta so the family can take it home and bury 

it in a sacred place. 

 In this desert town flanked by canyons and Lake 

Powell, traditional Navajo healing is merging with mod-

ern medicine. The hospital’s Native American Cultural 

Committee, formed in 2002, is working toward an 

inclusive medical community by tackling the cultural 

sensitivities of the Navajo people, many of whom are 

wary of modern medicine.

 [According to the head of the hospital’s Native 

American Cultural Committee,] “You have to consider 

the entire person, family and culture. ”   

As a hospital administrator, what business and 
ethical arguments would you offer to defend 
this accommodation to Navajo traditions?

SOURCE: Excerpted from A Haupt, “Hospital Honors its Navajo Ties,” 

USA Today,  August 18, 2008, p 10B. 

 Arizona Hospital Blends Modern Medicine with Navajo Traditions

 REAL WORLD | real people
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 No religious preference—Professional challenge (“Concern with having a job 
that provides learning opportunities and opportunities to use skills well.”)55

Thus, there was virtually no agreement across religions about the primary work 
value. This led the researchers to conclude: “Employers might be wise to  consider 
the impact that religious differences (and more broadly, cultural factors) appear 
to have on the values of  employee groups.”56 Of course, in the United States and 
other selected countries, equal employment opportunity laws forbid  managers from 
basing employment-related decisions on an applicant’s religious preference .

Practical Insights from Cross-Cultural 
Management Research 
Nancy Adler, an international OB specialist at Canada’s McGill University, has 
offered the following definition: “Cross-cultural management explains the behavior 
of people in organizations around the world and shows people how to work in or-
ganizations with employee and client populations from many different cultures.”57 
Historically, cross-cultural management research has focused almost exclusively 
on cultural differences. One researcher, troubled by inappropriate cross-cultural 
comparisons, recently called this approach “comparing chopsticks with forks.”58 
But GLOBE researchers Mansour Javidan and Robert J House recommend study-
ing similarities as well as differences. They believe tracking cultural similarities 
will help us judge how applicable specific management practices are in foreign 
cultures. “For example, leadership theories developed in the US are probably more 
easily generalizable to UK managers (another member of the Anglo cluster) than 
to managers in an Arab country.”59 In this section we will examine two differ-
ent streams of cross-cultural management research. Both offer useful lessons for 
 today’s managers.

 The Hofstede Study: How Well Do US 
Management Theories Apply in Other 
Countries?

The short answer to this important question: not very well. This answer de-
rives from a landmark study conducted 30 years ago by Dutch researcher Geert 
Hofstede. His unique cross-cultural comparison of 116,000 IBM employees from 
53 countries worldwide focused on four cultural dimensions:

   • Power distance. How much inequality does someone expect in social 
 situations?

 Individualism–collectivism.•  How loosely or closely is the person socially bonded?

 Masculinity–femininity.•  Does the person embrace stereotypically 
 competitive, performance-oriented masculine traits or nurturing, 
relationship- oriented feminine traits?

 Uncertainty avoidance. • How strongly does the person desire highly 
 structured situations?

to the point
Is American-
style leader-
ship effective 
worldwide?  

Cross-cultural 
management

Understanding and 
teaching behavioral 
patterns in different 
cultures.

LO.5



110 Part One The World of Organizational Behavior

The US sample ranked relatively 
low on power distance, very high 
on individualism, moderately high 
on masculinity, and low on uncer-
tainty avoidance.60

The high degree of variation 
among cultures led Hofstede 
to two major conclusions: 
(1) Management theories and 
practices need to be adapted to 
local cultures. This is particularly 
true for made-in-America man-
agement theories (e.g., Maslow’s 
need hierarchy) and Japanese 
team management practices. 
There is no one best way to man-
age across cultures.61 (2) Cultural 
arrogance is a luxury individu-
als, companies, and nations can 
no longer afford in a global 
economy. 

Leadership  Lessons from the 
GLOBE Project

In phase 2, the GLOBE researchers set out to discover which, if  any, attributes of 
leadership were universally liked or disliked. They surveyed 17,000 middle man-
agers working for 951 organizations across 62 countries. Their results, summa-
rized in  Table 4–2, have important implications for trainers and present and future 
global managers.62 Visionary and inspirational charismatic leaders who are good 
team builders generally do the best. On the other hand, self-centered leaders seen 
as loners or face-savers generally receive a poor reception worldwide. (See Chapter 
16 for a comprehensive treatment of leadership.) Local and foreign managers who 
heed these results are still advised to use a contingency approach to leadership 
after using their cultural intelligence to read the local people and culture. David 
Whitwam, the longtime CEO of appliance maker Whirlpool, frames the challenge 
this way:

Leading a company today is different from the 1980s and ’90s, especially in a global 

company. It requires a new set of competencies. Bureaucratic structures don’t work 

anymore. You have to take the command-and-control types out of the system. You 

need to allow and encourage broad-based involvement in the company. Especially 

in consumer kinds of companies, we need a diverse workforce with diverse leader-

ship. You need strong regional leadership that lives in the culture. We have a North 

American running the North American business, and a Latin American running the 

Latin American business.63

LO.6

Welcome to the Gateway Language Village, a total-immersion English-language school 

in Zhuhai, China. Students from China and elsewhere are forbidden to converse in 

anything but English when they set foot on campus. GLV was founded by Ping Hong, 

who grew up in China and holds a master’s degree from Purdue University in the 

United States. He and his Colombian wife have a boy and a girl who speak Chinese, 

Spanish, and English. They will be well-equipped to succeed in the global economy. 
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Preparing Employees for Successful 
Foreign Assignments  
As the reach of global companies continues to grow, many opportunities for living 
and working in foreign countries will arise. Imagine, for example, the opportunities 
for foreign duty and cross-cultural experiences at Siemens, the German electronics 
giant. “While Siemens’ corporate headquarters is near Munich, nearly 80% of the 

to the point 
What does 
it take to 
succeed on 
a foreign 
assignment?

Table 4   –2 Leadership Attributes Universally Liked and Disliked across 

62 Nations

UNIVERSALLY POSITIVE LEADER ATTRIBUTES UNIVERSALLY NEGATIVE LEADER ATTRIBUTES

Trustworthy

Just

Honest

Foresight

Plans ahead

Encouraging

Positive

Dynamic

Motive arouser

Confidence builder

Motivational

Dependable

Intelligent

Decisive

Effective bargainer

Win–win problem solver

Administrative skilled

Communicative

Informed

Coordinator

Team builder

Excellence oriented

Loner

Asocial

Noncooperative

Irritable

Nonexplicit

Egocentric

Ruthless

Dictatorial

SOURCE: Excerpted and adapted from P W Dorfman, P J Hanges, and F C Brodbeck, “Leadership and 

Cultural Variation: The Identification of Culturally Endorsed Leadership Profiles,” in Culture, Leadership, 

and Organizations: The GLOBE Study of 62 Societies, ed R J House, P J Hanges, M Javidan, P W Dorfman, 

and V Gupta (Thousand Oaks, CA: Sage, 2004), Tables 21.2 and 21.3, pp 677–78.

go to the Web for the Self-Exercise: How Do Your Work Goals Compare 
Internationally?
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firm’s business is international. Worldwide the company has 470,000 employees, 
including 75,000 in the United States and 25,000 in China.”64 Siemens and other 
global players need a vibrant and growing cadre of employees who are willing and 
able to do business across cultures.65 Jack and Suzy Welch, in their BusinessWeek 
column, recently offered this view of the next ten years: “There’s gold in them-
thar hills for any experienced manager who’s got the ambition, interest, and global 
mind-set to work abroad for several years.”66 Thus, the purpose of this final section 
is to help you prepare yourself  and others to work successfully in foreign countries, 
because a foreign assignment can be a real résumé builder these days. 

Why  Do US Expatriates Fail 
on Foreign Assignments?

As we use the term here, expatriate refers to anyone living or working outside 
their home country. Hence, they are said to be expatriated when transferred to 
another country and repatriated when transferred back home. Reliable statistics 
of how many Americans, both civilian and military, are presently working outside 
the country are not available, although it is certainly in the millions. We do know 
that only 27% of US citizens hold a valid passport (compared to 40% in Canada, 
64% in the United Kingdom, and 90% in Germany).67 This rough indicator of 
low global engagement helps explain why Americans are commonly character-
ized as cross-culturally inept and prone to failure on international assignments. 
Research supports this view. A pair of international management experts offered 
this  assessment:

Over the past decade, we have studied the management of expatriates at about 

750 US, European, and Japanese companies. We asked both the expatriates themselves 

and the executives who sent them abroad to evaluate their experiences. In addition, 

we looked at what happened after expatriates returned home. . . .

Overall, the results of our research were alarming. We found that between 10% 

and 20% of all US managers sent abroad returned early because of job dissatisfaction 

or difficulties in adjusting to a foreign country. Of those who stayed for the dura-

tion, nearly one-third did not perform up to the expectations of their superiors. And 

perhaps most problematic, one-fourth of those who completed an assignment left 

their company, often to join a competitor, within one year after repatriation. That’s a 

turnover rate double that of managers who did not go abroad.68

A more recent study of why expatriate employees returned home early found 
the situation to be slowly improving. Still, personal and family adjustment problems 
(36.6%) and homesickness (31%) were found to be major stumbling blocks for 
American managers working in foreign countries.69 A survey asking 72 human 
resource managers at multinational corporations to identify the most important 
success factor in a foreign assignment provided this insight: “Nearly 35% said cul-
tural adaptability: patience, flexibility, and tolerance for others’ beliefs.”70

US multinational companies clearly need to do a better job of  preparing 
employees and their families for foreign assignments, particularly in light of  the 
high costs involved:

The tab for sending an executive who earns $160,000 in the US, plus a spouse and two 

children, to India for two years is about $900,000, says Jacqui Hauser, vice president of 

consulting services for Cendant Mobility, a relocation-services firm in Danbury, Conn. 

LO.7

Expatriate

Anyone living or 
working in a foreign 

country.
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This includes housing and cost-of-living allowances, foreign- and hardship-pay  premiums, 

tax-assistance, education and car allowances and paid transportation home each year 

for the entire family.71

A  Bright Spot: North American Women 
on Foreign Assignments

Historically, a woman from the United States or Canada on a foreign assignment 
was a rarity. Things are changing, albeit slowly. A review of research evidence and 
anecdotal accounts uncovered these insights:

 The proportion of corporate women from North America on foreign assign-• 
ments grew from about 3% in the early 1980s to between 11% and 15% in 
recent years.

 Self-disqualification and management’s assumption that women would • 
not be welcome in foreign cultures—not foreign prejudice, itself—are the 
 primary barriers for potential female expatriates.

 Expatriate North American women are viewed first and foremost by their • 
hosts as being foreigners, and only secondarily as being female.

 North American women have a very high success rate on foreign assignments.• 72

Considering the rapidly growing demand for global managers today,73 self-
disqualification by women and management’s prejudicial policies are counterpro-
ductive. For their part, women and others who desire a foreign assignment need 
to be proactive by becoming culturally intelligent and announcing their desire for 
a foreign assignment. The CEO of tobacco giant Reynolds American is a good 
case in point: “Susan Ivey says her big break came in 1990, when she was asked 
to take an overseas assignment and given 48 hours to decide. She went for it. The 
experience, Ivey says, was ‘broadening in every way.’ ”74 When Irene Rosenfeld, 
CEO of Kraft Foods, was asked about her best decision, she said: “My move to 
Canada in 1996 was a terrific growth opportunity. All my direct reports were very 
experienced men who had never worked for a woman before. The team was not 
wild about Americans either. . . . I really learned the difference between managing 
and leading.”75

 Avoiding  OB Trouble Spots 
 in Foreign Assignments

Finding the right person (often along with a supportive and adventurous family) 
for a foreign position is a complex, time-consuming, and costly process.76 For 
our purposes, it is sufficient to narrow the focus to common OB trouble spots 
in the foreign assignment cycle. As illustrated in Figure 4–4, the first and last 
stages of  the cycle occur at home. The middle two stages occur in the foreign 
or host country. Each stage hides an OB-related trouble spot that needs to be 
anticipated and neutralized. Otherwise, the bill for another failed foreign assign-
ment will grow.

Avoiding Unrealistic Expectations with Cross-Cultural Training  
Realistic job previews (RJPs) have proven effective at bringing people’s unrealis-
tic expectations about a pending job assignment down to earth by providing a 

LO.8

LO.9
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 Figure 4–4 The Foreign Assignment Cycle (with OB Trouble Spots)

realistic balance of  good and bad news. People with realistic expectations tend 
to quit less often and be more satisfied than those with unrealistic expectations. 
RJPs are a must for future expatriates. In addition, cross-cultural training is re-
quired. (For training tips in different cultures, see the Real World/Real People 
feature on page 115.)  

Cross-cultural training is any type of structured experience designed to help 
departing employees adjust to a foreign culture. The trend is toward more such 
training in the United States. But there is a great deal of room for improvement, 
as indicated by the results of a Training magazine survey. Only 12% rated cross-
cultural/diversity training as “very important” for preparing employees for in-
ternational assignments.77 Experts believe that cross-cultural training, although 
costly, is less expensive than failed foreign assignments. Programs vary widely in 
type and also in rigor. Of course, the greater the difficulty, the greater the time and 
expense:

 Easiest. • Predeparture training is limited to informational materials, including 
books, lectures, films, videos, and Internet searches.

 Moderately difficult. • Experiential training is conducted through case studies, 
role playing, simulations, and introductory language instruction.

 Most difficult. • Departing employees are given some combination of the 
 preceding methods plus comprehensive language instruction and field 
 experience in the target culture. As an example of the latter, PepsiCo Inc. 
transfers “about 25 young foreign managers a year to the US for one-year 
assignments in bottling plants.”78

Which approach is the best? Research to date does not offer a final answer. 
One study involving US employees in South Korea led the researcher to recom-
mend a combination of informational and experiential predeparture training.79 As 
a  general rule of thumb, the more rigorous the cross-cultural training, the better. 

Cross-cultural 
training

Structured 
experiences to help 

people adjust to a 
new culture/country.
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Ideally, trainees should walk away with the nine cross-cultural competencies in 
Table 4–3. 

Our personal experience with teaching OB to foreign students both in the United 
States and around the world reminds us there really is no substitute for an intimate 
knowledge of the local culture, language, customs, and etiquette. A good example is 
Jeremy Shepherd, owner of Pearl Paradise, a Santa Monica, California, online jew-
elry business. “[He] speaks the Chinese Mandarin dialect, buys directly from pearl 
farmers in China and cuts out the middleman. That lets him sell  high-quality pearls 
at lower prices to everyone from college students to investment bankers.”80 Who 

Brazil
 Building  personal relationships is key in Brazilian • 

culture, so talk about yourself.

Time is much more event oriented in Brazil. In • 

terms of personal space, program participants 

who approach you during class activities may stand 

much closer to you than you are used to. Power 

is accepted and respected. Those who have high 

status positions are not questioned, even when the 

individual has doubts about a stance taken. . . . What 

may seem like fighting or arguing to a trainer [dur-

ing group discussions] is normal communication 

behavior in Brazil.*

China
Trainees expect the trainer to lead the class as • 

the expert, and lecture is the preferred delivery 

method.

Harmony and order are valued in China. Your train-• 

ees do not want to stand out. Make sure not to 

highlight the performance of any one individual. This 

praise could cause the individual and class to feel 

uncomfortable.

Although China is a group-oriented culture, try • 

to minimize your use of small group discussions. 

There is a belief that learning is more powerful 

when the knowledge comes from the trainer as 

opposed to the trainees.

Because relationships are critical in this culture, • 

[right at the start] tell your trainees about your-

self and your organization.**

France
Although English is the predominant business lan-• 

guage in France, a trainer’s credibility is  dependent 

on his/her mastery of the French language, and train-

ing delivery in French is preferred. The same applies 

for all support material (books, evaluation forms, mul-

timedia, etc.), Videos should be in French or contain 

French subtitles.

Participants seek the intellectual stimulation of • 

debate and exchange. Provide ample time for discus-

sions, and be flexible with your program.

Expect to be continuously challenged. The relatively • 

direct communication style of French audiences can 

be perceived as confrontational. However, please note 

that the challenge is a positive sign, as it reveals the 

participants’ passionate interest in the subject.***

What cultural dimensions discussed in this chap-
ter are evident in these training tips? Explain.

 SOURCES: *Excerpted from N Orkin, “Focus on Brazil,” Training, 

May 2008, p 20. **Excerpted from N Orkin, “Focus on China,” Training, 

July–August 2008, p 18. ***Excerpted from K Blanchard-Cattarossi and 

S Redrupp, “Focus on France,” Training, January 2009, p 18.

Training Needs to Fit the Local Culture

 REAL WORLD | real people
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will likely have the language advantage as the global economy evolves, given these 
recent figures? According to the US Department of Education, 24,000 American 
children are studying Chinese, while 200 million Chinese are studying English.81 
Meanwhile, nearly 81% of all Americans speak only English.82

Avoiding Culture Shock Have you ever been in a totally unfamiliar situ-
ation and felt disoriented and perhaps a bit frightened? If  so, you already know 
something about culture shock. According to anthropologists, culture shock in-
volves anxiety and doubt caused by an overload of unfamiliar expectations and 
social cues.83 College freshmen often experience a variation of culture shock. An 
expatriate manager, or family member, may be thrown off balance by an avalanche 
of strange sights, sounds, and behaviors. Among them may be unreadable road 
signs, strange-tasting food, inability to use your left hand for social activities (in 
Islamic countries, the left hand is the toilet hand), or failure to get a laugh with 
your surefire joke. For the expatriate manager trying to concentrate on the fine 
details of a business negotiation, culture shock is more than an embarrassing in-
convenience. It is a disaster! Like the confused college freshman who quits and 
goes home, culture-shocked employees often panic and go home early.

The best defense against culture shock is comprehensive cross-cultural 
 training, including intensive language study. Once again, the best way to pick up 
subtle—yet important—social cues is via the local language.

Support during the Foreign Assignment Especially during the 
first six months, when everything is so new to the expatriate, a support system 
needs to be in place.84 Host-country sponsors, assigned to individual managers or 

 Culture shock

Anxiety and 
doubt caused by 

an overload of 
new expectations 

and cues.

Table 4–3 Key Cross-Cultural Competencies

CROSS-CULTURAL 
COMPETENCY CLUSTER KNOWLEDGE OR SKILL REQUIRED

Building relationships Ability to gain access to and maintain relationships with members of host culture

Valuing people of 

  different cultures

Empathy for difference; sensitivity to diversity

Listening and 

  observation

Knows cultural history and reasons for certain cultural actions and customs

Coping with ambiguity Recognizes and interprets implicit behavior, especially nonverbal cues

Translating complex 

 information

Knowledge of local language, symbols or other forms of verbal language, and 

 written language

Taking action and 

  initiative

Understands intended and potentially unintended consequences of actions

Managing others Ability to manage details of a job including  maintaining cohesion in a group

Adaptability and 

  flexibility

Views change from multiple perspectives

Managing stress Understands own and other’s mood, emotions, and personality

SOURCE: Excerpted from Y Yamazaki and D C Kayes, “An Experiential Approach to Cross-Cultural Learning:   A Review and Integration 

of Competencies for Successful Expatriate Adaptation,” Academy of Management Learning and Education, December 2004, Table 2, p 372.
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families, are recommended because they serve as “cultural seeing-eye dogs.” In a 
foreign country, where even the smallest errand can turn into an utterly exhausting 
 production, sponsors can get things done quickly because they know the cultural 
and geographical territory. Honda’s Ohio employees, for example, enjoyed the 
help of family sponsors when training in Japan:

 Honda smoothed the way with Japanese wives who once lived in the US. They handled 

emergencies such as when Diana Jett’s daughter Ashley needed stitches in her chin. 

When task force senior manager Kim Smalley’s daughter, desperate to fit in at elemen-

tary school, had to have a precisely shaped bag for her harmonica, a Japanese volunteer 

stayed up late to make it.85

Avoiding Reentry Shock Strange as it may seem, many otherwise success-
ful expatriate managers encounter their first major difficulty only after their for-
eign assignment is over. Why? Returning to one’s native culture is taken for granted 
because it seems so routine and ordinary. But having adjusted to another country’s 
way of doing things for an extended period of time can put one’s own culture and 
surroundings in a strange new light. Three areas for potential reentry shock are 
work, social activities, and general environment (e.g., politics, climate, transporta-
tion, food). Ira Caplan’s return to New York City exemplifies reentry shock:

 During the past 12 years, living mostly in Japan, he and his wife had spent their vacations 

cruising the Nile or trekking in Nepal. They hadn’t seen much of the US. They are getting 

an eyeful now. . . .

Prices astonish him. The obsession with crime unnerves him. What unsettles 

Mr Caplan more, though, is how much of himself he has left behind.

In a syndrome of return no less stressful than that of departure, he feels displaced, 

disregarded, and diminished. . . .

In an Italian restaurant, crowded at lunchtime, the waiter sets a bowl of linguine 

in front of him. Mr Caplan stares at it.“In Asia, we have smaller portions and smaller 

people,” he says.

Asia is on his mind. He has spent years cultivating an expertise in a region of huge 

importance. So what? This is New York.86

Work-related adjustments were found to be a major problem for samples of 
repatriated Finnish, Japanese, and American employees.87 Upon being repatri-
ated, a 12-year veteran of one US company said: “Our organizational culture was 
turned upside down. We now have a different strategic focus, different ‘tools’ to get 
the job done, and different buzzwords to make it happen. I had to learn a whole 
new corporate ‘language.’ ”88 Reentry shock can be reduced through employee ca-
reer counseling and home-country sponsors. Simply being aware of the problem 
of reentry shock is a big step toward effectively dealing with it.89

Overall, the key to a successful foreign assignment is making it a well- integrated 
link in a career chain rather than treating it as an isolated adventure.

Define the term 1. culture, and explain how societal culture 

and organizational culture combine to influence on-the-

job behavior. Culture is a set of beliefs and values about 

what is desirable and undesirable in a community of 

people, and a set of formal or informal practices to 

support the values. Culture has both prescriptive and 

Summary of Key Concepts
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Culture, 96

Ethnocentrism, 98

Cultural intelligence, 100

High-context cultures, 100 

Low-context cultures, 101

Individualistic culture, 105

Key Terms

descriptive elements and involves taken-for-granted 

assumptions about how to think, act, and feel. Culture 

overrides national boundaries. Key aspects of societal 

culture, such as customs and language, are brought to 

work by the individual. Working together, societal and 

organizational culture influence the person’s values, 

ethics, attitudes, and expectations.

Define 2. ethnocentrism, and explain how to develop cul-

tural intelligence. Ethnocentrism is the belief  that one’s 

native culture, language, and ways of doing things are 

superior to all others. Cultural intelligence, the ability 

to interpret ambiguous cross-cultural situations, is an 

extension of emotional intelligence (discussed in Chap-

ter 5). It can be developed through comprehensive 

experience with foreign people and cultures. 

Distinguish between high-context and low-context cul-3. 

tures and identify and describe the nine cultural dimen-

sions from Project GLOBE. People from low-context 

cultures infer relatively less from situational cues and ex-

tract more meaning from spoken and written words. In 

high-context cultures such as China and Japan, manag-

ers prefer slow negotiations and trust-building meetings, 

which tend to frustrate low-context Northern Europe-

ans and North Americans who prefer to get right down 

to business. The nine GLOBE cultural dimensions are: 

(1) Power distance—How equally should power be dis-

tributed? (2) Uncertainty avoidance—How much should 

social norms and rules reduce uncertainty and unpre-

dictability? (3) Institutional collectivism—How much 

should loyalty to the social unit override individual 

interests? (4) In-group collectivism—How strong should 

one’s loyalty be to family or organization? (5) Gender 

egalitarianism—How much should gender discrimina-

tion and role inequalities be minimized? (6) Assertive-

ness—How confrontational and dominant should one 

be in social relationships? (7) Future orientation—How 

much should one delay gratification by planning and 

saving for the future? (8) Performance orientation—

How much should individuals be rewarded for improve-

ment and excellence? (9) Humane orientation—How 

much should individuals be rewarded for being kind, 

fair, friendly, and generous?

Distinguish between individualistic and collectivist cul-4. 

tures, and explain the difference between monochronic 

and polychronic cultures. People in individualistic 

cultures think primarily in terms of “I” and “me” and 

place a high value on freedom and personal choice. 

Collectivist cultures teach people to be “we” and “us” 

oriented and to subordinate personal wishes and 

goals to the interests of the relevant social unit (such 

as family, group, organization, or society). People in 

monochronic cultures are schedule driven and prefer to 

do one thing at a time. To them, time is like money; it 

is spent wisely or wasted. In polychronic cultures, there 

is a tendency to do many things at once and to perceive 

time as flexible and multidimensional. Polychronic 

people view monochronic people as being too preoc-

cupied with time.

Specify the practical lesson from the Hofstede cross-5. 

 cultural study. There is no one best way to manage 

across cultures. Management theories and practices 

need to be adapted to the local culture.

Explain what Project GLOBE researchers discovered 6. 

about leadership. Across 62 cultures, they identi-

fied leader attributes that are universally liked and 

universally disliked. The universally liked leader 

attributes—including trustworthy, dynamic, motive 

arouser, decisive, and intelligent—are associated with 

the charismatic/transformational leadership style 

that is widely applicable. Universally disliked leader 

attributes—such as noncooperative, irritable, egocen-

tric, and dictatorial—should be avoided in all cultures.

Explain why US managers have a comparatively high 7. 

failure rate on foreign assignments. American expatri-

ates are troubled by personal and family adjustment 

problems and homesickness. A great deal of  money 

is wasted when expatriates come home early. More 

extensive cross-cultural training is needed.

Summarize the research findings about North American 8. 

women on foreign assignments. The number of North 

American women on foreign assignments is still small, 

but growing. Self-disqualification and prejudicial home-

country supervisors and staffing policies are largely to 

blame. Foreigners tend to view North American women 

primarily as foreigners and secondarily as women. 

North American women have a high success rate on 

foreign assignments. Foreign language skills, a strong 

and formally announced desire, foreign experience, 

networking, family and supervisory support, and vis-

ibility with upper management can increase the chances 

of getting a desired foreign assignment for both women 

and men.

Identify four stages of the foreign assignment cycle and 9. 

the OB trouble spot associated with each stage. Stages 

of the foreign assignment cycle (with OB trouble spots) 

are (1) selection and training (unrealistic expectations); 

(2) arrival and adjustment (culture shock); (3) settling 

in and acculturating (lack of support); and (4) return-

ing home and adjusting (reentry shock).
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 It’s All About Face-to-Face90

OB in Action Case Study

 Some road warriors fly commer-
cial. Others take the corporate jet. 

Some pack their own bags. Others keep complete ward-
robes in major cities. Some work through the entire 
plane ride. Others sleep. But if  there is one thing these 
globetrotters agree on, it’s that there is no substitute for 
face time—with the Abu Dhabi moneyman who holds 
the key to the future; with the underling who is AWOL 
on e-mail; with the spouse and kids, who have been a 
little sullen and exasperated of late. 

Schmoozing, humoring, hammering the table—all 
must be done in person. “I don’t want to sound like 
a whirling dervish,” says Paul Calello, Credit Suisse’s 
(CS) investment banking chief. “But in a global world 
you have to get in front of your employees, spend time 
with your clients, and show commitment when it comes 
to joint ventures, mergers, and alliances. The key is 
thoughtful travel—traveling when necessary.” 

Yes, many predicted the end of face time. But, para-
doxically, the great work diaspora unleashed by tech-
nology is making physical connection all the more 
important. As companies open more outposts in more 
emerging markets, the need to gather intensifies. That’s 
why executives increasingly feel the inhuman pull of 
having to be in two, three, four places at one time. The 
road warrior’s art is all about finessing the strategic cal-
culation of where to be when; of what bets to make with 
one’s time. How do road warriors do this? By knowing 
cultures, organizations, and who has the power. Their 
jobs may be global, but their understanding must be 
local. It’s not just companies’ operations that have got-
ten bigger. So have these jobs. 

Not so long ago it seemed as though technology 
might make business travel, if  not obsolete, then a 
whole lot rarer. We’re not talking about teleporting—
just simple things like smartphones, corporate wikis, 
and videoconferencing. Coca-Cola’s president and 
CEO-designate, Muhtar Kent, has been flying around 
the globe for Coke since the late 1970s. “I thought 
10 or 15 years ago when the concept of  videoconfer-
encing first came out that it’s really going to take the 
place of  travel,” he recalls. Of  course that didn’t hap-
pen, and he now spends about 150 days a year in the 
corporate jet. 

Outreach Pays
Kent considers travel key to meeting new people who 
might one day prove useful. Several years ago, he was 
eager to open a bottling plant in Albania but frustrated 
that Coke couldn’t get the approvals it needed from the 
rudderless young government. A friend urged Kent to 
visit a doctor who was well-versed in local politics. He 
found the man’s patients sitting on tangerine boxes be-
cause there were no chairs in the waiting room. “I’m 
interested in investing in your country,” Kent recalls 
saying during the chat. Three years later, the doctor was 
Albania’s first elected president, and 24 months after that 
Coke opened its first bottling plant in the country. The 
doctor-turned-president, Sali Berisha, cut the ribbon. 

Kent has never forgotten the lesson. More recently, 
Coke was hoping to win the rights to the Vitaminwater 
brand from Glacéau, the U.S. beverage maker known 
for its so-called enhanced waters. Kent knew one of the 
company’s minority owners was Ratan Tata of Tata 
Group. He’d never met Tata. So during a business trip 
to India, Kent requested a dinner with him—no agenda, 
just to get to know each other, he said. Oh, and by the 
way, was it O.K. to bring along a Glacéau executive? It 
was. “And 72 days later, we closed the deal.” 

Meeting the right people is all very well, but road 
warriors who haven’t done their homework on the local 
potentate can run into big problems. Few understand 
this better than Bill Roedy, the chief  of MTV Networks 
International. His job requires getting often risqué pro-
gramming into as many countries as he can without of-
fending local sensibilities. A history enthusiast, Roedy is 
pretty good at figuring out the local scene. Yet he found 
himself  with a rare case of butterflies in mid-September 
as his flight from London was set to touch down in the 
Saudi Arabian city of Jiddah. Roedy was in town to per-
suade the mayor of Mecca to give his blessing to MTV 
Arabia, the network’s biggest global launch, which had 
the potential to reach 200 million Arabs across the 
region. “Presidents and sheiks don’t normally watch 
MTV, so we have to help them overcome stereotypical 
views they have,” says Roedy. “Nobody was more im-
portant than the mayor of Mecca, the religious center 
of Islam. We had to get it right.” 
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Despite a hectic schedule that included trips to 
Budapest (to launch MTV Hungary), Prague (to at-
tend a sales meeting), and New York (to discuss . . . 
budgets), Roedy carved out as much time in Saudi 
Arabia as he could. While there he attended recording 
sessions with the Arab rappers Jeddah Legends, where 
he learned that their lyrics tended to be about family 
and religion—themes that he would draw on during his 
meeting with the mayor of Mecca. 

Finally the day arrived, and Roedy found himself  pro-
viding assurances to a barrage of questions: Will there 
be opportunities to educate young people? (Yes.) Will 
there be a regular call to prayer? (Yes.) And, of course, 
there will be no skin, right, Mr. Roedy? (Correct.) To 
help seal the deal, Roedy attended an elaborate din-
ner in tents by the Red Sea. Ten days later, back at his 
London base, Roedy learned MTV Arabia could launch 
as scheduled in November. “Those meetings were cru-
cial,” he says. 

Mark Sullivan, CEO of WhittmanHart Consulting, 
which advises clients about information management, 
flies up to 300,000 miles a year and knows well the 
strain constant travel can put on a family. “My profes-
sion is riddled with failed marriages, broken families, 
and people who get swept up with the lifestyle,” he says. 

Sullivan remains a road warrior for one reason: face 
time with his employees. About a year ago the firm’s 
popular founder died. Sullivan, then president, knew 
voice messages, e-mail blasts, and memos wouldn’t do. 
So he and two board members hopped on a plane and 
in two weeks traveled to nine offices around the U.S. 
to console bereft employees. “They needed a chance to 
swing away at you, to air concerns,” says Sullivan. “If  
it’s urgent, you’ve got to be physically there.” 

Questions for Discussion
If  someone was under the impression that modern 1. 

information and communication technology would 
significantly reduce the need for foreign business 
travel, how would you explain the real-life situation 
to them, based on what you just read?

Is face-to-face communication more important in 2. 

high-context or low-context cultures? Explain.

Which of the cross-cultural competencies listed in 3. 

Table 4–3 are evident in this case study? Explain.

Based on what you just read, are you more or less 4. 

interested in getting a foreign assignment someday? 
Explain.

Ethical Dilemma

3M Tries to Make a Difference in Russia91

Russian managers aren’t inclined . . . to reward people 
for improved performance. They spurn making invest-
ments for the future in favor of realizing immediate 
gains. They avoid establishing consistent business prac-
tices that can reduce uncertainty. Add in the country’s 
high political risk and level of corruption, and it’s no 
wonder that many multinationals have all but given up 
on Russia. . . .

The Russian business environment can be corrupt 
and dangerous; bribes and protection money are facts 
of life. But unlike many international companies, which 
try to distance themselves from such practices by simply 
banning them, 3M Russia actively promotes not only 
ethical behavior but also the personal security of its 
 employees. . . .

3M Russia also strives to differentiate itself  from com-
petitors by being an ethical leader. For example, it holds 
training courses in business ethics for its customers.

Should 3M Export Its American Ethical 
Standards to Russia?

If  3M doesn’t like the way things are done in 1. 

Russia, it shouldn't do business there. Explain your 
rationale.

3M should do business in Russia but not meddle 2. 

in Russian culture. “When in Russia, do things the 
Russian way.” Explain your rationale.

3M has a basic moral responsibility to improve the 3. 

ethical climate in foreign countries where it does 
business. Explain your rationale.

3M should find a practical middle ground between 4. 

the American and Russian ways of doing business. 
How should that happen?

Invent other options. Discuss.5. 

Web Resources

For study material and exercises that apply to this chapter, visit our Web site, 

www.mhhe.com/kreitner
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Chapter 5
Key Individual Differences 
and the Road to Success 

LEARNING OBJECTIVES

When you finish studying the material in this chapter, you should be able to:

 Define self-esteem, and explain how it can be improved with Branden’s 

six pillars of self-esteem.

 Define self-efficacy, and explain its sources.

 Contrast high and low self-monitoring individuals, and discuss the ethical 

implications of organizational identification.

 Identify and describe the Big Five personality dimensions, and specify 

which one is correlated most strongly with job performance.

 Describe the proactive personality and an internal locus of control.

 Identify at least five of Gardner’s eight multiple intelligences. 

 Distinguish between positive and negative emotions, and explain how 

they can be judged.

 Identify the four key components of emotional intelligence, and discuss 

the practical significance of emotional contagion and emotional labor.

 Explain  how psychological capital, deliberate practice, luck, and humility 

can pave your road to success.
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Student Resources for Studying Chapter 5

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner 

online resources

 Paradoxically, adult stem cells may be both the cause of 

cancer and a cure for it. 

That theory, barely discussed even five years ago, 

has captivated the country’s leading researchers, in-

cluding Alfredo Quiñones-Hinojosa, M.D., a 40-year-old 

one-time farm worker from Mexico who now heads 

the Brain Tumor Center at the Johns Hopkins Bayview 

Medical Center in Baltimore.

Quiñones is a researcher with a difference. Dressed 

in his green scrubs and fresh from the second of what 

will be three brain surgeries that day, Quiñones puts in 

punishing 16-hour shifts, working not just in the oper-

ating room but in a brain cancer research lab as well. 

“The surgery can be perfect, a beautiful work of art,” 

he says. “But I still know that no matter what I do, these 

patients will eventually succumb to this disease. So how 

can I not look for a cure when I see my patients and 

their families and the suffering this cancer causes?” 

It’s that work and passion that last year led Popular 

Science to name Quiñones to its annual Brilliant Ten 

list of “the most creative, the most groundbreaking, the 

most brilliant young scientists in the country.”

Quiñones is convinced that adult stem cells act as 

triggers for brain cancer. (Unlike the use of embryonic 

stem cells, which requires the creation and destruction 

of an embryo, the use of adult stem cells found in chil-

dren and adults is not politically controversial.) . . .

Quiñones’ pursuit of a cure for brain cancer is 

marked by the same grit and determination that have 

shaped every facet of his life. This is a doctor, after all, 

whose life here began one cold, dark January night 

when, as a frightened 19-year-old, he climbed a chain-

link fence along the border between Mexico and the 

United States. The first time he clambered over the 

fence he was caught and sent back across the border. 

Just hours later he was back. This time he made it over 

and escaped into the night.
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An undocumented immigrant, Quiñones spoke no 

English and had no job skills. He labored as a farm 

worker in California, “One day a friend said to me, 

‘You will always be a migrant worker,’ and something 

snapped, I just couldn’t accept that,” he says.

Quiñones, who lived in a dilapidated trailer, took 

English lessons and enrolled at a community college 

while juggling jobs as a painter and welder. He won 

a scholarship to the University of California, Berkeley. 

From there, he went on to medical school at Harvard 

University. He became a citizen.

Now, his office walls at Hopkins are covered in 

awards.

“This is a man who won’t take no for an answer,” 

says Henry Brem, M.D., chair of neurosurgery at 

Hopkins. “He’s an inspired scientist, and an extraordi-

narily hard-working one.”1 

As the world’s population continues to grow (more than 6.7 billion at the time 
of this writing),2 many of us seek a unique identity that sets us apart from the 
crowd. This makes understanding and managing people and trying to please them 
increasingly difficult. For instance, consider Cold Stone Creamery’s ice cream 
stores, where customer-selected mix-ins and toppings make more than 11.5 million 
variations possible!3 What’s your favorite? Likewise, how do you express yourself  
in the workplace? Are you a go-getter, like Dr.  Quiñones featured in the open-
ing vignette, or a slacker? Are you a loner or highly social? Do you see yourself  
as master of your own fate, or a victim of circumstances? Are you emotional or 
calm and cool? Is your job satisfaction through the roof or stuck in the basement? 
Thanks to a vast array of individual differences such as these, modern organiza-
tions have a rich and interesting human texture. On the other hand, individual 
differences make the manager’s job endlessly challenging. In fact, according to 
research, “variability among workers is substantial at all levels but increases dra-
matically with job complexity. In life insurance sales, for example, variability in 
performance is around six times as great as in routine clerical jobs.”4

Growing workforce diversity compels managers to view individual differences 
in a fresh new way. Rather than stifling diversity, as in the past, today’s managers 
need to better understand and accommodate employee diversity and individual 
differences.5

Both this chapter and the next explore the key individual differences por-
trayed in Figure 5–1.  The figure is intended to be an instructional road map show-
ing the bridges between self-concept and self-expression. This chapter focuses on 
self-concept, personality, abilities, and emotions. Personal values, attitudes, and 
job satisfaction are covered in Chapter 6. Taken as an integrated whole, all these 
factors provide a foundation for better understanding each organizational con-
tributor (including yourself) as a unique and special individual. This chapter ends 
with a practical capstone section about achieving success, however you choose to 
define that form of self-expression.

Self-Concept 
When you look in the mirror, you recognize who it is. You see yourself.6 This is a 
remarkable talent in the animal kingdom, according to scientists. Only humans, 
apes, dolphins, and elephants can recognize themselves in a mirror.7 But what ex-
actly do you know about that person in the mirror? People ages 16 to 70 were 
asked what they would do differently if  they could live life over again; 48% chose 
the response category “Get in touch with self.”8 Toward that end, this section 
helps you get in better touch with yourself  on the way to better understanding and 

to the point
What can 
managers do 
to build their 
employees’ 
self-esteem 
and self-
 efficacy?

 FOR DISCUSSION

What does this amazing success story tell us about 

what it takes to get ahead in this world?
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Self-concept

• Self-esteem

• Self-efficacy

• Self-monitoring

• Organizational

   identification

Abilities

Emotions

Job satisfaction

 Chapter Five   Key Individual Diff erences and the Road to Success 125

managing yourself  and others in the workplace. Former General Electric CEO 
Jack Welch tells us: “You’ve got to be comfortable with yourself  to make a good 
boss.”9

Sociologist Viktor Gecas defines self-concept as “the concept the individual 
has of himself  as a physical, social, and spiritual or moral being.”10 In other words, 
because you have a self-concept, you recognize yourself  as a distinct human being. 
A self-concept would be impossible without the capacity to think about complex 
things and processes. This brings us to the role of cognitions. Cognitions represent 
“any knowledge, opinion, or belief  about the environment, about oneself, or about 
one’s behavior.”11 Among many different types of cognitions, those involving an-
ticipation, introspection, planning, goal setting, evaluating, and setting personal 
standards are particularly relevant to OB.

Our attention now turns to three topics invariably mentioned when behavioral 
scientists discuss self-concept. They are self-esteem, self-efficacy, and self- monitoring. 
We also consider the ethical implications of organizational identification, a social 
aspect of self. A practical social learning model of self-management can be found in 
Learning Module A (Learning Module A is located on our Web site at www.mhhe
.com/kreitner). Each of these areas deserves a closer look by those who want to bet-
ter understand and effectively manage themselves and others.

Self-Esteem
Self-esteem is a belief  about one’s own self-worth based on an overall self-
 evaluation.12 Self-esteem is measured by having survey respondents indicate their 
agreement or disagreement with both positive and negative statements. A positive 
statement on one general self-esteem survey is: “I feel I am a person of worth, the 

Self-concept

Person’s self-
perception as a 
physical, social, 
spiritual being.

Cognitions

A person’s knowl-
edge, opinions, or 
beliefs.

LO.1

Self-esteem

One’s overall 
 self-evaluation.

Figure 5–1 An Instructional Road Map for the Study of Individual 

Differences in Chapters 5 and 6 
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equal of other people.”13 Among the negative items is: “I feel I do not have much 
to be proud of.”14 Those who agree with the positive statements and disagree with 
the negative statements have high self-esteem. They see themselves as worthwhile, 
capable, and acceptable. People with low self-esteem view themselves in nega-
tive terms, do not feel good about themselves, and experience self-doubts. Recent 
 research shows they tend to have health problems and low-quality social relation-
ships, as well as being vulnerable to depression.15

 Employment  and Self-Esteem What researchers call organization-
based self-esteem makes paid employment a prime determinant of overall self-
esteem in modern life.16 Consequently, unemployment can have a devastating 
impact on one’s self-esteem. Consider these instructive remarks from Arthur 
J Fiacco, a 56-year-old executive who was laid off  without any warning during an 
economic downturn: 

I had never felt so lonely and helpless. I had been working since I was 16 years old. . . .

A job isn’t just about working.  A job helps define who we are. It is what we talk with 

our neighbors about. It is the place we go. It is how we are introduced. It is one of the 

first things people ask about when we meet them. And most important, we measure 

ourselves from our very first job onward. Without a job, I felt I had lost my identity.17

Fiacco eventually turned things around by building a successful consulting busi-
ness. He says now, “I am making a contribution and feel good. . . . I have learned 
to listen to what others are trying to tell me.”18

Self-Esteem across Cultures What are the cross-cultural implications 
for self-esteem, a concept that has been called uniquely Western? In a survey of 
13,118 students from 31 countries worldwide, a moderate positive correlation was 

“Well, whenever I lose my sense of identity, I Google myself” 
From Harvard Business Review, November 2008, page 100, by Chris Wildt. 
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found between self-esteem and life satisfaction. But the relationship was stronger 
in individualistic cultures (e.g., United States, Canada, New Zealand, Netherlands) 
than in collectivist cultures (e.g., Korea, Kenya, Japan). The researchers concluded 
that individualistic cultures socialize people to focus more on themselves, while 
people in collectivist cultures “are socialized to fit into the community and to 
do their duty. Thus, how a collectivist feels about him- or herself  is less relevant 
to . . . life satisfaction.”19 Global managers need to remember to deemphasize 
self-esteem when doing business in collectivist (“we”) cultures, as opposed to em-
phasizing it in individualistic (“me”) cultures.

Can General Self-Esteem Be Improved? The short answer is yes (see 
Table 5–1).  More detailed answers come from research. In one study, youth-league 
baseball coaches who were trained in supportive teaching techniques had a posi-
tive effect on the self-esteem of young boys. A control group of untrained coaches 
had no such positive effect.20 Another study led to this conclusion: “Low self-
esteem can be raised more by having the person think of desirable characteris-
tics possessed rather than of undesirable characteristics from which he or she is 
free.”21 This approach can help neutralize the self-defeating negative thoughts 
among those with low self-esteem. Meanwhile, a lively debate continues among 
educational policy makers over the relative importance of boosting students’ self-
esteem versus making sure they master the basics of reading, writing, and math.22 
When researchers recently reviewed data from 1975 through 2006, they found that 
the self-esteem movement had carried the day. But at what cost? Results showed 

Table 5–1 Branden’s Six Pillars of Self-Esteem

What nurtures and sustains self-esteem in grown-ups is not how others deal 

with us but how we ourselves operate in the face of life’s challenges—the 

choices we make and the actions we take.

 This leads us to the six pillars of self-esteem.

1.  Live consciously. Be actively and fully engaged in what you do and with whom 

you interact.

2.  Be self-accepting. Don’t be overly judgmental or critical of your thoughts and 

actions.

3.  Take personal responsibility. Take full responsibility for your decisions and actions 

in life’s journey.

4.  Be self-assertive. Be authentic and willing to defend your beliefs when interacting 

with others, rather than bending to their will to be accepted or liked.

5.  Live purposefully. Have clear near-term and long-term goals and realistic plans 

for achieving them to create a sense of control over your life.

6.  Have personal integrity. Be true to your word and your values.

 Between self-esteem and the practices that support it, there is reciprocal cau-

sation. This means that the behaviors that generate good self-esteem are also 

expressions of good self-esteem.

SOURCE: From Nathaniel Branden, Self-Esteem at Work: How Confident People Make Powerful Companies, 

1998, pp 33–36. Reprinted with permission of John Wiley & Sons, Inc.
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that while self-esteem among high school seniors had risen over the years, self-
perceptions of competence had not. This left the researchers worried that “over-
praised” kids who were confident about becoming “very good” spouses, parents, 
and employees could be primed for a big letdown in real life.23 What are your 
thoughts on this?

Self-Efficacy
Self-confidence that leads to results is important in today’s demanding workplaces. 
In fact, when 2,500 managers and executives in the United States were polled by 
BusinessWeek, 72% of the women and 66% of the men said self-confidence was 
the most important quality for succeeding in business.24 Self-confidence that can 
be backed up with real results involves more than high self-esteem; it also requires 
self-efficacy.25 Self-efficacy is a person’s belief  about his or her chances of suc-
cessfully accomplishing a specific task. According to one OB writer, “Self-efficacy 
arises from the gradual acquisition of complex cognitive, social, linguistic, and/
or physical skills through experience.”26 Role models can inspire us to build self-
efficacy (see Real World/Real People feature about military veterans above). 

The relationship between self-efficacy and performance is a cyclical one. 
Efficacy → performance cycles can spiral upward toward success or downward 
toward failure.27 Researchers have documented strong linkages between high self-
efficacy expectations and success in widely varied physical and mental tasks, anx-
iety reduction, addiction control, pain tolerance, illness recovery, avoidance of 

LO.2

Self-efficacy

Belief in one’s 
ability to do 

a task.

Ryan McDermott, a second-year student at Darden 

[the University of Virginia’s School of Business], led 

a combat mission down the most dangerous road 

in Baghdad, fought four battles, and wrote a plan for 

training and deploying 3,600 soldiers, all by the age 

of 26. Summer Jones, a former Naval officer, by 26 had 

launched Tomahawk missiles off a ship in the Persian 

Gulf, commanded 200 sailors, and delivered the news of 

Sept. 11 Pentagon casualties to their families. When her 

Georgetown University evening MBA classmates won-

der how the 32-year-old maintains a full-time job, raises 

two children, supports her husband in law school, and 

earns her MBA at the same time, she tells them: “When 

you’ve been in a wartime environment, you step back 

and say, ‘This is easy.’” As if to prove it, she gave birth 

to her second son just after the first week of the MBA 

program without missing a day of class. 

What is the ethical argument for hiring  military 
veterans?

SOURCE: J Porter, “From the Battlefield to B-School,” BusinessWeek, 

March 24, 2008, p 80.

Military Veterans Bring High Self-Efficacy to MBA Programs  

REAL WORLD | real people  

Summer Jones and her growing family.
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seasickness in naval cadets, physical exercise, and stress avoidance.28 Oppositely, 
those with low self-efficacy expectations tend to have low success rates. Although 
self-efficacy sounds like some sort of mental magic, it operates in a very straight-
forward manner, as a model will show.

What Are the Mechanisms of Self-Efficacy? A basic model of self-
efficacy is displayed in Figure 5–2.  It draws upon the work of Stanford psychol-
ogist Albert Bandura. Let us explore this model with a simple illustrative task. 
Imagine you have been told to prepare and deliver a 10-minute talk to an OB 
class of 50 students on the workings of the self-efficacy model in Figure 5–2. 

Figure 5–2 A Model of How Self-Efficacy Beliefs Can Pave the Way for Success or Failure

SOURCES: Adapted from discussion in A Bandura, “Regulation of Cognitive Processes through Perceived Self-Efficacy,” Developmental 

Psychology, September 1989, pp 729–35; and R Wood and A Bandura, “Social Cognitive Theory of Organizational Management,” Academy 

of Management Review, July 1989, pp 361–84.
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Your  self-efficacy calculation would involve cognitive appraisal of the interaction 
between your perceived capability and situational opportunities and obstacles.

As you begin to prepare for your presentation, the four sources of self-efficacy 
beliefs would come into play. Because prior experience is the most potent source, 
according to Bandura, it is listed first and connected to self-efficacy beliefs with 
a solid line. Past success in public speaking would boost your self-efficacy. But 
bad experiences with delivering speeches would foster low self-efficacy. Regarding 
behavior models as a source of self-efficacy beliefs, you would be influenced by 
the success or failure of your classmates in delivering similar talks. Their suc-
cesses would tend to bolster you (or perhaps their failure would if  you were very 
competitive and had high self-esteem). Likewise, any supportive persuasion from 
your classmates that you will do a good job would enhance your self-efficacy. 
Physical and emotional factors also might affect your self-confidence. A sudden 
case of laryngitis or a bout of stage fright could cause your self-efficacy expecta-
tions to plunge. Your cognitive evaluation of the situation then would yield a self-
efficacy belief—ranging from high to low expectations for success. Importantly, 
self- efficacy beliefs are not merely boastful statements based on bravado; they are 
deep convictions supported by experience.

Moving to the behavioral patterns portion of Figure 5–2, we see how self-
 efficacy beliefs are acted out. In short, if you have high self-efficacy about giving 
your 10-minute speech, you will work harder, more creatively, and longer when pre-
paring for your talk than will your low-self-efficacy classmates. The results would 
then take shape accordingly. People program themselves for success or failure by 
enacting their self-efficacy expectations. Positive or negative results subsequently 
become feedback for one’s base of personal experience. Along those lines, a national 
panel of scholars convened to discover why American students don’t do better in 
math concluded: “Effort counts. Students who believe that working hard will make 
them smarter in math actually do achieve better.”29

Self-Efficacy Implications for Managers On-the-job research evi-
dence encourages managers to nurture self-efficacy, both in themselves and in 
others. In fact, a meta-analysis encompassing 21,616 subjects found a significant 
positive correlation between self-efficacy and job performance.30 Self-efficacy can 
be boosted in the workplace through careful hiring, challenging assignments, train-
ing and coaching, goal setting, supportive leadership and mentoring, and rewards 
for improvement. Boeing’s CEO, James McNerney, offered this perspective:

[S]uccess and achievement can feed on themselves. It feels good to keep succeeding. It 

feels great to see the people you work with grow and achieve. Maybe the ignition hap-

pens when you’re younger, and then it feeds on itself. The next question is how you give 

it to people who weren’t fortunate enough to have it given to them when they were 

young. It gets back to leadership attributes—expect a lot, inspire people, ask them to take 

the values that are important to them at home or at church and bring them to work.31

Self-Monitoring
Consider these contrasting scenarios:

 You are rushing to an important meeting when a coworker pulls you aside and 1. 

starts to discuss a personal problem. You want to break off  the conversation, so 

you glance up at the clock. He keeps talking. You say, “I’m late for a big meet-

ing.” He continues. You turn and start to walk away. The person keeps talking as 

LO.3
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if  he never received any of your verbal and nonverbal signals that the conversa-

tion was over.

 Same situation. Only this time, when you glance at the clock, the person imme-2. 

diately says, “I know, you’ve got to go. Sorry. We’ll talk later.”

In the first all-too-familiar scenario, you are talking to a “low self-monitor.” The sec-
ond scenario involves a “high self-monitor.” But more is involved here than an irri-
tating situation. A significant and measurable individual difference in self-expression 
behavior, called self-monitoring, is highlighted. Self-monitoring is the extent to 
which a person observes his or her own self-expressive behavior and adapts it to the 
demands of the situation. Experts on the subject offer this explanation:

Individuals high in self-monitoring are thought to regulate their expressive self-

presentation for the sake of desired public appearances, and thus be highly responsive 

to social and interpersonal cues of situationally appropriate performances. Individuals 

low in self-monitoring are thought to lack either the ability or the motivation to so regu-

late their expressive self-presentations. Their expressive behaviors, instead, are thought 

to functionally reflect their own enduring and momentary inner states, including their 

attitudes, traits, and feelings.32

In organizational life, both high and low monitors are subject to criticism. 
High self-monitors are sometimes called chameleons, who readily adapt their 
self-presentation to their surroundings. Low self-monitors, on the other hand, 
often are criticized for being on their own planet and insensitive to others. 

A Matter of Degree Self-monitoring is not an either-or proposition. It is 
a matter of degree; a matter of being relatively high or low in terms of related 
patterns of self-expression. As a quick comprehension check, does the following 
scenario involve a relatively high or low self-monitoring individual? 

Self-monitoring

Observing one’s 
own behavior and 
adapting it to the 
situation.

 We have an employee who turns every interaction—work-related or not—into a 

conversation about her. She’s otherwise good at her job, but folks are beginning to 

avoid meetings with her or task forces on which she serves. “She sucks the air out of 

the room,” a co-worker complained.33

If  you said a low self-monitor, you understand the concept. What are your self-
monitoring tendencies? 

Research Findings and Practical Recommendations A meta-
analysis encompassing 23,191 subjects in 136 samples found self-monitoring to 
be relevant and useful when dealing with job performance and emerging lead-
ers.34 According to field research, there is a positive relationship between high 
self-monitoring and career success. Among 139 MBA graduates who were tracked 
for five years, high self-monitors enjoyed more internal and external promotions 
than did their low self-monitoring classmates.35 Another study of 147 managers 
and professionals found that high self-monitors had a better record of acquiring 
a mentor (someone to act as a personal career coach and professional sponsor).36 

go to the Web for the Self-Exercise: What Are Your Self-Monitoring 
Tendencies?
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These results mesh well with an earlier study that found managerial success (in 
terms of speed of  promotions) tied to political savvy (knowing how to socialize, 
network, and engage in organizational politics).37

The foregoing evidence and practical experience lead us to make these practi-
cal recommendations:

 For high, moderate, and low self-monitors: Become more consciously aware of 
your self-image and how it affects others.

 For high self-monitors: Don’t overdo it by evolving from a successful chame-
leon into someone who is widely perceived as insincere, dishonest, phoney, 
and untrustworthy. You cannot be everything to everyone.

 For low self-monitors: You can bend without breaking, so try to be a bit more 
accommodating while being true to your basic beliefs. Don’t wear out your 
welcome when communicating. Practice reading and adjusting to nonverbal 
cues in various public situations. If  your conversation partner is bored or dis-
tracted, stop—because he or she is not really listening.

Organizational Identification: A Social Aspect 
of Self-Concept with Ethical Implications
The dividing line between self  and others is not a neat and precise one. A certain 
amount of blurring occurs, for example, when an employee comes to define him- or 
herself  with a specific organization—a psychological process called organizational 
identification. According to an expert on this evolving OB topic, “organizational 

identification occurs when one comes to integrate beliefs about one’s organization 
into one’s identity.”38 Organizational identification goes to the heart of organiza-
tional culture and socialization (recall our discussion in Chapter 3).

Managers put a good deal of emphasis today on organizational mission, 
philosophy, and values with the express intent of integrating the company into 
each employee’s self-identity. Hopefully, as the logic goes, employees who iden-
tify closely with the organization will be more loyal, more committed, and harder 
working. For example, consider this snapshot of American Express:

Credit card behemoth breeds loyalty: Nearly a quarter of employees have been with 

the company more than 15 years. “It is my honor to serve my brand, my creed, my 

company,” says one.39 

As an extreme case in point, organizational identification among employees at 
Harley-Davidson’s motorcycle factories is so strong that many sport tattoos with 
the company’s logo.40 Working at Harley is not just a job, it’s a lifestyle. (Somehow, 
your authors have a hard time imagining an employee with a General Motors or 
Burger King tattoo!)

A company tattoo may be a bit extreme, but the ethical implications of iden-
tifying too closely with one’s employer are profound. Phyllis Anzalone, a former 
Enron employee, is a good case in point. She admitted that Enron was her self-
identity and she ended up with emotional scars: 

What did working at Enron do for Anzalone? For one thing, it made her a lot of money, 

so much that the company’s failure cost her about $1 million. More important, it made 

her. It took her from being a reasonably successful facilities management salesperson 

from rural Louisiana and propelled her into the ranks of sales superstars. It changed her 

view of herself; it confirmed what she thought she could achieve. “Enron had a profound 

Organizational 
identification

Organizational 
values or beliefs 
become part of 

one’s self-identity.
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effect on my life,” she says. As devastating as it was, I’m glad I did it. It was like being on 

steroids every day.”

And what does Anzalone think of the executives who ran Enron—and then ran it 

into the ground? “They are scum,” she says, “They are crooks, and they are traitors. They 

betrayed many people’s trust, including mine.”41 

Anzalone distanced herself  from Enron’s most unsavory characters during 
her years with the company. But some of her colleagues, with equally strong or-
ganizational identification, evidently turned their backs on their personal ethical 
standards and values when working on clearly illegal deals. When employees sus-
pend their critical thinking and lose their objectivity, unhealthy groupthink can 
occur and needed constructive conflict does not occur. (Groupthink is covered in 
Chapter 10 and functional conflict is discussed in Chapter 13.) Whistle-blowing, 
as defined in Chapter 1, is unlikely to occur when organizational identification is 
excessive. Company loyalty and dedication are one thing; blind obedience to un-
ethical leaders is quite another.42

Personality: Concepts and Controversy 
Individuals have their own way of thinking and acting, their own unique style or 
personality. Personality is defined as the combination of stable physical and men-
tal characteristics that give the individual his or her identity.43 These characteris-
tics or traits—including how one looks, thinks, acts, and feels—are the product of 
interacting genetic and environmental influences.44 In this section, we introduce 
the Big Five personality dimensions, explore the proactive personality, and issue 
some cautions about workplace personality testing. 

The Big Five Personality Dimensions
Decades of research produced cumbersome lists of personality traits. In fact, one 
recent study identified 1,710 English-language adjectives used to describe aspects 
of personality.45 Fortunately, this confusing situation has been statistically dis-
tilled to the Big Five.46 They are extraversion, agreeableness, conscientiousness, 
emotional stability, and openness to experience (see Table 5–2 for descriptions).  

to the point
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someone with 
a proactive 
personality 
likely score on 
the Big Five 
 dimensions? 

Personality

Stable physical and 
mental characteris-
tics responsible for 
a person’s identity.
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Table 5–2 The Big Five Personality Dimensions

PERSONALITY DIMENSION
CHARACTERISTICS OF A PERSON SCORING POSITIVELY 
ON THE DIMENSION

1. Extraversion Outgoing, talkative, sociable, assertive

2. Agreeableness Trusting, good-natured, cooperative, softhearted

3. Conscientiousness Dependable, responsible, achievement oriented, 

 persistent

4. Emotional stability Relaxed, secure, unworried

5. Openness to experience Intellectual, imaginative, curious, broad-minded

SOURCE: Adapted from M R Barrick and M K Mount, “Autonomy as a Moderator of the Relationships 

between the Big Five Personality Dimensions and Job Performance,” Journal of Applied Psychology, February 

1993, pp 111–18.
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Standardized personality tests determine how positively or negatively a person 
scores on each of the Big Five. For example, someone scoring negatively on ex-
traversion would be an introverted person prone to shy and withdrawn behavior. 
Someone scoring negatively on emotional security would be nervous, tense, angry, 
and worried. Appropriately, the negative end of the emotional stability scale is 
labeled neuroticism.

A person’s scores on the Big Five reveal a personality profile as unique as his 
or her fingerprints. One’s personality profile is relatively durable, too. Extraversion 
and conscientiousness were found to be the most stable of the Big Five, according 
to data on 799 people covering the 40 years between their elementary-school days 
and midlife.47 So don’t be surprised when many of your high-school classmates 
seem pretty much the same at your 20th reunion, except for some extra pounds 
and thinning hair, of course.

But one important question lingers: Are personality models ethnocentric 
and unique to the culture in which they were developed? At least as far as the 
Big Five model goes, cross-cultural research evidence points in the direction of 
no. Specifically, the Big Five personality structure held up very well in one study 
of women and men from Russia, Canada, Hong Kong, Poland, Germany, and 
Finland and a second study (85% male) of South Korean managers and stock-
brokers.48 A recent comprehensive analysis of Big Five studies led the researchers 
to this conclusion: “To date, there is no compelling evidence that culture affects 
personality structure.”49 However, a recent study of Dutch personality traits, using 
an updated assessment tool, added three more personality traits to the Big Five—
virtue, competence, and hedonism.50

Those interested in OB want to know the connection between the Big Five and 
job performance. Ideally, Big Five personality dimensions that correlate positively 
and strongly with job performance would be helpful in the selection, training, and 
appraisal of employees. A meta-analysis of 117 studies involving 23,994 subjects 
from many professions offers guidance.51 Among the Big Five, conscientiousness 
had the strongest positive correlation with job performance and training perfor-
mance. According to the researchers, “those individuals who exhibit traits associ-
ated with a strong sense of purpose, obligation, and persistence generally perform 
better than those who do not.”52 Not surprisingly, entrepreneurs score high on 
conscientiousness.53 Another recent finding: Extraversion (an outgoing person-
ality) correlated positively with promotions, salary level, and career satisfaction. 
And, as one might expect, neuroticism (low emotional stability) was associated 
with low career satisfaction.54

The Proactive Personality  
As suggested by the previous discussion, someone who scores high on the Big Five 
dimension of conscientiousness is probably a good worker. Thomas S Bateman and 
J Michael Crant took this important linkage an additional step by formulating the 
concept of the proactive personality. They define and characterize the proactive 

person ality in these terms: “someone who is relatively unconstrained by situational 

LO.5Proactive 
personality

Action-oriented 
person who 

shows initiative 
and perseveres to 

change things.

go to the Web for the Self-Exercise: How Do You Score on the Big 
Five Personality Factors?
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forces and who effects environmental change. Proactive people identify opportunities 
and act on them, show initiative, take action, and persevere until meaningful change 
occurs.”55 They have what researchers have long called an  internal locus of control, 
the belief that one controls the events and consequences affecting one’s life.56 For 
example, an “internal” tends to attribute positive outcomes, such as getting a pass-
ing grade on an exam, to her or his own abilities. Accordingly, an “internal” tends 
to blame negative events, such as failing an exam, on personal shortcomings—not 
studying hard enough, perhaps. Oppositely, people with an  external locus of control 
 tend to attribute key outcomes in their lives to environmental causes, such as luck 
or fate. In a review of relevant studies, Crant found the proactive personality to be 
positively associated with individual, team, and organizational success.57 

Internal locus 
of control

Attributing 
outcomes to one’s 
own actions.

External locus 
of control

Attributing 
 outcomes to cir-
cumstances beyond 
one’s control.

Successful entrepreneurs exemplify the proactive personality.58 People with 
proactive personalities truly are valuable human capital, as defined in Chapter 1. 
Those wanting to get ahead would do well to cultivate the initiative, drive, courage, 
and perseverance of someone with a proactive personality—and managers would 
do well to hire them. Matt Glotzbach, product management director for Google 
Enterprise, is a good case in point:

 My first morning at Google, I put my name and address on one form online, and it went 

everywhere it needed to go electronically. That’s how this place works.

 Jim Collins, author of the best-seller Good to Great and 

expert rock climber: 

The right people don’t need to be managed. The 

moment you feel the need to tightly manage someone, 

you’ve made a hiring mistake. 

 The right people don’t think they have a job: They 

have responsibilities. . . . 

 The right people do what they say they will do, 

which means being really careful about what they 

say they will do. It’s key in difficult times. In difficult 

environments our results are our responsibility. 

People who take credit in good times and blame 

external forces in bad times do not deserve to 

lead. . . . 

 As a rock climber, the one thing you learn is that 

those who panic, die on the mountain. You don’t 

just sit on the mountain. You either go up or go 

down, but don’t just sit and wait to get clobbered. 

If you go down and survive, you can come back 

another day. 

What ethical themes and responsibilities are 
evident here?

SOURCE: As quoted in J Reingold, “Jim Collins: How Great 

Companies Turn Crisis into Opportunity,” Fortune, February 2, 

2009, p 52.

 Climbing Life’s Mountains Requires the Right People 

with Proactive Personalities

REAL WORLD | real people  
ethics

go to the Web for the Self-Exercise:  Where Is Your Locus of Control?
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 I went to a staff meeting that afternoon and got assigned to figure out how Google 

could launch Enterprise [applications for corporations] in Europe. I was told to come 

back with the answer at the end of the week. It was like, “Hey, New Guy, you don’t 

know anything about our business yet, and you don’t have any international experience, 

but here are some people who can help you. Go figure it out.” We launched in Europe 

a few months later.59

Issue: What about Personality Testing 
in the Workplace?
Personality testing as a tool for making decisions about hiring, training, and pro-
motion is commonplace. “According to the Association of Test Publishers, overall 
employment testing, including personality tests, has been growing at a rate of 10% 
to 15% in each of the past three years.”60

Unfortunately, there is the major issue of sloppy administration. Annie Murphy 
Paul, author of the new book The Cult of Personality,61 explains:

You hear a lot from psychologists who are supportive of personality testing, and some-

times from testing companies, that there are ideal ways to use these tests. An example 

would be to bring in a psychologist to do a study of the job itself and design or tailor 

a test specifically for that position, and then have it administered by a psychologist, and 

have the results remain confidential. I think the way these tests are actually used is that 

they’re usually bought off the shelf, they’re given indiscriminately, often by people who 

aren’t trained or qualified, and then the results aren’t kept confidential or private at all. 

For all the talk about standards on how [these tests] should be used, the way they’re 

used in the real world is more hit-or-miss.62

Faking, cheating, and illegal discrimination also are potential problems with on-
the-job personality testing. A recent computer simulation revealed the potential for fak-
ing conscientiousness, a key Big Five factor.63 Regarding the problem of cheating, the 
case of Anton Smith is a cautionary tale: Prior to taking a 130-item personality test 
when applying for a job at an athletic footwear store in North Carolina, Smith got an 
edge when a friend found a pirated answer key on the Internet. Smith, who got the job 
but later left when the store went out of business, had this to say about the test: “It isn’t 
useful. People are hip to it.”64 The problem of illegal discrimination was summed up 
by Dallas employment attorney Allan King when he told a group of human resource 
professionals in 2008 that, because society is so diverse, “every test has an adverse 
impact against somebody.”65 A recent meta-analysis of personality testing across five 
racial groups in the United States came to essentially the same conclusion.66

The practical tips in Table 5–3 can help managers avoid abuses and costly 
discrimination lawsuits when using personality and psychological testing for 
 employment-related decisions.  Job-related skills testing and behavioral inter-
viewing are workable alternatives to personality testing.

We now shift our focus to abilities and intelligence.

Abilities (Intelligence) and Performance 
Individual differences in abilities and accompanying skills are a central concern 
for managers because nothing can be accomplished without appropriately skilled 
personnel. An ability  represents a broad and stable characteristic responsible for a 
person’s maximum—as opposed to typical—performance on mental and physical 

Ability

Stable characteristic 
responsible for a 

person’s maximum 
physical or mental 

performance.

to the point
What are the 
major abili-
ties and eight 
multiple intel-
ligences? 



 Chapter Five   Key Individual Diff erences and the Road to Success 137

Table 5–3  Advice and Words of Caution about Personality Testing in the Workplace

Researchers, test developers, and organizations that administer personality assessments offer the 

following suggestions for getting started or for evaluating whether tests already in use are appropriate for 

forecasting job performance:

•  Determine what you hope to accomplish. If you are looking to find the best fit of job and applicant, 

analyze the aspects of the position that are most critical for it.

•  Look for outside help to determine if a test exists or can be developed to screen applicants for the 

traits that best fit the position. Industrial psychologists, professional organizations, and a number of 

Internet sites provide resources.

•  Insist that any test recommended by a consultant or vendor be validated  scientifically for the specific 

purpose that you have defined. Vendors should be able to cite some independent, credible research 

supporting a test’s  correlation with job performance.

•  Ask the test provider to document the legal basis for any assessment: Is it fair? Is it job-related? Is it 

biased against any racial or ethnic group? Does it violate an applicant’s right to privacy under state 

or federal laws? Vendors should  provide a lawyer’s statement that a test does not adversely affect any 

protected class, and employers may want to get their own lawyer’s opinion, as well.

•  Make sure that every staff member who will be administering tests or  analyzing results is educated 

about how to do so properly and keeps results confidential. Use the scores on personality tests in 

tandem with other factors that you believe are essential to the job—such as skills and experience—to 

create a comprehensive evaluation of the merits of each candidate, and apply those criteria identically 

to each applicant.

SOURCE: From S Bates, “Personality Counts,” HR Magazine, February 2002, p 34. Copyright 2008 by Society for Human Resource 

Management (SHRM). Reproduced with  permission of Society for Human Resource Management via Copyright Clearance Center.

 tasks. A skill, on the other hand, is the specific capacity to physically manipulate 
objects. Consider this difference as you imagine yourself  being the only passenger 
on a small commuter airplane in which the pilot has just passed out. As the plane 
nose-dives, your effort and abilities will not be enough to save yourself  and the 
pilot if  you do not possess flying skills. As shown in Figure 5–3 successful per-
formance (be it landing an airplane or performing any other job) depends on the 
right combination of effort, ability, and skill.

Abilities and skills are being developed in some unique ways today, thanks 
to modern technology. For example, a biomedical professor at Arizona State 
University and a Phoenix surgeon “conducted studies in which trainee surgeons 
played a Nintendo Wii video game called Marble Mania, which requires players 
to develop dexterity in their hand movements to succeed at the game. . . . The Wii 
game players showed 48 percent more improvement in their surgical techniques 
than the non-players.”67 So video game–obsessed youngsters can now tell their 
worried parents and teachers, “I’m just refining my surgical techique.”

Among the many desirable skills and competencies in organizational life are 
written and spoken communication, initiative, decisiveness, tolerance, problem solv-
ing, adaptability, and resilience. Importantly, our cautions about on-the-job per-
sonality testing extend to ability, intelligence, and skill testing and certification.68

Before moving on, we need to say something about a modern-day threat to 
abilities, skills, and general competence. That threat, according to public health 
officials, is sleep deprivation.

Skill

Specific capacity to 
manipulate objects.
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Abilities and the Need for Sleep
In a recent survey of 1,506 adults in the United States, only 49% reported  getting 
a “good night’s sleep” every night or almost every night.69 If  you are routinely 
 short-changing your basic sleep needs, you are likely to be a less effective deci-
sion maker and problem solver, more stressed (see Chapter 18), and more prone 
to health problems than you should be.70 Habitually sleep-deprived people need 
to be aware of this stunning fact: “Staying awake 24 hours impairs cognitive 
 psychomotor performance to the same degree as having a 0.1 percent blood al-
cohol level.”71 That exceeds the 0.08 percent blood alcohol limit for drivers in the 
United States. In fact, experts estimate “that sleep-deprived drivers cause more 
than 100,000 automobile crashes a year and more than 1,500 deaths.”72 According 
to sleep  researcher Sara Mednick:

Without sleep you don’t learn. My research shows that people deteriorate during the 

day. It’s difficult to sustain productivity. Naps can add back to the sleep you’re deprived of 

at night. And a nap enhances productivity even if you have enough nocturnal sleep. . . .

A 20-minute nap in the 

afternoon, between 1PM and 

3   PM, right after lunch, would 

be ideal. You don’t want to get 

into deep sleep, because you 

need to be alert. This nap will 

allow you to be as productive 

right after the nap as you were 

before. That’s what a lot of 

businesspeople need for on-

your-feet thinking.73

Employers have taken note 
and are making changes:

 Many workplaces, including shoe 

retailer Zappos.com and New 

York City–based Workman 

Publishing, have designated

Figure 5–3 Performance Depends on the Right Combination of Effort, 

Ability, and Skill
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sleep areas. Metal distributor Yarde Metals goes a step further. Its Southington, Conn., 

headquarters features the “Z Lounge,” a darkened room equipped with a reclining chair 

that vibrates to music as a TV screen plays video of a babbling brook, crackling fireplace, 

beach scene or fish tank. “If some people just need a nap for 15 minutes and they can 

finish out their day with a clear mind, there’s benefit to the company to do that,” says 

Yarde marketing director Susan Kozikowski.74 

The balance of this section explores intelligence, specific cognitive abilities, 
and the controversial idea of multiple intelligences.

Intelligence and Cognitive Abilities
Although experts do not agree on a specific definition,  intelligence represents an 
individual’s capacity for constructive thinking, reasoning, and problem solving.75 
Historically, intelligence was believed to be an innate capacity, passed genetically 
from one generation to the next. Research since has shown, however, that intel-
ligence (like personality) also is a function of environmental influences.76 Organic 
factors have more recently been added to the formula as a result of mounting 
evidence of the connection between alcohol and drug abuse and poor eating 
habits among pregnant women and intellectual development problems in their 
 children.77

Researchers have produced some interesting findings about intelligence in 
recent years. A steady and significant rise in average intelligence among those in 
developed countries has been observed over the last 70 years. Why? Experts at 
an American Psychological Association conference concluded, “Some combi-
nation of  better schooling, improved socioeconomic status, healthier nutrition, 
and a more technologically complex society might account for the gains in IQ 
scores.”78 So if  you think you’re smarter than your parents and your teachers, 
despite being criticized for not knowing a lot a facts they think are important, 
you’re probably right!

Two Types of Abilities Human intelligence has been studied predomi-
nantly through the empirical approach. By examining the relationships between 
measures of mental abilities and behavior, researchers have statistically isolated  
major components of intelligence. Using this empirical procedure, pioneering psy-
chologist Charles Spearman proposed in 1927 that all cognitive performance is 
determined by two types of abilities. The first can be characterized as a general 
mental ability needed for all cognitive tasks. The second is unique to the task at 
hand.79 For example, an individual’s ability to complete crossword puzzles is a 
function of his or her broad mental abilities as well as the specific ability to per-
ceive patterns in partially completed words.

Seven Major Mental Abilities Through the years, much research has 
been devoted to developing and expanding Spearman’s ideas on the relation-
ship between cognitive abilities and intelligence. One research psychologist listed 
120 distinct mental abilities. Table 5–4 contains definitions of  the seven most 
frequently cited mental abilities.  Of the seven abilities, personnel selection re-
searchers have found verbal ability, numerical ability, spatial ability, and induc-
tive reasoning to be valid  predictors  of  job performance for both minority and 
majority applicants.80

Intelligence

Capacity for 
constructive 
thinking, reasoning, 
problem solving.
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Table 5–4 Mental Abilities Underlying Performance

ABILITY DESCRIPTION

1.  Verbal 

 comprehension

The ability to understand what words mean and to 

 readily comprehend what is read.

2. Word fluency The ability to produce isolated words that fulfill 

   specific symbolic or structural requirements (such 

as all words  that begin with the letter b and have 

two vowels).

3. Numerical The ability to make quick and accurate arithmetic 

 computations such as adding and subtracting.

4. Spatial Being able to perceive spatial patterns and to 

   visualize how geometric shapes would look if trans-

formed in shape or position.

5. Memory Having good rote memory for paired words, 

   symbols, lists of numbers, or other associated items.

6. Perceptual speed The ability to perceive figures, identify similarities 

  and differences, and carry out tasks involving visual 

perception.

7. Inductive reasoning The ability to reason from specifics to general 

  conclusions.

SOURCE: From M D Dunnette, “Aptitudes, Abilities, and Skills,” in Handbook of Industrial and 

Organizational Psychology, ed M D Dunnette, Rand McNally, 1976, pp 478–83. Reprinted with permission.

Do We Have Multiple Intelligences?
Howard Gardner, a professor at Harvard’s Graduate School of Education, of-
fered a new paradigm for human intelligence in his 1983 book Frames of Mind: 
The Theory of Multiple Intelligences.81 He has subsequently identified eight dif-
ferent intelligences that vastly broaden the long-standing concept of  intelligence. 
Gardner’s concept of multiple intelligences (MI) includes not only cognitive abili-
ties but social and physical abilities and skills as well:

 • Linguistic intelligence: potential to learn and use spoken and written languages.

 • Logical-mathematical intelligence: potential for deductive reasoning, prob-
lem analysis, and mathematical calculation.

 • Musical intelligence: potential to appreciate, compose, and perform music.

 • Bodily-kinesthetic intelligence: potential to use mind and body to coordinate 
physical movement.

 • Spatial intelligence: potential to recognize and use patterns.

 • Interpersonal intelligence: potential to understand, connect with, and effec-
tively work with others.

 • Intrapersonal intelligence: potential to understand and regulate oneself.

 • Naturalist intelligence: potential to live in harmony with one’s environment.82

LO.6
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Many educators and parents 
have embraced MI because it 
helps explain how a child could 
score poorly on a standard IQ 
test yet be obviously gifted in 
one or more ways (e.g., music, 
sports, relationship building). 
Moreover, they believe the con-
cept of MI underscores the need 
to help each child develop in his 
or her own unique way and at 
his or her own pace. They say 
standard IQ tests deal only with 
the first two intelligences on 
Gardner’s list. Meanwhile, most 
academic psychologists and in-
telligence specialists continue to 
criticize Gardner’s model as too 
subjective and poorly integrated. 
They prefer the traditional 
model of intelligence as a uni-
fied variable measured by a sin-
gle test. We keep an open mind 
about MI, as evidenced by our coverage of cultural intelligence and emotional 
intelligence in this textbook. 

Emotions in the Workplace 
In the ideal world of management theory, employees pursue organizational goals 
in a logical and rational manner. Emotional behavior seldom is factored into the 
equation.Yet day-to-day organizational life shows us how prevalent and powerful 
emotions can be.83 Anger and jealousy, both potent emotions, often push aside 
logic and rationality in the workplace. Managers use fear and other emotions to 
both motivate and intimidate. Sadness and anxiety creep in, too. For example, 
consider this 2008 meeting at Microsoft:

 Steve Ballmer was sobbing. He repeatedly tried to speak and couldn’t get the words out. 

Minutes passed as he tried to regain his composure. But the audience of 130 of Microsoft’s 

senior leaders waited patiently, many of them crying too. They knew that the CEO was 

choked up because this executive retreat, held in late March at a resort north of Seattle, 

was the last ever for company co-founder Bill Gates, as well as for Jeff Raikes, one of the 

company’s longest-tenured executives. “I’ve spent more time with these two human be-

ings than with anyone else in my life,” Ballmer finally said. “Bill and Jeff have been my North 

Star and kept me going. Now I’m going to count on all of you to be there for me.”84

Less dramatic, but still emotion laden, is John Chambers’s tightrope act as 
CEO of Cisco Systems:

Any company that thinks it’s utterly unbeatable is already beaten. So when I begin to 

think we’re getting a little bit too confident, you’ll see me emphasizing the paranoia side. 

And then when I feel that there’s a little bit too much fear and apprehension, I’ll just 

jump back to the other side. My job is to keep those scales perfectly balanced.85

to the point
What is the 
meaning of 
emotional 
intelligence, 
emotional 
contagion, 
and emotional 
labor?

“Enough with the Beethoven, Mom! How about some Jay-Z?” Some parents 

strive to develop their baby’s multiple intelligences by exposing them to uncon-

ventional stimuli. Research tells us the vote is still out on whether or not they 

are wasting their time. Hmmm. Come to think of it, Tiger Woods’ Dad had him 

playing golf at a very young age. 
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These admired corporate leaders would not have achieved what they have without 
the ability to be logical and rational decision makers and be emotionally charged.

In this section, our examination of individual differences turns to defining 
emotions, reviewing a typology of 10 positive and negative emotions, explor-
ing emotional intelligence and maturity, and focusing on the interesting topics 
of emotional contagion and emotional labor.

Positive and Negative Emotions
Richard S Lazarus, a leading authority on the subject, defines emotions as “ complex, 
patterned, organismic reactions to how we think we are doing in our lifelong efforts 
to survive and flourish and to achieve what we wish for ourselves.”86 The word 
organismic is appropriate because emotions involve the whole person— biological, 
psychological, and social. Importantly, psychologists draw a distinction between 
felt and displayed emotions.87 For example, a person might feel angry (felt emotion) 
at a rude coworker but not make a nasty remark in return (displayed emotion). As 
discussed in Chapter 18, emotions play roles in both causing and adapting to stress 
and its associated biological and psychological problems. The destructive effect of 
emotional behavior on social relationships is all too obvious in daily life.

Lazarus’s definition of emotions centers on a person’s goals. Accordingly, his 
distinction between positive and negative emotions is goal oriented. Some emotions 
are triggered by frustration and failure when pursuing one’s goals. Lazarus calls 
these negative emotions. They are said to be goal incongruent. For example, which 
of the six negative emotions in Figure 5–4 are you likely to experience if you fail the 
final exam in a required course?  Failing the exam would be incongruent with your 
goal of graduating on time. On the other hand, which of the four positive emotions 

LO.7
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 displayed.

Figure 5–4 Positive and Negative Emotions

SOURCE: Adapted from discussion in R S Lazarus, Emotion and Adaptation (New York: Oxford University Press, 

1991), Chs. 6, 7.
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in Figure 5–4 would you probably experience if you graduated on time and with 
honors? The emotions you would experience in this situation are positive because 
they are congruent (or consistent) with an important lifetime goal. The individual’s 
goals, it is important to note, may or may not be socially acceptable. Thus, a posi-
tive emotion, such as love/affection, may be undesirable if associated with sexual 
harassment. Oppositely, slight pangs of guilt, anxiety, and envy can motivate extra 
effort. On balance, the constructive or destructive nature of a particular emotion 
must be judged in terms of both its intensity and the person’s relevant goal.

For a dramatic real-life example of the interplay between negative and positive 
emotions, consider the situation Kenneth I Chenault faced just 10 months after 
becoming CEO of American Express. The September 11, 2001, terrorist attacks 
claimed the lives of 11 employees, and the firm’s headquarters building, across 
the street from ground zero in Lower Manhattan, had to be abandoned for what 
turned out to be eight months of repairs.

Chenault gathered 5,000 American Express employees at the Paramount Theater in 

New York on September 20 for a highly emotional “town hall meeting.” During the ses-

sion, Chenault demonstrated the poise, compassion, and decisiveness that vaulted him to 

the top. He told employees that he had been filled with such despair, sadness, and anger 

that he had seen a counselor. Twice, he rushed to spontaneously embrace grief-stricken 

employees. Chenault said he would donate $1 million of the company’s profits to the 

families of the AmEx victims.  “I represent the best company and the best people in the 

world,” he concluded.” In fact, you are my strength, and I love you.”88

Thus, Chenault masterfully used positive emotions to cope with profound nega-
tive emotions.

 Developing Emotional Intelligence
People cope with powerful emotions in lots of dif-
ferent ways. Take Taryn Rose, for example. She 
followed in her physician father’s footsteps by at-
tending medical school. However, near the end of 
her residency, she was bitten by the entrepreneur-
ial bug and set her sights on developing and sell-
ing stylish shoes that would not ruin women’s feet. 
But she did not want to disappoint her family. “I 
feared regret more than I feared failure,”89 she re-
called for Fast Company magazine, so she followed 
her dream. Now that she is the CEO of her own 
$20-million-a-year company, her family under-
stands. For Taryn Rose, it took a good idea and 
determination to conquer her fears. Another way 
to deal effectively with fear and other emotions is 
to become more emotionally mature by developing 
emotional intelligence.

In 1995, Daniel Goleman, a psychologist turned 
journalist, created a stir in education and man-
agement circles with the publication of his book 
Emotional Intelligence. Hence, an obscure topic 
among psychologists became mainstream. Building 
upon Howard Gardner’s concept of interpersonal 
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Talk about baptism by fire. Just 10 months after being named 

CEO of American Express, Kenneth I Chenault addressed 

5,000 of his coworkers in an emotional meeting to begin the 

healing process following the September 11, 2001, terrorist 

attacks. The tragedy claimed the lives of 11 AmEx employees 

and closed the firm’s New York headquarters for eight months 

of repairs. Chenault, seen here presiding over AmEx’s May 13, 

2002, headquarters homecoming celebration, reportedly han-

dled the post-9/11 meeting with great skill and compassion. 
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Table 5–5 Developing Personal and Social Competence through 

Emotional Intelligence

Personal Competence: These capabilities determine how we manage ourselves.

Self-Awareness

•  Emotional self-awareness: Reading one’s own emotions and recognizing their 

impact; using “gut sense” to guide decisions.

•  Accurate self-assessment: Knowing one’s strengths and limits.

•  Self-confidence: A sound sense of one’s self-worth and capabilities.

Self-Management

•  Emotional self-control: Keeping disruptive emotions and impulses under control.

•  Transparency: Displaying honesty and integrity; trustworthiness.

•  Adaptability: Flexibility in adapting to changing situations or overcoming obstacles.

•  Achievement: The drive to improve performance to meet inner standards of 

excellence.

•  Initiative: Readiness to act and seize opportunities.

• Optimism: Seeing the upside in events.

Social Competence: These capabilities determine how we manage relationships.

Social Awareness

•  Empathy: Sensing others’ emotions, understanding their perspective, and tak-

ing active interest in their concerns.

•  Organizational awareness: Reading the currents, decision networks, and politics 

at the organizational level.

•  Service: Recognizing and meeting follower, client, or customer needs.

Relationship Management

•  Inspirational leadership: Guiding and motivating with a compelling vision.

•  Influence: Wielding a range of tactics for persuasion.

•  Developing others: Bolstering others’ abilities through feedback and guidance.

•  Change catalyst: Initiating, managing, and leading in a new direction.

•  Conflict management: Resolving disagreements.

•  Building bonds: Cultivating and maintaining a web of relationships.

•  Teamwork and collaboration: Cooperation and team building.

SOURCE: Reprinted by permission of Harvard Business School Publishing. Exhibit from Primal 

Leadership: Realizing the Power of Emotional Intelligence, by D Goleman, R Boyatzis, and A McKee, 2002, 

p 398. Copyright 2002 by the Harvard Business School Publishing Corporation;  all rights reserved.

intelligence, Goleman criticizes the traditional model of intelligence (IQ) for being 
too narrow, thus failing to consider interpersonal competence. Goleman’s broader 
agenda includes “abilities such as being able to motivate oneself and persist in the face 
of frustrations; to control impulse and delay gratification; to regulate one’s moods 
and keep distress from swamping the ability to think; to empathize and to hope.”90 
Thus, emotional intelligence is the ability to manage oneself and one’s relationships in 
mature and constructive ways. Referred to by some as EI and others as EQ, emotional 
intelligence is said to have four key components: self-awareness, self-management, so-
cial awareness, and relationship management. The first two constitute personal com-
petence; the second two feed into social competence (see Table 5–5). 

Emotional 
intelligence

Ability to manage 
oneself and interact 

with others 
in mature and 

constructive ways.
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As an integrated package, the proactive personality discussed earlier and 
the characteristics listed in Table 5–5 constitute a challenging self-development 
agenda for each of us. 

Practical Research Insights about Emotional 
Contagion and Emotional Labor
Two streams of OB research on emotions are beginning to yield interesting and 
instructive insights:

 • Emotional contagion.  Have you ever had someone’s bad mood sour your 
mood? That person could have been a parent, supervisor, coworker, friend, 
or someone serving you in a store or restaurant. Appropriately, researchers 
call this  emotional contagion. We, quite literally, can catch another person’s 
bad mood or displayed negative emotions. This effect was documented in 
a study of 131 bank tellers (92% female) and 220 exit interviews with their 
customers. Tellers who expressed positive emotions tended to have more 
satisfied customers. Two field studies with nurses and accountants as sub-
jects found a strong linkage between the work group’s collective mood and 
the individual’s mood.91 Both foul moods and good moods turned out to be 
contagious. 

 • Emotional labor. Generations of managers have known about the power of 
emotional contagion in the marketplace. “Smile, look happy for the custom-
ers,” employees are told over and over. But what if the employee is having 
a rotten day? What if they have to mask their true feelings and emotions? 
What if they have to fake it? Researchers have begun studying the dynamics 
of what they call emotional labor. A pair of authors, one from Australia the 
other from the United States, summarized the research lessons to date:

Emotional labor can be particularly detrimental to the employee performing the labor 

and can take its toll both psychologically and physically. Employees . . . may bottle up 

feelings of frustration, resentment, and anger, which are not appropriate to express. 

These feelings result, in part, from the constant requirement to monitor one’s negative 

emotions and express positive ones. If not given a healthy expressive outlet, this emo-

tional repression can lead to a syndrome of emotional exhaustion and burnout.92

Interestingly, a pair of laboratory studies with US college students as subjects 
found no gender difference in felt emotions. But the women were more emotionally 
expressive than the men.93 Managers clearly need to be attuned to (and responsive to) 
the emotional states and needs of their people. This requires emotional intelligence.

 Paving Your Road to Success 
with Lessons from OB 
Let’s put your new knowledge about yourself  and others to practical use by ex-
ploring the road to success. Of course, we cannot define success for you—it de-
pends upon your own history, expectations, goals and dreams, and opportunities. 
We can share a couple of helpful perspectives, however. The first comes from leg-
endary Omaha investor Warren Buffett: “They say success is getting what you 
want and happiness is wanting what you get.”94 The second comes from College 

to the point
What do psy-
chological 
capital and 
deliberate 
practice 
involve and 
how can we 
make our 
own luck?
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Football Hall of Fame coach Lou Holtz: “Make sure you always have four things 
in your life: Something to do, someone to love, something to hope for and some-
thing to believe in.”95 With these inspirational words in mind, we explore four key 
paving stones for your road to success: psychological capital, deliberate practice, 
luck, and humility (see the Real World/Real People feature about failure not being 
an option). 

 Psychological Capital
In Chapter 1, we introduced the concepts of human and social capital. To those 
we now add psychological capital (PsyCap). PsyCap is derived from the positive 
psychology movement that emphasizes what is right with people rather than what 
is wrong or dysfunctional. This approach focuses on human strengths and poten-
tial as a way to possibly prevent mental and behavioral problems and improve the 
general quality of life. University of Nebraska OB scholar Fred Luthans and his 
colleagues offer this definition of  psychological capital: 

 [PsyCap is] an individual’s positive psychological state of development and is charac-

terized by (1) having confidence ( self-efficacy) to take on and put in the necessary 

effort to succeed at challenging tasks; (2) making a positive attribution (optimism) 

about succeeding now and in the future; (3) persevering toward goals, and when 

necessary, redirecting paths to goals (hope) in order to succeed; and (4) when beset 

by problems and adversity, sustaining and bouncing back and even beyond (resiliency) 

to attain success.96

Psychological 
capital 

Striving for success 
by developing 

one’s self-efficacy, 
optimism, hope, and 

resiliency.

Anne Sweeney, co-chair, Disney Media Networks, and 

president of Disney’s ABC Television Group:

The best piece of advice I’ve received didn’t come 

from anyone I knew. My family and I were in San 

Francisco for a long weekend, and we were strolling 

around the farmer’s market. As I wandered by this 

one stall, I looked up and saw a piece of steel that had 

been etched with a quote. It asked, “What would you 

attempt to do if you knew you could not fail?” It liter-

ally stopped me in my tracks. It made me think about 

my life in all its facets—personal, family, and business. I 

stood there for a good 15 or 20 minutes ruminating on 

how this quote resonated with me and how I wanted 

to apply the saying to my life. . . .

 It speaks to big dreams, innovation, challenging 

yourself, and pushing to create what’s next. It’s the 

kind of advice that makes you take professional risks 

too. 

What would you attempt to do if you knew you 
wouldn’t fail?
SOURCE: As quoted in J Mero, “Rule No. 1: Assume Failing Is 

Impossible,” Fortune, September 29, 2008, p 42.

Failure Is Not an Option

go to the Web for the Group Exercise:  Anger Control Role Play

  REAL WORLD | real people
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Importantly, you can build your own PsyCap by apply-
ing lessons from this textbook relating to self-efficacy, posi-
tive attributions (Chapter 7), and goal setting (Chapter 9). 
 Resiliency can be developed through deliberate practice, dis-
cussed below, and being inspired by role models such as jazz/
folk singer Melody Gardot:

 When a car crashes your bike and leaves you bed-ridden for a 

year, people don’t expect to hear that you feel blessed. But de-

spite months of rehab and ongoing chronic pain and sensitivity 

to light, that accident changed my life in beautiful ways.

 The doctor recommended music therapy. Research suggests 

the melodies can help rebuild neural pathways, so I strummed 

a few notes on a little guitar. The songs led to recordings and 

to live performances. Now I’m about to tour on a new album, 

Worrisome Heart.97

 Deliberate Practice
Is there something you want to become really, really good 
at—world-class good? Maybe a sport, a musical instrument, 
speaking in pubic, writing a blog,  playing a video game, 
designing products, coding software, singing and dancing, 
or woodworking. Then take this good advice from an old New York City joke: 
Tourist: “How do I get to Carnegie Hall?” New Yorker: “Practice, practice, prac-
tice.” Okay, so how much practice? Try the “10,000-hour rule.” After studying 
relevant research evidence, Malcolm Gladwell came to this conclusion in his re-
cent book Outliers: The Story of Success: “. . . the closer psychologists look at 
the careers of  the gifted, the smaller the role innate talent seems to play and the 
bigger the role preparation seems to play. . . . [T]he people at the very top don’t 
work just harder or even much harder than everyone else. They work much, much 
harder. . . . Ten thousand hours is the magic number of  greatness.”98 Generally, 
that works out to about ten years of  “deliberate”  practice.

Fortune magazine’s Geoff Colvin, in his interesting new book Talent Is 
Overrated: What Really Separates World-Class Performers from Everybody Else, 
identifies the key elements of  deliberate practice: 

 It is activity designed specifically to improve performance, often with a teacher’s help; 
it can be repeated a lot; feedback on results is continuously available; it’s highly de-

manding mentally, whether the activity is purely intellectual, such as chess or business-
related activities, or heavily physical, such as sports; and it isn’t much fun.99

Tiger Woods, who has relentlessly polished every aspect of his golf  game since 
he was a toddler—first under his father’s tutelage and later with the best coaches—
shows where deliberate practice can take you. This situation, in addition to his 
titles and trophies, illustrates Tiger’s uncanny “feel” for the game of golf:

 A few years ago, Nike was developing a driver and had Woods test the prototype. He 

hit three and said he liked the light one.

 The clubs weighed the same, Woods was told. No they don’t, he replied.

 Nike’s research crew put the drivers on a scale and discovered Woods was right. 

The club he liked weighed 2 grams less than the others.100 

 Resiliency

The ability to 
handle pressure and 
quickly bounce back 
from personal and 
career setbacks.

Deliberate 
 practice

A demanding, 
repetitive, and 
assisted program 
to improve one’s 
performance.
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 Luck
If  you want to know about luck, then talk to lucky and unlucky people to see 
how they differ. That simple premise is behind more than a decade of innovative 
research by Richard Wiseman, a psychology professor in the UK. It turns out 
that luck involves much more than simply random chance or coincidence. Lucky 
people, through how they think and behave, make their own good fortune. Here 
are Wiseman’s four guidelines for improving your luck:

  1. Be active and involved. Be open to new experiences and networking with others 

to encounter more lucky chance opportunities.

 2. Listen to your hunches about luck. Learn when to listen to your intuitive gut 

 feelings. Meditation and mind-clearning activities can help.

 3. Expect to be lucky no matter how bad the situation. Remain optimistic and work 

to make your expectations a self-fulfilling prophecy.

 4. Turn your bad luck into good fortune. Take control of bad situations by remaining  

calm, positive, and focused on a better future.101

Now we know why singer Melody Gardot, in the example above, feels blessed. She 
made her own luck by turning bad luck into good fortune.

 Humility
Before you declare yourself  Grade A executive material, here is one more thing to 
toss into your tool kit: a touch of humility.  Humility is “a realistic assessment of 
one’s own contribution and the recognition of the contribution of others, along 
with luck and good fortune that made one’s own success possible.”102 Humility 
has been called the silent virtue. How many truly humble people brag about being 
humble? Two OB experts offered this instructive perspective:

 Humble individuals have a down-to-earth perspective of themselves and of the events 

and relationships in their lives. Humility involves a capability to evaluate success, failure, 

work, and life without exaggeration. Furthermore, humility enables leaders to distinguish 

the delicate line between such characteristics as healthy self-confidence, self-esteem, and 

self-assessment, and those of over-confidence, narcissism, and stubbornness. Humility is 

the mid-point between the two negative extremes of arrogance and lack of self-esteem. 

This depiction allows one to see that a person can be humble and competitive or humble 

and ambitious at the same time, which contradicts common—but mistaken—views 

about humility.103

Someone has to be great. Why not you? Go for it!

 Humility

Considering the 
contributions of 
others and good 

fortune when 
gauging one’s 

success.

Summary of Key Concepts

Define 1. self-esteem, and explain how it can be improved 

with Branden’s six pillars of self-esteem. Self-esteem is 

how people perceive themselves as physical, social, and 

spiritual beings. Branden’s six pillars of self-esteem 

are live consciously, be self-accepting, take personal 

responsibility, be self-assertive, live purposefully, and 

have personal integrity.

Define 2. self-efficacy, and explain its sources. Self-

efficacy involves one’s belief  about his or her ability to 
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accomplish specific tasks. Those extremely low in self-

efficacy suffer from learned helplessness. Four sources 

of self-efficacy beliefs are prior experience, behavior 

models, persuasion from others, and assessment of 

one’s physical and emotional states. High self-efficacy 

beliefs foster constructive and goal-oriented action, 

whereas low self-efficacy fosters passive, failure-prone 

activities and emotions.

Contrast high and low self-monitoring individuals, 3. 

and discuss the ethical implications of organizational 

identification. A high self-monitor strives to make a 

good public impression by closely monitoring his or 

her behavior and adapting it to the situation. Very 

high self-monitoring can create a “chameleon” who 

is seen as insincere and dishonest. Low self-monitors 

do the opposite by acting out their momentary feel-

ings, regardless of their surroundings. Very low self-

monitoring can lead to a one-way communicator who 

seems to ignore verbal and nonverbal cues from others. 

People who supplant their own identity with that of 

their organization run the risk of blind obedience and 

groupthink because of a failure to engage in critical 

thinking and not being objective about what they are 

asked to do.

Identify and describe the Big Five personality dimen-4. 

sions, and specify which one is correlated most strongly 

with job performance. The Big Five personality 

 dimensions are extraversion (social and talkative), 

agreeableness (trusting and cooperative), conscien-

tiousness (responsible and persistent), emotional 

stability (relaxed and unworried), and openness to 

 experience (intellectual and curious). Conscientious-

ness is the best predictor of job performance.

Describe the proactive personality and an internal locus 5. 

of control. Someone with a proactive personality shows 

initiative, takes action, and perseveres to bring about 

change. People with an internal locus of control, such as 

entrepreneurs, believe they are masters of their own fate. 

Identify at least five of Gardner’s eight multiple intel-6. 

ligences. Harvard’s Howard Gardner broadens the 

traditional cognitive abilities model of intelligence to 

include social and physical abilities. His eight multiple 

intelligences  include linguistic, logical-mathematical, 

musical, bodily-kinesthetic, spatial, interpersonal, in-

trapersonal, and naturalist. 

Distinguish between positive and negative emotions, and 7. 

explain how they can be judged. Positive emotions—

happiness/joy, pride, love/affection, and relief—are 

personal reactions to circumstances congruent with 

one’s goals. Negative emotions—anger, fright/anxiety, 

guilt/shame, sadness, envy/jealousy, and disgust—are 

personal reactions to circumstances incongruent with 

one’s goals. Both types of emotions need to be judged 

in terms of intensity and the appropriateness of the 

person’s relevant goal.

Identify the four key components of emotional intelligence, 8. 

and discuss the practical significance of emotional conta-

gion and emotional labor. Goleman’s model says the four 

components are self-awareness, self-management, social 

awareness, and relationship management. People can, 

in fact, catch another person’s good or bad moods and 

expressed emotions, much as they would catch a con-

tagious disease. Managers and others in the workplace 

need to avoid spreading counterproductive emotions. 

People in service jobs who are asked to suppress their 

own negative emotions and display positive emotions, 

regardless of their true feelings at the time, pay a physi-

cal and mental price for their emotional labor. Managers 

who are not mindful of emotional labor may experience 

lower productivity, reduced job satisfaction, and possibly 

aggression and even violence.

Explain how psychological capital, deliberate prac-9. 

tice, luck, and humility can pave your road to success. 

Psychological capital (PsyCap) can be built through 

self-efficacy, optimism (positive attributions), hope 

(goal setting), and resiliency. Deliberate practice in-

volves following the 10,000-hour rule with a demand-

ing, repetitive, and assisted program of improvement. 

Lucky people stay involved to maximize their chance 

opportunities, follow their lucky hunches, expect to be 

lucky no matter the circumstances, and turn bad luck 

into good fortune. Humble people factor the contribu-

tions of others and good fortune into their perceived 

success.

Self-concept, 125
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OB in Action Case Study

 Stephen A. Schwarzman, Chairman and Chief Executive 
Officer, the Blackstone Group

I grew up in a small town outside Philadelphia and 
went to the local high school, where I ran track all four 
years. Our team practiced outdoors, and in the winter, 
in the bitter cold, the experience was pretty miserable. 
The school was set on a hill, and as we ran around the 
parking lot the wind would come whipping around the 
building and hit us. We had to watch our steps care-
fully so as not to slip and fall on the ice. While we were 
doing our laps, the coach—a 50-year-old named Jack 
Armstrong—would stand against one wall protected 
from the wind, bundled up in a huge coat and wool 
hat and gloves, clapping and smiling cheerfully. Every 
time the pack shuffled past, he’d shout, “Remember—
you’ve got to make your deposits before you can make 
a withdrawal!”

Now, this was a public school with no special facili-
ties, and the team was made up of average athletes with 
differing levels of intelligence and motivation. But we 
never lost one single meet. And because of that success, 
and maybe because of the way in which the advice itself  
was delivered—I remember it when people yell at me—
Coach Armstrong’s words resonated. I’ve thought of 
them a million times throughout my career in finance, 
and they’ve guided this firm, too.

Coach Armstrong came to mind in one of my first 
weeks on Wall Street, 35 years ago. I’d stayed up all 
night building a massive spreadsheet to be ready for a 
morning meeting. These were the days before Excel, and 
it was a huge feat for someone as bad at statistical stuff  
as I was to do this all by hand; I was pretty proud of 
myself. The partner on the deal, however, took one look 
at my work, spotted a tiny error, and went ballistic. As I 
sat there while he yelled at me, I realized I was getting the 
MBA version of Coach Armstrong’s words. Making an 
effort and meeting the deadline simply weren’t enough. 
To put it in Coach Armstrong’s terms, it wasn’t sufficient 
to make some deposits; I had to be certain that the de-
posits would cover any withdrawal 100% before we made 
a decision or did a deal. If  I hadn’t done all the up-front 

work and made completely sure that my analysis was 
correct, I shouldn’t have put anything forth. Inaccurate 
analysis produces faulty insights and bad decisions—
which lead to losing a tremendous amount of money.

Today, whenever I’m under pressure to make a deci-
sion on a transaction but I don’t know what the right 
one is, I try desperately to postpone it. I’ll insist on more 
information—on doing extra laps around the intellec-
tual parking lot—before committing. . . .

Every year I speak to our new associates and give 
them this advice, although in my own words. This isn’t 
like school, I tell them, where you want to get your 
hand in the air and give an answer quickly. The only 
grade here is 100. Deadlines are important, but at 
Blackstone you can always get help in meeting them. 
As a firm, we can always figure out how to do another 
lap around the parking lot. Because what’s true when 
running track is true when doing deals: The person 
who’s the most ready for game day will be the one who 
wins. 104

Questions for Discussion
How would you describe Stephen Schwarzman’s 1. 

personality?

Relative to the concepts you have just read about, 2. 

what traits and characteristics would describe the 
“ideal” Blackstone job candidate? Explain your 
 rationale for selecting each characteristic.

Ranked 1 3. = most important to 8 = least important, 
which of Gardner’s eight multiple intelligences 
are most critical to being successful at a major 
 investment company like Blackstone? Explain your 
ranking.

Using Table 5–5 as a guide, how important are the 4. 

various emotional intelligence competencies for 
making good investment decisions? Explain.

Do you have what it takes to work for someone like 5. 

Stephen Schwarzman? Explain in terms of the con-
cepts in this chapter.

The Best Advice I Ever Got

Ethical Dilemma

Is It Time for Performance-Enhancing Drugs in the Workplace?
 Facing  an important job interview, 
the college graduate searches her 

closet for the perfect outfit, then rifles through her medi-
cine cabinet for just the right cognitive-en hancement pill. 

Adderall, perhaps, to help her concentrate. Or Provigil, for 
alertness . . . or maybe a beta blocker to combat jitters? 

Doctors in the U.S. who track drug trends say scenar-
ios like this could play out in a thousand variations as 
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Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner 

college students who grew up using prescription drugs 
as study aids enter the workforce. Many high-powered 
professionals are already popping such pills in secret. 
Within a few years they could be joined by millions of 
older adults, including baby boomers who decide there’s 
nothing wrong with using “smart drugs” to ward off  se-
nior moments. The drug industry will benefit mightily if  
public opinion swings this way. 

Many healthy people have trepidations about tin-
kering with the brain using addictive or otherwise 
risky pharmaceuticals. But those reservations are erod-
ing for several reasons. A whole generation has come 
of age using attention-deficit drugs such as Adderall 
and Ritalin, a category valued at nearly $4.7 billion 
in 2007. A lot of teenagers have used them casually 
as study aids, often buying them on the Internet. And 
now, overworked professionals are seeing the appeal. 
“From assembly-line workers to surgeons, many differ-
ent kinds of employee may benefit from enhancement 
and want access to it,” wrote Martha J. Farah, direc-
tor of the Center for Cognitive Neuroscience at the 
University of Pennsylvania, in a recent commentary in 
the science journal Nature. In the controversial essay, 

she and her co-authors, including Stanford Law School 
Professor Henry T. Greely, declared it’s time for people 
to overcome their squeamishness: “Mentally competent 
adults should be able to engage in cognitive enhance-
ment using drugs.”105 

Do Cognitive Enhancement Drugs 
Belong in the Workplace?

If  they provide a competitive edge and are used by 1. 

consenting adults, then it’s an acceptable business 
practice. Explain.

This is a dangerous game. Companies should 2. 

have clear policies forbidding the use of these 
drugs (along with alcohol and illegal drugs) in the 
 workplace. Explain.

This is a personal matter that could boost 3. 

 performance, so companies would be wise to 
 passively  accept it. Explain.

Invent other options. Discuss.4. 



Chapter 6
Values, Attitudes, 
Job Satisfaction, and 
Counterproductive Work 
Behaviors 

When you finish studying the material in this chapter, you should be able to:

 Explain Schwartz’s value theory, and describe three types of value 
conflict.

 Describe the values model of work/family conflict, and specify at least 
three practical lessons from work/family conflict research.

 Identify the three components of attitudes and discuss cognitive 
dissonance.

 Explain how attitudes affect behavior in terms of Ajzen’s theory of 
planned behavior.

 Describe the model of organizational commitment.

 Define the work attitudes of job involvement/employee engagement and 
job satisfaction.

 Identify and briefly describe five alternative causes of job satisfaction.

 Identify eight important correlates/consequences of job satisfaction, and 
summarize how each one relates to job satisfaction.

 Identify the causes of counterproductive work behaviors and the 
measures used to prevent them. 
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Student Resources for Studying Chapter 6

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

 discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find•  Video Cases and Internet Exercises for this chapter online.

www.mhhe.com/kreitner

 Asked what job they would take if they could have any, 

people unleash their imaginations and dream of exotic 

places, powerful positions, or work that involves alco-

hol and a paycheck at the same time.

Or so you’d think.

None of that appeals to Lori Miller who, as a lead 

word processor, has to do things that don’t seem so 

dreamy, including proofreading, spell-checking, and for-

matting. But she loves it.

“I like and respect nearly all my coworkers, and 

most of them feel the same way about me,” she says. 

“Just a few things would make it a little better,” she 

says, including a shorter commute and the return of 

some great people who used to work there.  And one 

more thing: She’d appreciate if everyone would put 

their dishes in the dishwasher.

One person’s idea of a dream job is as simple as a 

place where coworkers would put their dishes in the 

dishwasher. What is your idea of a dream job?

It’s not a lot to ask for and it turns out a surprising 

number of people dreaming up their dream job don’t 

ask for much. One could attribute it to lack of imagina-

tion, setting the bar low, or “anchoring,” the term refer-

ring to the place people start and never move far from. 

One could chalk it up to rationalizing your plight.

But maybe people simply like what they do and 

aren’t, as some management would have you believe, 

asking for too much—just the elimination of a small 

but disproportionately powerful amount of office 

inanity.

That may be one reason why two-thirds of Americans 

would take the same job again “without hesitation” and 

why 90% of Americans are at least somewhat satisfied 

with their jobs, according to a Gallup Poll. . . .

So, money doesn’t interest Elizabeth Gray as much 

as a level playing field. “I like what I do,” says the city 

project manager who once witnessed former col-

leagues award a contractor, paid for work he never 

completed, with the title of “Contractor of the Year.” 

Thus: “My dream job would be one free of politics,” 

she says. “All advancement would be based on merit. 

The people who really did the work would be the ones 

who received the credit.”

Frank Gastner has a similar ideal: “VP in charge of 

destroying inane policies.” Over the years, he’s had to 

hassle with the simplest of design flaws that would 

cost virtually nothing to fix were it not for the bureau-

cracies that entrenched them. So, the retired manufac-

turer’s representative says he would address product 

and process problems with the attitude, “It’s not right; 

let’s fix it now without a committee meeting.”

online resources

A dream job does not have to be extravagant to be the 

ideal job for you.
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Monique Huston actually has her dream job—and 

many tell her it’s theirs, too. She’s general manager 

of a pub in Omaha, the Dundee Dell, which boasts 

650 single-malt scotches on its menu. She visits bars, 

country clubs, people’s homes, and Scotland for whiskey 

tastings. “I stumbled on my passion in life,” she says.

Still, some nights she doesn’t feel like drinking—or 

smiling. “Your face hurts,” she complains. And when 

you have your dream job you wonder what in the 

world you’ll do next.1 

The chapter-opening vignette highlights that one person’s dream job can be 
someone else’s misery. For example, Lori Miller loves proofreading whereas we 
don’t enjoy this task. The bigger point to remember, however, is that individual 
differences influence our values, attitudes, job satisfaction, and tendency to ex-
hibit counterproductive workplace behaviors. It thus is important for managers to 
consider individual differences, which were discussed in Chapter 5, when trying to 
satisfy and motivate employees. 

The overall goal of this chapter is to continue our investigation of individual 
differences from Chapter 5 so that you can get a better idea of how managers and 
organizations can use knowledge of individual differences to attract, motivate, 
and retain quality employees. We explore and discuss the impact of personal val-
ues and attitudes on important outcomes such as job satisfaction, performance, 
turnover, and counterproductive work behaviors.

Personal Values
 When discussing organizational culture in Chapter 3, we defined values as desired 
ways of behaving or desired end-states.  Our focus in Chapter 3 was on collective or 
shared values; here the focus shifts to personal values. Personal values essentially 
represent the things that have meaning to us in our lives. Values are important to 
your understanding of organizational behavior because they influence our behav-
ior across different settings. 

Shalom Schwartz has developed a comprehensive and well-accepted theory of 
personal values.2 Let us learn more about personal values by exploring Schwartz’s 
theory, discussing value conflicts, and examining the timely value-related topic of 
work versus family life conflicts.

Schwartz’s  Value   Theory
Schwartz believes that values are motivational in that they “represent broad goals 
that apply across contexts and time.”3 For example, valuing achievement will likely 
result in your working hard to earn a promotion at work just at it will drive you to 
compete against friends in a weekly golf  game. Values also are relatively stable and 
can influence behavior outside of our awareness. 

Schwartz proposed that there are 10 broad values that guide behavior. He also 
identified the motivational mechanisms that underlie each value (see Table 6–1). 
It is these motivational mechanisms that give values their ability to influence our 
behavior. For example, Table 6–1 shows that the desire for social power, authority, 
and wealth drive someone who values power. In contrast, the value of conformity 
is driven by motives related to politeness, obedience, self-discipline, and honoring 
one’s parents and elders. Not only have these 10 values been found to predict be-
havior as outlined in the theory, but they also generalize across cultures.4 A recent 
study showed that the 10 basic values were relevant to understanding behavior 
across 20 countries.5   
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Figure 6–1 shows the proposed relationships among the 10 values. The circular 
pattern reveals which values are most strongly related and which ones are in con-
flict. In general, adjacent values like self-direction and universalism are positively 
related, whereas values that are further apart (e.g., self-direction and power) are 
less strongly related. Taking this one step further, Schwartz proposes that values 
that are in opposing directions from the center conflict with each other. Examples 
are power and universalism or stimulation and conformity/tradition. For instance, 
the drive to live a stimulating life by engaging in activities like skydiving or moun-
tain climbing would conflict with the desire to live a moderate or traditional life. 
Research provides partial support for these predictions.6  

Value Conflicts
There are three types of value conflict that are related to an individual’s attitudes, 
job satisfaction, turnover, performance, and counterproductive behavior. They 
are intrapersonal value conflict, interpersonal value conflict, and individual– 
organization value conflict. These sources of conflict are, respectively, from inside 
the person, between people, and between the person and the organization.

Table 6 –1 Definition of Values and Motives in Schwartz’s Theory

VALUE DEFINITION AND UNDERLYING MOTIVES

Power Social status and prestige, control or dominance over people and resources (social power, 

 authority, wealth)

Achievement Personal success through demonstrating competence according to social standards 

 (successful, capable, ambitious, influential)

Hedonism Pleasure and sensuous gratification for oneself (pleasure, enjoying life)

Stimulation Excitement, novelty, and challenge in life (daring, a varied life, an exciting life)

Self-direction Independent thought and action choosing, creating, exploring ( creativity, freedom, 

 independent, curious, choosing own goals)

Universalism Understanding, appreciation, tolerance and protection of the welfare of all people and of 

  nature (broadminded, wisdom, social justice, equality, a world at peace, a world of 

beauty, unity with nature, protecting the environment)

Benevolence Preservation and enhancement of the welfare of people with whom one is in frequent 

 personal contact (helpful, honest, forgiving, loyal, responsible)

Tradition Respect, commitment, and acceptance of the customs and ideas that traditional culture 

  or religion provides the self (humble, accepting my portion in life, devout, respect for 

tradition, moderate)

Conformity Restraint of actions, inclinations, and impulses likely to upset or harm others and violate 

  social expectations or norms (politeness, obedient, self-discipline, honoring parents and 

elders)

Security Safety, harmony, and stability of society, of relationships, and of self (family security, 

 national security, social order, clean, reciprocation of favors)

SOURCE: From Anat Bardi and Shalom H Schwartz, “Values and Behavior: Strength and Structure of Relations,” Personality & Social 

Psychology Bulletin, October 2003, p 1208. Copyright © 2003 by Sage Publications.
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Intrapersonal Value Conflict Our discussion of Schwartz’s theory of 
values revealed that people are likely to experience inner conflict and stress when 
personal values conflict with each other. For employees who want balance in their 
lives, a stressful conflict can arise when one values, for example, “achievement” 
and “tradition.” Paul Wenske, a former investigative reporter for the Kansas 
City Star, is experiencing intrapersonal value conflict after being forced to take 
a buyout from his employer. He was an award-winning journalist for 30 years 
that strongly identified with his work role. He told The Wall Street Journal that 
“Suddenly you’re not the same person you used to be. You look in the mirror. 
Who are you?” Therapists suggest that this type of value conflict can be reduced 
by “taking pride in characteristics that can’t be stripped away—virtue, integrity, 
honesty, generosity. They also recommend investing more time and pride in rela-
tionships with family, friends, and community.”7 In general, people are happier 
and less stressed when their personal values are aligned.

Interpersonal Value Conflict This type of value conflict often is at the 
core of personality conflicts, and such conflicts can negatively affect one’s  career. 
Consider the case of Jeffrey Johnson. He was fired by the owner of the Los Angeles 
Times—the Tribune Co.—when his values collided with those possessed by senior 
management. Senior management wanted Johnson to improve the paper’s financial 
results by cutting costs. Johnson then was asked to eliminate employees from the 
payroll. The conflict for Mr. Johnson was that he did not believe that the news paper’s 
problems would be solved by employee layoffs. He wanted to improve the newspa-
per’s financial status by exploring creative ways to generate revenue as opposed to 
cutting costs.8 This example highlights how important it is to carefully evaluate the 
pros and cons of handling interpersonal value conflicts with our superiors.

Figure 6–1 Relationship among Schwartz’s Values

SOURCE: Anat Bardi and Shalom H Schwartz, “Values and Behavior: Strength and Structure of Relations,” 

Personality and Social Psychology Bulletin, October 2003, p  1208. Copyright © 2003 by Sage Publications.
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Individual–Organization Value Conflict As we saw in Chapter 3, 
companies actively seek to embed certain values into their corporate cultures. 
Conflict can occur when values espoused and enacted by the organization collide 
with employees’ personal values. OB researchers refer to this type of  conflict as 
value congruence or person–culture fit.9 Value congruence or person–culture fit 
reflects the similarity between an individual’s personal values and the cultural 
value system of an organization. This is an important type of  conflict to consider 
when accepting future jobs because positive outcomes such as satisfaction, com-
mitment, performance, career success, reduced stress, and lower turnover inten-
tions are realized when an individual’s personal values are similar or aligned with 
organizational values.10

Value 
congruence or 
person–culture fit

The similarity 
between personal 
values and 
organizational 
values.

go to the Web for the Self-Exercise:  Personal Values Clarification

Work versus Family Life Conflict
A complex web of demographic and economic factors makes the balancing act be-
tween job and life very challenging for most of us. This is particularly true  during 
a recession.11 The Real World/Real People feature on page 158 illustrates what 
happened to Karyn Couvillion as she tried to balance the increased demands of 
doing more work with less resources. Unfortunately, this type of imbalance is not 
expected to disappear in the   near future.  

In this section, we seek to better understand work versus family life conflict by 
introducing a values-based model and discussing practical research insights. 

A Values-Based Model of Work/Family Conflict Pamela L Perrewé 
and Wayne A Hochwarter proposed a model of work/family conflict (see Fig-
ure 6–2).  On the left, we see one’s general life values feeding into one’s family-
 related values and work-related values. Family values involve enduring beliefs 
about the importance of family and who should play key family roles (e.g., child 
rearing, housekeeping, and income earning). Work values center on the relative 
importance of work and career goals in one’s life. Value similarity relates to the de-
gree of consensus among family members about family values. When a housewife 
launches a business venture despite her husband’s desire to be the sole bread winner, 
lack of family value similarity causes work/family conflict. Value congruence, on 
the other hand, involves the amount of value agreement between employee and 
employer. If, for example, refusing to go on a business trip to stay home for a 
child’s birthday is viewed as disloyalty to the company, lack of value congruence 
can trigger work/family conflict.

In turn, “work-family conflict can take two distinct forms: work interference 
with family and family interference with work.”12 For example, suppose two man-
agers in the same department have daughters playing on the same soccer team. 
One manager misses the big soccer game to attend a last-minute department meet-
ing; the other manager skips the meeting to attend the game. Both may experience 
work/family conflict, but for different reasons.13

The last two boxes in the model—value attainment and job and life satisfaction—
are a package deal. Satisfaction tends to be higher for those who live according to 
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Figure 6 –2 A Values Model of Work/Family Conflict

SOURCE: From Pamela L Perrewé and Wayne A Hochwarter, “Can We Really Have It All? The Attainment 

of Work and Family Values,” Current Directions in Psychological Science, February 2001, p 30. Reprinted with 

permission of Wiley-Blackwell.

Does this sound familiar? 350 e-mails a day in my inbox. 

Blackberry, cell phone, and laptop constantly in tow. 

Check my Outlook calendar and see that I’m double—or 

triple—booked in meetings every hour, plus a 7 a.m. global 

conference call. Being told by management that we can-

not hire additional head count because of a hiring freeze, 

despite the hefty increase in responsibilities for my team. 

That was me a year ago. The red tape, politics, ridiculous 

expectations, and meager resources made it nearly impos-

sible to do my job as an advertising and brand manager 

for a large tech company. On top of it, I had just returned 

from maternity leave after having my first child.  And my 

father was very sick with leukemia, but I could not take the 

out-of-state trip to visit him due to a company policy that 

burned vacation and sick time as part of maternity leave.

 So I quit. So did my husband, who worked in a top 

advertising agency. In fact, we both quit on the same 

day: Sept. 11, 2007. We decided that life was too short 

and we had had enough. . . . I wanted to spend some 

time with my ill father. . . . When my father died on 

Dec. 2, 2007, I was there by his side.

Using the Schwartz theory of values, which con-
flicting values led Karyn to quit?

SOURCE: Excerpted from M Conlin, “How to Get a Life and Do 

Your Job,” BusinessWeek, August 25, 2008, pp 37–38. 

Karyn Couvillion Quit Her Job in Response to Work/Family Conflict

 REAL WORLD | real people

Karyn’s work/family conflict led her to 

quit her job. How would you respond 

in a similar situation?
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their values and lower for those who do not. Overall, this model reflects much com-
mon sense. How does your life track through the model? Sadly, it is a painful trip for 
many these days.

 Great companies recognize that the ability to take care 

of family concerns is an important part of an employee’s 

job satisfaction. How can a company’s policies reflect a 

 family-supportive philosophy?

go to the Web for the Self-Exercise: Are Your Values and 
Commitments Aligned?

Practical Research Insights about Work/Family Conflict This 
is a new but very active area of OB research. Let us consider five practical conclu-
sions derived from this research. 

 Work/family balance begins at home. • As discussed in Chapter 2, women 
shoulder the majority of the standard household chores and child-rearing 
responsibilities. Fortunately, recent research shows that men are beginning 
to share more of the work associated with running a home.14 These results 
suggest that both men and women need help with domestic responsibilities if  
there is any chance of achieving work/family balance. You are encouraged to 
hire domestic help if  you need and can afford it. 

 An employer’s family-supportive philosophy • 
is more important than specific programs. 
Many employers offer family-friendly pro-
grams today, including child and elder day 
care assistance, parental leave, telecommut-
ing, and flexible work schedules. However, 
if  employees are afraid or reluctant to take 
advantage of those programs because the 
organization’s culture values hard work 
and long hours above all else, families will 
inevitably suffer. To be truly family-friendly, 
the organization needs to provide programs 
and back them up with a family-supportive 
philosophy and culture.15 Satyam Computer 
Services Limited is a good example. The 
company implemented a Family Learning 
program aimed at helping its employees’ 
families to “bond with each other and the 
organization.” The program “aims to guide children through a smooth 
 transition to adulthood, while teaching them skills intended to improve their 
quality of life. Their parents learn about the dynamics of adult relation-
ships; self-guided improvement; and life management skills.”16

 Informal flexibility in work hours and in allowing people to work at home is • 
essential to promoting work/family balance. Quite simply, flexibility allows 
people to cope more effectively with competing demands across their personal 
and work lives. Dell Inc., for example, is allowing some work teams to elimi-
nate “firm office hours and handing employees control over when and how 
they achieve goals.” Bristol-Myers Squibb similarly tried to enhance worker 
flexibility by enabling people to choose one of six different work schedules.17 
In support of these practices, a recent survey of 560 organizations revealed 
that flexible schedules resulted in increased employee morale and retention.18
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 • Supportive bosses and spouses can help. A recent field survey of 792 informa-
tion technology employees from 10 companies revealed that work/family 
conflict was lower when employees had good relationships with their direct 
supervisor. Similarly, a study of 168 couples demonstrated that work/family 
conflict was reduced when spouses helped each other to balance their indi-
vidual work/family demands.19 

 • Take a proactive approach to managing work/family conflict. Two recent meta-
analyses of more than 60 different studies and 43,000 people demonstrated 
that an individual’s personal life spills over to his or her work life and vice 
versa. This means that employees’ job satisfaction, organizational commit-
ment, and intentions to quit are significantly related to the amount of work/
family conflict that exists in their lives.20 We thus encourage you to identify 
and manage the sources of work/family conflict. The importance of this rec-
ommendation is underscored by recent results from a study of 9,627 manag-
ers from 33 countries. Findings indicated that managers were rated as more 
promotable when they were perceived as having higher work-life balance.21

Organizational Response to Work/Family Issues Organizations 
have implemented a variety of family-friendly programs and services aimed at 
helping employees to balance the interplay between their work and personal lives. 
Although these programs are positively received by employees, experts now believe 
that such efforts are partially misguided because they focus on balancing work/
family issues rather than integrating them. Balance is needed for opposites, and 
work and family are not opposites. Rather, our work and personal lives should be 
a well-integrated whole. 

Attitudes
 Hardly a day goes by without the popular media reporting the results of another 
attitude survey. The idea is to take the pulse of public opinion. What do we think 
about President Obama, terrorism, the war on drugs, gun control, or taxes? In 
the workplace, meanwhile, managers conduct attitude surveys to monitor such 
things as job and pay satisfaction. All this attention to attitudes is based on the 
realization that our attitudes influence our behavior. For example, research dem-
onstrated that seniors with a positive attitude about aging had better memory, had 
better hearing, and lived longer than those with negative attitudes.22 In a work set-
ting, two recent meta-analyses revealed that job attitudes were positively  related to 
 performance and negatively associated with indicators of withdrawal—lateness, 
absenteeism, and turnover.23 In this section, we discuss the components of atti-
tudes and examine the connection between attitudes and behavior.

The Nature of Attitudes
An attitude is defined as “a learned predisposition to respond in a consistently 
favorable or unfavorable manner with respect to a given object.”24 Consider your 
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attitude toward chocolate ice cream. You are more likely to purchase a chocolate 
ice cream cone if  you have a positive attitude toward chocolate ice cream. In con-
trast, you are more likely to purchase some other flavor, say vanilla caramel swirl, 
if  you have a positive attitude toward vanilla and a neutral or negative attitude 
toward chocolate ice cream. Let us consider a work example. If  you have a posi-
tive attitude about your job (i.e., you like what you are doing), you would be more 
willing to extend yourself  at work by working longer and harder. These examples 
illustrate that attitudes propel us to act in a specific way in a specific context. That 
is, attitudes affect behavior at a different level than do values. While values rep-
resent global beliefs that influence behavior across all situations, attitudes relate 
only to behavior directed toward specific objects, persons, or situations. Values 
and attitudes generally, but not always, are in harmony. A manager who strongly 
values helpful behavior may have a negative attitude toward helping an unethical 
coworker. The difference between attitudes and values is clarified by considering 
the three components of attitudes: affective, cognitive, and behavioral.25 It is im-
portant to note that your overall attitude toward someone or something is a func-
tion of the combined influence of all three components.

Affective Component The affective component of  an attitude contains the 
feelings or emotions one has about a given object or situation. For example, how 
do you feel about people who talk on cell phones in restaurants? If  you feel an-
noyed or angry with such people, you are expressing negative affect or feelings 
toward people who talk on cell phones in restaurants. In contrast, the affective 
component of your attitude is neutral if  you are indifferent about people talking 
on cell phones in  restaurants.

Cognitive Component What do you think about people who talk on cell 
phones in restaurants? Do you believe this behavior is inconsiderate, productive, com-
pletely acceptable, or rude? Your answer represents the cognitive component of your 
attitude toward people talking on cell phones in restaurants. The cognitive component 
of an attitude reflects the beliefs or ideas one has about an object or situation.

Behavioral Component The behavioral component refers to how one in-
tends or expects to act toward someone or something. For example, how would 
you intend to respond to someone talking on a cell phone during dinner at a 
restaurant if  this individual were sitting in close proximity to you and your guest? 
Attitude theory suggests that your ultimate behavior in this situation is a function 
of all three attitudinal components. You are unlikely to say anything to someone 
using a cell phone in a restaurant if  you are not irritated by this behavior (affec-
tive), if  you believe cell phone use helps people to manage their lives (cognitive), 
and you have no intention of confronting this individual (behavioral).26

What Happens When Attitudes and Reality 
Collide? Cognitive Dissonance
What happens when a strongly held attitude is contradicted by reality? Suppose 
you are extremely concerned about getting AIDS, which you believe is trans-
ferred from contact with body fluids, including blood. Then you find yourself  
in a life-threatening accident in a foreign country and need surgery and blood 
transfusions—including transfusions of blood (possibly AIDS-infected) from a 
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blood bank with unknown quality control. Would you reject the blood to remain 
consistent with your beliefs about getting AIDS? According to social psychologist 
Leon Festinger, this situation would create cognitive dissonance.

Cognitive dissonance represents the psychological discomfort a person experiences 
when his or her attitudes or beliefs are incompatible with his or her behavior.27 Festinger 
proposed that people are motivated to maintain consistency between their attitudes 
and beliefs and their behavior. He therefore theorized that people will seek to reduce 
the “dissonance,” or psychological tension, through one of three main methods:

 1. Change your attitude or behavior, or both. This is the simplest solution when con-

fronted with cognitive dissonance. Returning to our example about needing a 

blood transfusion, this would amount to either (1) telling yourself  that you can’t 

get AIDS through blood and take the transfusion or (2) simply refusing to take 

the transfusion.

 Belittle the importance of the inconsistent behavior. 2. This happens all the time. In 

our example, you could belittle the belief  that you can get AIDS from the foreign 

blood bank. (The doctor said she regularly uses blood from that blood bank.)

 3. Find consonant elements that outweigh dissonant ones. This approach entails ra-

tionalizing away the dissonance. You can tell yourself  that you are taking the 

transfusion because you have no other options. After all, you could die if  you 

don’t get the required surgery.

How Stable Are Attitudes?
In one landmark study, researchers found the job attitudes of 5,000 middle-
aged male employees to be very stable over a five-year period. Positive job at-
titudes remained positive; negative ones remained negative. Even those who 
changed jobs or occupations tended to maintain their prior job attitudes.28 
More recent research suggests the foregoing study may have overstated the sta-
bility of attitudes because it was restricted to a middle-aged sample. This time, 
researchers asked: What happens to attitudes over the entire span of adult-
hood? General attitudes were found to be more susceptible to change dur-
ing early and late adulthood than during middle adulthood. Three factors 
accounted for middle-age attitude stability: (1) greater personal certainty, 
(2) perceived abundance of knowledge, and (3) a need for strong attitudes. Thus, 
the conventional notion that general attitudes become less likely to change as the 
person ages was rejected. Elderly people, along with young adults, can and do 
change their general attitudes because they are more open and less self-assured.29

Because our cultural backgrounds and experiences vary, our attitudes and 
 behavior vary. Attitudes are translated into behavior via behavioral intentions. 
Let us examine an established model of this important process.

Attitudes Affect Behavior via Intentions
Building on Leon Festinger’s work on cognitive dissonance, Icek Ajzen and Martin 
Fishbein further delved into understanding the reason for discrepancies between 
individuals’ attitudes and behavior. Ajzen ultimately developed and refined a model 
focusing on intentions as the key link between attitudes and planned behavior. His 
theory of planned behavior in Figure 6–3 shows three separate but interacting de-
terminants of one’s intention (a person’s readiness to perform a given behavior) to 
exhibit a specific behavior. 
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Importantly, this model only predicts behavior under an individual’s control, 
not behavior due to circumstances beyond one’s control. For example, this model 
can predict the likelihood that Boeing Co.’s machinists would strike against the 
company in late 2008. But it would be a poor model for predicting whether or not 
a specific machinist would arrive at the picket line at a designated time and date 
because uncontrolled circumstances such as traffic delays or an accident could 
intervene.30

Determinants of Intention Ajzen has explained the nature and roles of 
the three determinants of intention as follows:

The first is the attitude toward the behavior and refers to the degree to which a person 

has a favorable or unfavorable evaluation or appraisal of the behavior in question. The 

second predictor is a social factor termed subjective norm; it refers to the perceived 

social pressure to perform or not to perform the behavior.  The third antecedent of 

intention is the degree of perceived behavior control, which . . . refers to the perceived 

ease or difficulty of performing the behavior and it is assumed to reflect past experi-

ence as well as anticipated impediments and obstacles.31

To bring these three determinants of intention to life, let us return to the exam-
ple of the machinist strike against Boeing (see the Real World/Real People feature on 
page 164). The machinists have a positive attitude about striking because they believe 
the company is going to outsource their jobs. There also is a strong subjective norm 
to strike that is being promoted by the union. Regarding perceived behavior control, 
the machinists are completely in charge of acting on their intentions to strike.   

Figure 6 –3 Ajzen’s Theory of Planned Behavior

SOURCE: From I Ajzen, “The Theory of Planned Behavior,” Organizational Behavior and Human Decision 

Processes, Figure 1, p 182. Copyright © 1991, with permission from Elsevier Science.
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Intentions and Behavior Research Lessons and Implications
According to the model of planned behavior, someone’s intention to engage in a 
given behavior is a strong predictor of that behavior. For example, the quickest and 
possibly most accurate way of determining whether an individual will quit his or 
her job is to have an objective third party ask if he or she intends to quit. A meta-
analysis of 34 studies of employee turnover involving more than 83,000 employees 
validated this direct approach. The researchers found stated behavioral intentions to 
be a better predictor of employee turnover than job satisfaction, satisfaction with the 
work itself, or organizational commitment.32 Another study took these findings one 
step further by considering whether or not job applicants’ intention to quit a job be-
fore they were hired would predict voluntary turnover six months after being hired. 
Results demonstrated that intentions to quit significantly predicted turnover.33

Research has demonstrated that Ajzen’s model accurately predicted intentions 
to buy consumer products, to search for a new job, to have children, to vote for spe-
cific political candidates, and to share information with others at work. Attitudes 
and behaviors regarding affirmative action programs, weight loss intentions and 
behavior, using Internet services to facilitate the shipping of products, nurses’ 

At the heart of the union machinists’ strike against 

Boeing Co. is a high-stakes showdown over something 

the aerospace giant once touted as a manufacturing 

innovation: Its efforts to outsource key roles in pro-

ducing its new 787 Dreamliner jet. . . .

 Boeing says it needs flexibility in its manufacturing 

to avoid the problems that have befallen other big 

industrial companies, while the union is fighting to keep 

as many jobs as possible. . . .

 Resentment over outsourcing has been festering 

since the mid-1990s, when Boeing began a sweeping 

campaign to modernize its factories. The company has 

relied increasingly on contractors around the world to 

build larger and larger sections of its airplanes. By adopt-

ing many of the methods pioneered in the automobile 

industry, Boeing has been able to reduce the time it 

takes to build some of its jets by more than 50%. . . .

 “We want the company to be extremely success-

ful, but it seems like every time we make a big leap 

forward in efficiency, Boeing finds a way to send more 

jobs to outside contractors,” said John Jorgensen, who 

has worked on Boeing’s assembly lines for 43 years.

 Their fear is that Boeing will eventually seek to 

allow contractors to go one step further and install 

their components directly on the airplane. Boeing offi-

cials insist that they have no plans to do this, but at the 

same time, they have refused to give the union blanket 

assurances in writing.

 According to people familiar with the situation, 

Boeing had hoped that IAM President Tom Buffenbarger 

would help break the impasse with local union officials 

over the job security issue. . . . Instead, Mr. Buffenbarger 

agreed that job security was one of the union’s pri-

orities. “It’s time for Boeing to listen to us on this,” 

Mr. Buffenbarger said in a telephone interview from 

Florida.

 What beliefs are driving the machinists’ desire 
to strike?

SOURCE: Excerpted from J L Lunsford, “Outsourcing at Crux of 

Boeing Strike,” The Wall Street Journal, September 8, 2008. Copyright © 

2008 by Dow Jones & Company, Inc. via Copyright Clearance Center.

 Attitudes and Beliefs at the Core of Machinists’ Strike at Boeing  

REAL WORLD | real people

This machinist is on strike at Boeing due to the threat of 

outsourcing.
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willingness to work with older patients, and reenlisting in the National Guard also 
have been predicted successfully by the model.34 From a practical standpoint, the 
theory of planned behavior has important managerial implications. Managers are 
encouraged to use prescriptions derived from the model to implement interven-
tions aimed at changing employees’ behavior. 

According to this model, changing behavior starts with the recognition that 
behavior is modified through intentions, which in turn are influenced by three 
different determinants (see Figure 6–3). Managers can thus influence behavioral 
change by doing or saying things that affect the three determinants of employees’ 
intentions to exhibit a specific behavior: attitude toward the behavior, subjective 
norms, and perceived behavioral control.35 Let us return to the example of strik-
ing machinists at Boeing to explain how this can be done. Boeing management 
might attempt to change employees’ attitude toward striking by making state-
ments and commitments to reinforce the belief  that machinists will not lose jobs 
due to outsourcing. This also might reduce the subjective norm to strike. Further, 
management can try to gain the support of union President Tom Buffenbarger by 
allowing the union to have input on outsourcing decisions. This support is needed 
to reduce the subjective norm regarding the strike. 

It is important to remember that employee beliefs can be influenced through 
the information management provides on a day-by-day basis, the organization’s 
culture, the content of training programs, the behavior of key employees, and the 
rewards that are targeted to reinforce certain beliefs. Consider how H C Jackson, 
founder of Jackson’s Hardware in San Rafael, California, used these ideas to 
change employees’ beliefs about taking over ownership of the company. 

 As part of creating an ownership culture, Jackson’s spends ample time teaching employees 

about the benefits of ownership. . . . The company has a committee whose role is to educate 

employees about stock ownership and how their work is directly related to the success 

of the business—and thus their own financial well-being. Jackson’s also puts out an annual 

ownership plan newsletter and selects an “Employee Owner for the Month” who receives 

a gas card and $600 toward a weekend getaway and dinner or store purchase.36

On a personal level, you also can use this model to influence your own behav-
ior. If  you want to increase the amount of time you spend studying, for example, 
you might begin by trying to influence your attitude toward studying. You could 
tell yourself  that more studying leads to better grades, which in turn can help you 
find a rewarding job after graduation. You also can reward yourself  for reaching 
a target score on the next exam. Subjective norms to study can be influenced by 
arranging to study with other students who are doing well in the class or by talking 
with your parents about what is going on in the class. Finally, it is important to re-
member that the amount of time you have for studying might be somewhat outside 
of your control. Our advice: control what you can and plan for contingencies. 

Key Work Attitudes
 Work attitudes such as organizational commitment, job involvement/employee en-
gagement, and job satisfaction have a dual interest to managers. On the one hand, 
they represent important outcomes that managers may want to enhance. On the 
other, they are symptomatic of other potential problems. For example, low job sat-
isfaction may be a symptom of an employee’s intention to quit. It thus is important 
for managers to understand the causes and consequences of key work attitudes.

to the point
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What is your attitude toward work? Is work something meaningful that de-
fines and fulfills you, or is it just a way to pay the bills? Interestingly, attitudes 
toward work have changed significantly throughout recorded history. For the 
early Greeks, for instance, work was something done by enslaved people. Today, 
in contrast, work is viewed by many as a source of satisfaction and enjoyment, 
and there is growing sentiment that work should be fun. While everyone does not 
agree about having fun at work, organizations such as Southwest Airlines have 
turned it into a strategic competitive advantage. Key employee selection factors 
at Southwest Airlines are a keen sense of humor and a general positive attitude. 
Consider how CEO Bob Pike’s positive attitude toward work would set the tone 
for his employees at Creative Training Techniques International, Inc.:

It is not a choice between fun and work, it is a choice for fun and work. I find it depress-

ing that so many people spend 8 hours a day at work and 16 hours trying to forget 

that they did! It’s time for us to replace the common definition of work: if it is not dull 

and boring then it can’t be work! Work should be about passion, it should have a sense 

of purpose, it should be about involvement and participation. High-performing teams 

who do challenging work also know how to have fun. They have an attitude that says 

they enjoy what they do and that they belong to a diverse group of committed indi-

viduals who know the mission, values, and vision of the team. And they look forward 

to making a contribution.

Understand that there will always be both fun-loving and fun-killing people. Fun-killers 

don’t actually object to the fun; they feel that the fun isn’t relevant to the work and 

therefore not important.37

How would you like to work for Bob Pike?
People have a multitude of attitudes about things that happen to them at 

work, but OB researchers have focused on a limited number of them. This section 
specifically examines two work attitudes—organizational commitment and job 
 involvement/employee engagement—that have important practical implications. 
Job satisfaction, the most frequently studied work attitude, is thoroughly discussed 
in the next section of this chapter.

Organizational Commitment
Before discussing a model of organizational commitment, it is important to con-
sider the meaning of the term commitment. What does it mean to commit? Common 
sense suggests that commitment is an agreement to do something for yourself, an-
other individual, group, or organization.38 Formally, OB researchers define com-
mitment as “a force that binds an individual to a course of action of relevance to 
one or more targets.”39 This definition highlights that commitment is associated 
with behavior and that commitment can be aimed at multiple targets or entities. 
For example, an individual can be committed to his or her job, family, girl- or boy-
friend, faith, friends, career, organization, or a variety of professional associations. 
Let us now consider the application of commitment to a work  organization.

Organizational commitment reflects the extent to which an individual identi-
fies with an organization and is committed to its goals. It is an important work 
attitude because committed individuals are expected to display a willingness to 
work harder to achieve organizational goals and a greater desire to stay employed 
at an organization. Figure 6–4 presents a model of organizational commitment 
that identifies its causes and consequences. 
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A Model of Organizational Commitment Figure 6–4 shows that or-
ganizational commitment is composed of three separate but related components: 
affective commitment, normative commitment, and continuance commitment. 
John Meyer and Natalie Allen, a pair of commitment experts, define these com-
ponents as follows:

Affective commitment refers to the employee’s emotional attachment to, identification 

with, and involvement in the organization. Employees with a strong affective com-

mitment continue employment with an organization because they want to do so. 

Continuance commitment refers to an awareness of the costs associated with leaving the 

organization. Employees whose primary link to the organization is based on continu-

ance commitment remain because they need to do so. Finally, normative commitment 

reflects a feeling of obligation to continue employment. Employees with a high level of 

normative commitment feel that they ought to remain with the organization.40 

Figure 6–4 also reveals that these three components combine to produce a bind-
ing force that influences the consequences of employee turnover and on-the-job 

Figure 6–4 A Model of Organizational Commitment

SOURCE: Adapted from J P Meyer and L Herscovitch, “Commitment in the Workplace: Toward a General Model,” Human Resource 

Management Review, Autumn 2001, p 317.
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behavior such as performance, absenteeism, and organizational citizenship, which 
is discussed later in this chapter.

Each component of commitment is influenced by a separate set of antecedents 
(see Figure 6–4). In the current context, an antecedent is something that causes the 
component of commitment to occur. For example, affective commitment is related 
to a variety of personal characteristics such as personality and locus of control 
(recall our discussion in Chapter 5), past work experience, and value congruence, 
which was discussed earlier in this chapter.41 Because continuance commitment 
reflects a ratio of the costs and benefits associated with leaving an organization, 
antecedents are anything that affects the costs and benefits of leaving. Examples 
are a lack of job/career alternatives and the amount of real and psychological 
investments a person has in a particular organization or community. Continuance 
commitment would be high if  an individual has no job alternatives, is actively in-
volved in his or her church, has many friends in the community, owns shares of the 
company stock, and needs medical benefits for a family of five. Nancy Kramer, 
CEO of Resource Interactive, implemented a creative approach toward enhancing 
employees’ continuance commitment. 

 She launched the Resource Employee Equity Fund, or Reef. Here’s how it works: The 

company buys stock in each of its 20 or so publicly held company clients. On employ-

ees’ first anniversary, they each get one share of the Reef, which includes one share of 

each client’s stock and 1/100th of a share of Warren Buffett’s Berkshire Hathaway Inc. 

Class A shares. Each Reef share is worth abou $1,900 right now, she says.42 

Finally, normative commitment is influenced by the socialization process dis-
cussed in Chapter 3 and what is termed the psychological contract. Psychological 

contracts represent an individual’s perception about the terms and conditions of a 
reciprocal exchange between him- or herself  and another party.43 In a work envi-
ronment, the psychological contract represents an employee’s beliefs about what 
he or she is entitled to receive in return for what he or she provides to the organi-
zation. Research shows that an employer breach of the psychological contract is 
associated with lower organizational commitment, job satisfaction, and perfor-
mance, and greater intentions to quit.44

Research and Practical Applications Organizational commitment 
matters. A meta-analysis of 183 studies and almost 26,000 individuals uncov-
ered a significant and strong positive relationship between organizational com-
mitment and job satisfaction.45 This finding encourages managers to increase 
job  satisfaction in order to elicit higher levels of commitment. In turn, another 
meta-analysis involving 26,344 individuals revealed organizational commitment 
was significantly correlated with job performance.46 This is an important finding 
because it implies managers can increase productivity by enhancing employees’ 
organizational commitment.

Finally, a third meta-analysis summarizing results across 67 studies and 27,500 
people uncovered a significant, negative relationship between organizational com-
mitment and turnover.47 This finding underscores the importance of paying atten-
tion to employees’ organizational commitment because high commitment helps 
reduce the costs of employee turnover. In summary, managers are encouraged to 
focus on improving employees’ organizational commitment.

Interestingly, companies use a variety of methods to increase employees’ orga-
nizational commitment. Burns & McDonnell and TDIndustries use an employee 
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stock ownership plan while Mayo Clinic and Mattel employ a host of progressive 
benefits.48 All told, people are more likely to be committed to their organizations 
when they believe that the organization truly cares about their welfare and well-
being.49 Managers also can increase the components of employee commitment 
through the following activities:

 Affective commitment is enhanced by hiring people whose personal values • 
are consistent with the organization’s values. A positive, satisfying work en-
vironment also should increase employees’ desire to stay. Harley-Davidson 
is following this advice. “Employee surveys show 90% strongly identify with 
the company’s riding culture. Some employees get to work at biker rallies at 
Harley’s expense.”50

 Continuance commitment is enhanced by offering employees a variety of • 
progressive benefits and human resource programs. At Mattell, for instance, 
perks include “13 paid holidays, two paid days to volunteer in schools, two 
onsite child-care centers, five paid days of parental leave . . . half-days on 
Fridays all year long, and onsite toy stores that offer discounts.”51

 Normative commitment can be increased by making sure that management • 
does not breach its psychological contracts and by trying to enhance the 
level of trust throughout the organization. We provide specific recommenda-
tion for building and maintaining trust in Chapter 11.

Job Involvement and Employee Engagement 
Job involvement is defined as “the degree to which one is cognitively preoccupied 
with, engaged in, and concerned with one’s present job.”52 This work attitude 
manifests itself  through the extent to which people are immersed in their job tasks. 
Take Vinton Studios’ animators/directors Sean Burns and Doug Aberle for exam-
ple. (Vinton Studios trademarked an animation process known as Claymation.® 
The process has been used in television commercials involving the California 
Raisins and M&Ms and the television series The PJs.) Sean says, “This is a great 
place to work. We work on truly interesting and cutting-edge stuff. Plus I get to 
work on things that interest me. Each project is a new situation every time. We 
suggest interesting twists, new ideas.” Doug is involved in his work. “At the end of 
the day, you’ve never been so tired—or had so much fun! There’s a lot of variety 
in working on a TV show. There’s something different every day.”53 This suggests 
it is important for managers to understand the causes and consequences of job 
involvement because of its association with motivation and satisfaction.Let us 
now consider results from a meta-analytic study involving thousands of people, to 
learn more about job involvement.54

Job involvement was positively  associated with job satisfaction, organizational 
commitment, and intrinsic motivation, and negatively related to intentions to quit. 
There are three key managerial implications associated with these results. First, man-
agerial attempts to improve either of the two work attitudes discussed in this section 
are likely to positively affect the other work attitude. Second, managers can increase 
employees’ job involvement by providing work environments that fuel intrinsic 
motivation. Specific recommendations for doing this are discussed in the section on 
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intrinsic motivation in Chapter 9. Third, 
improving job  involvement can reduce 
employee turnover.

Past results pertaining to the rela-
tionship between job involvement and 
performance are controversial. While 
the earlier meta-analysis failed to un-
cover a significant relationship between 
job involvement and performance, 
poor measures of job involvement used 
in past studies may have biased the re-
sults. A more recent study corrected 
this problem and found a positive re-
lationship between job involvement 
and performance.55 Managers thus are 
encouraged to increase employees’ job 
involvement as a viable strategy for im-
proving job performance.

Research on job involvement has 
evolved into the study of an individ-
ual difference variable called employee 

engagement.  Employee engagement is 
defined as an individual’s involvement, satisfaction, and enthusiasm for work.56 
Managers and organizations are interested in this personal characteristic because 
engaged employees are expected to put more effort into their jobs and to be more 
committed and loyal to their employers. While there is little academic research to 
substantiate this claim, consulting firms such as Gallup and Hewitt Associates 
LLC have collected proprietary data supporting the practical value of employee en-
gagement.57 For example, Gallup researchers conducted a meta-analysis involving 
198,514 individuals from 7,930 business units and found that employee engagement 
was significantly associated with organizational-level customer satisfaction/loyalty, 
profitability, productivity, turnover, and safety outcomes.58 Gallup estimates that 
organizations can achieve 12% higher customer satisfaction/loyalty, 18% more pro-
ductivity, and 12% greater profitability when their employees are highly engaged.59 

While academic research still is needed to validate measures of employee en-
gagement, we believe that organizations can find value in measuring, tracking, 
and responding to surveys of employee engagement.60 The Ritz-Carlton, for in-
stance, was able to significantly lower employee turnover (18% versus an industry 
average of 158%) and increase both customer satisfaction and customer spending 
by following this recommendation.61

Job Satisfaction
 Job satisfaction essentially reflects the extent to which an individual likes his or 
her job. Formally defined, job satisfaction is an affective or emotional response 
toward various facets of one’s job. This definition implies job satisfaction is not 
a unitary concept. Rather, a person can be relatively satisfied with one aspect of 
his or her job and dissatisfied with one or more other aspects. For example, a re-
cent survey of job satisfaction across generational groups uncovered the following 
trends: Traditionalists, Baby Boomers, Gen Xers, and Gen Ys were most satisfied 
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with their employers and least satisfied with compensation; Baby Boomers had 
lower satisfaction with employers, the jobs they perform, and compensation than 
Traditionalists, Gen Xers, and Gen Ys; and Traditionalists had higher job satisfac-
tion than the other groups across all aspects of satisfaction.62 

Researchers at Cornell University developed the Job Descriptive Index (JDI) 
to assess one’s satisfaction with the following job dimensions: work, pay, promo-
tions, coworkers, and supervision.63 Researchers at the University of Minnesota 
concluded there are 20 different dimensions underlying job satisfaction. Although 
researchers do not have consensus about the exact number of dimensions that 
constitute job satisfaction, they do agree that it has five predominant causes. We 
believe that knowledge about the causes of job satisfaction can assist managers 
in using a multifaceted approach toward increasing this key work attitude. Let us 
now examine the causes of job satisfaction.

The Causes of Job Satisfaction
Five predominant models of job satisfaction focus on different causes. They are 
need fulfillment, discrepancy, value attainment, equity, and dispositional/genetic 
components. A brief  review of these models provides insight into the variety of 
methods that can be used to increase employees’ job satisfaction.64

Need Fulfillment These models propose that satisfaction is determined by 
the extent to which the characteristics of a job allow an individual to fulfill his or 
her needs. For example, a survey by the Society for Human Resource Management 
asked employees to choose the aspects of their job that were very important to their 
job satisfaction. Their top four choices were compensation, benefits, job security, 
and work/life balance—all directly related to employees’ ability to meet a variety 
of basic needs.65 We suspect that the need for job security will become more im-
portant for employees during our current recession. Although need fulfillment 
models generated a great degree of controversy, it is generally accepted that need 
fulfillment is correlated with job satisfaction.66

Discrepancies These models propose that satisfaction is a result of met ex-
pectations. Met expectations represent the difference between what an individual 
expects to receive from a job, such as good pay and promotional opportunities, 
and what he or she actually receives. When expectations are greater than what is 
received, a person will be dissatisfied. In contrast, this model predicts that an indi-
vidual will be satisfied when he or she attains outcomes above and beyond expecta-
tions. A meta-analysis of 31 studies that included 17,241 people demonstrated that 
met expectations were significantly related to job satisfaction.67 Many companies 
use employee attitude or opinion surveys to assess employees’ expectations and con-
cerns, even during bad economic conditions (see the Real World/Real People feature 
about assessing employees’ job satisfaction on page  172). 

Value Attainment The idea underlying value attainment is that satisfac-
tion results from the perception that a job allows for fulfillment of an individual’s 
important work values.68 For example, New Belgium Brewing Co., brewers of Fat 
Tire, attracts employees who value bicycling and environmental sustainability. The 
company gives each employee a cruiser bike after working for the company for 
one year and it established on-site recycling centers. Almost 50% of employees 
working at the corporate headquarters in Fort Collins, Colorado, commute by 
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bike during the summer.69 In general, research consistently supports the predic-
tion that value fulfillment is positively related to job satisfaction. Managers can 
thus enhance employee satisfaction by structuring the work environment and its 
associated rewards and recognition to reinforce employees’ values.

Equity In this model, satisfaction is a function of how “fairly” an individual 
is treated at work. Satisfaction results from one’s perception that work outcomes, 
relative to inputs, compare favorably with a significant other’s outcomes/inputs. 
A meta-analysis involving 190 studies and 64,757 people supported this model. 
Employees’ perceptions of being treated fairly at work were highly related to 
overall job satisfaction.70 Managers thus are encouraged to monitor employees’ 
fairness perceptions and to interact with employees in such a way that they feel 
equitably treated. Chapter 8 explores this promising model in more detail.

Dispositional/Genetic Components Have you ever noticed that some 
of your coworkers or friends appear to be satisfied across a variety of job cir-
cumstances, whereas others always seem dissatisfied? This model of satisfaction 
attempts to explain this pattern.71 Specifically, the dispositional/genetic model is 
based on the belief  that job satisfaction is partly a function of both personal traits 
and genetic factors. As such, this model implies that stable individual differences 
are just as important in explaining job satisfaction as are characteristics of the 
work environment. Although only a few studies have tested these propositions, 
results support a positive, significant relationship between personal traits and 
job satisfaction over time periods ranging from 2 to 50 years.72 Genetic factors 
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Watson Wyatt’s organization effectiveness practice 
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Ask,” HR Magazine, February 2009, pp 53–55.
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also were found to significantly predict life satisfaction, well-
 being, and general job satisfaction.73 Overall, researchers esti-
mate that 30% of an individual’s job satisfaction is associated 
with dispositional and genetic components.74 Pete and Laura 
Wakeman, founders of Great Harvest Bread Company, have 
used this model of job satisfaction while running their com-
pany for more than 25 years.

Our hiring ads say clearly that we need people with “strong personal 

loves as important as their work.” This is not a little thing. You can’t 

have a great life unless you have a buffer of like-minded people all 

around you. If you want to be nice, you can’t surround yourself with 

crabby people and expect it to work. You might stay nice for a while, 

just because—but it isn’t sustainable over years. If you want a happy 

company, you can do it only by hiring naturally happy people. You’ll 

never build a happy company by “making people happy”—you can’t 

really “make” people any way that they aren’t already. Laura and 

I want to be in love with life, and our business has been a good thing 

for us in that journey.75

Although Pete and Laura’s hiring approach is consistent 
with the dispositional and genetic model of job satisfaction, 
it is important to note that hiring “like-minded” people can 
potentially lead to discriminatory decisions. Managers are 
advised not to discriminate on the basis of race, gender, reli-
gion, color, national origin, and age.

 These employees appear to be enjoying their 

jobs. Research suggests that they are more 

likely to enjoy their job based on genetic 

factors and personal traits.

go to the Web for the Self-Exercise: How Satisfied Are You with 
Your Present Job?

Major Correlates and Consequences 
of Job Satisfaction

This topic has significant managerial implications because thousands of studies 
have examined the relationship between job satisfaction and other organizational 
variables. Because it is impossible to examine them all, we will consider a subset of 
the more important variables from the standpoint of managerial relevance.

Table 6–2 summarizes the pattern of results.  The relationship between job satis-
faction and these other variables is either positive or negative. The strength of the re-
lationship ranges from weak (very little relationship) to strong. Strong relationships 
imply that managers can significantly influence the variable of interest by increasing 
job satisfaction. Let us now consider eight key correlates of job satisfaction.

Motivation A recent meta-analysis of nine studies and 1,739 workers re-
vealed a significant positive relationship between motivation and job satisfaction. 
Because satisfaction with supervision also was significantly correlated with mo-
tivation, managers are advised to consider how their behavior affects employee 
satisfaction.76 Managers can potentially enhance employees’ motivation through 
various attempts to increase job satisfaction.

LO.8
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Job Involvement Job involvement represents the extent to which an 
individual is personally involved with his or her work role. A meta-analysis 
involving 27,925 individuals from 87 different studies demonstrated that job 
involvement was moderately related with job satisfaction.77 Managers are thus 
encouraged to foster satisfying work environments in order to fuel employees’ 
job involvement.

Organizational Citizenship Behavior Organizational citizenship be-

haviors (OCBs) consist of employee behaviors that are beyond the call of duty. 
Examples include “such gestures as constructive statements about the depart-
ment, expression of personal interest in the work of others, suggestions for 
improvement, training new people, respect for the spirit as well as the letter of 
housekeeping rules, care for organizational property, and punctuality and atten-
dance well beyond standard or enforceable levels.”78 Managers certainly would 
like employees to exhibit these behaviors. A meta-analysis covering 7,031 people 
and 21 separate studies revealed a significant and moderately positive correlation 
between organizational citizenship behaviors and job satisfaction.79 Moreover, a 
more extensive meta-analysis involving 51,235 individuals and 168 studies indi-
cated that OCBs were significantly related to both individual-level consequences 
(e.g., performance appraisal ratings, intentions to quit, absenteeism, and turnover) 
and organizational-level outcomes (e.g., productivity, efficiency, lower costs, cus-
tomer satisfaction, and unit-level turnover).80 These results are important for two 
reasons. First, exhibiting OCBs is likely to create positive impressions about you 
among your colleagues and manager. In turn, these impressions affect your ability 
to work with others, your manager’s evaluation of your performance, and ulti-
mately your promotability. Second, the aggregate amount of employees’ OCBs 
affects important organizational outcomes. It thus is important for managers to 

Organizational 
citizenship 

behaviors (OCBs)

Employee behaviors 
that exceed work-
role requirements.

Table 6 –2 Correlates of Job Satisfaction

VARIABLES RELATED 
WITH SATISFACTION DIRECTION OF RELATIONSHIP STRENGTH OF RELATIONSHIP

Motivation Positive Moderate

Job involvement Positive Moderate

Organizational commitment Positive Moderate

Organizational citizenship behavior Positive Moderate

Absenteeism Negative Weak

Tardiness Negative Weak

Withdrawal cognitions Negative Strong

Turnover Negative Moderate

Heart disease Negative Moderate

Perceived stress Negative Strong

Pro-union voting Negative Moderate

Job performance Positive Moderate

Life satisfaction Positive Moderate

Mental health Positive Moderate
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foster an environment that promotes OCBs.81 Managers are encouraged to make 
and implement employee-related decisions in an equitable fashion in order to fos-
ter OCBs.82 More is said about this in Chapter 8.

Absenteeism Absenteeism is not always what it appears to be, and it can 
be costly. For example, a survey of 700 managers indicated that 20% of them 
called in sick because they simply did not feel like going to work that day. The 
top three reasons given for the bogus excuse of being sick were doing personal 
errands, catching up on sleep, and relaxing.83 While it is difficult to provide a pre-
cise estimate of the cost of absenteeism, a recent survey by Mercer Consulting 
estimated that unplanned absenteeism costs as much as 9% of a company’s total 
payroll.84 Because of these costs, managers are constantly on the lookout for ways 
to reduce it. Phenomenex Inc.’s attempt involves creating a fun environment that 
motivates employees to want to come to work (see the Real World/Real People fea-
ture above).   One recommendation has been to increase job satisfaction. If  this is a 
valid recommendation, there should be a strong negative relationship (or negative 
correlation) between satisfaction and absenteeism. In other words, as satisfaction 
increases, absenteeism should decrease. A researcher tracked this prediction by 
synthesizing three separate meta-analyses containing a total of 74 studies. Results 
revealed a weak negative relationship between satisfaction and absenteeism.85 It is 
unlikely, therefore, that managers will realize any significant decrease in absentee-
ism by increasing job satisfaction.

Withdrawal Cognitions Although some people quit their jobs impul-
sively or in a fit of anger, most go through a process of thinking about whether 
or not they should quit. Withdrawal cognitions encapsulate this thought process 
by representing an individual’s overall thoughts and feelings about quitting. What 
causes an individual to think about quitting his or her job? Job satisfaction is 
believed to be one of the most significant contributors. For example, a study of 
managers, salespersons, and auto mechanics from a national automotive retail 
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Fasha Mahjoor, founder and chief executive of 

Phenomenex Inc., wanted to build a workplace that 
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 Team sports are a central part of the culture. 

The company hosts an annual soccer game and 

PhenOlympics, where employees compete in 10 ath-

letic contests. The company also organizes recre-

ational trips, such as an annual skiing and whitewater 

 rafting trip, for  employees and their families. The trips 

are often free or highly subsidized by Phenomenex. 

. . . “About every six weeks we have a little event,” 

says Donna Valenzuela, a 32-year-old customer-service 

representative who has worked at Phenomenex’s 

Torrance, Calif., offices since 2005.

 Ms. Valenzuela sits on an employee committee that 

helps come up with trips and company events. That 

might be a family picnic in the summer, for instance, or 

a trip to a Los Angeles Dodgers game.

 She says all the activity helps break the monotony: 

“Here, it’s not just work, work, work, work.”

 Would you like to work at Phenomenex?

SOURCE: Excerpted from “Top Small Workplaces 2008,” The Wall 

Street Journal, October 13, 2008, p R9. 

Phenomenex Inc. Uses Fun to Reduce Absenteeism

REAL WORLD | real people  
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store chain demonstrated that job dissatisfaction caused employees to begin the 
process of thinking about quitting. In turn, withdrawal cognitions had a greater 
impact on employee turnover than job satisfaction in this sample.86 Results from 
this study imply that managers can indirectly help to reduce employee turnover by 
enhancing employee job satisfaction.

Turnover In spite of the economic problems facing the world in 2008, a sur-
vey of 600 organizations indicated that 81% of them viewed employee retention 
as a critical business priority. This was an increase from 41% in 2007.87 This result 
is consistent with another survey of 1,200 U.S. employees. Forty percent of the 
respondents reported that they were open to looking for another job while 13% 
were actively searching.88 Turnover is important to companies because it disrupts 
organizational continuity and is very costly. Costs of turnover fall into two catego-
ries: separation costs and replacement costs.

Separation costs may include severance pay, costs associated with an exit interview, 

outplacement fees, and possible litigation costs, particularly for involuntary separation. 

Replacement costs are the well-known costs of a hire, including sourcing expenses, 

HR processing costs for screening and assessing candidates, the time spent by hiring 

managers interviewing candidates, travel and relocation expenses, signing bonuses, if 

applicable, and orientation and training costs.89

Experts estimate that the cost of turnover for an hourly employee is roughly 30% 
of annual salary, whereas the cost can range up to 150% of yearly salary for pro-
fessional employees.90

Although there are various things a manager can do to reduce employee turn-
over, many of them revolve around attempts to improve employees’ job satisfac-
tion. This trend is supported by results from a meta-analysis of 67 studies covering 
24,556 people. Job satisfaction obtained a moderate negative relationship with 
employee turnover.91 Given the strength of this relationship, managers are advised 
to try to reduce employee turnover by increasing employee job satisfaction.

Perceived Stress Stress can have very negative effects on organizational 
behavior and an individual’s health. Stress is positively related to absenteeism, 
turnover, coronary heart disease, and viral infections. Based on a meta-analysis 
of  32 studies covering 11,063 individuals, Table 6–2 reveals that perceived stress 
has a strong, negative relationship with job satisfaction.92 It is hoped that man-
agers would attempt to reduce the negative effects of  stress by improving job 
satisfaction.

Job Performance One of the biggest controversies within OB research 
centers on the relationship between job satisfaction and job performance. 
Although researchers have identified eight different ways in which these variables 
are  related, the dominant beliefs are either that satisfaction causes performance 
or performance causes satisfaction.93 A team of researchers recently attempted 
to resolve this controversy through a meta-analysis of  data from 312 samples 
involving 54,417 individuals.94 There were two key findings from this study. First, 
job satisfaction and performance are moderately related. This is an important 
finding because it supports the belief  that employee job satisfaction is a key work 
attitude managers should consider when attempting to increase employees’ job 
performance. Second, the relationship between job satisfaction and performance 
is much more complex than originally thought. It is not as simple as satisfaction 
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causing performance or performance causing satisfaction. Rather, researchers 
now believe both variables indirectly influence each other through a host of  indi-
vidual differences and work-environment characteristics.95 There is one additional 
consideration to keep in mind regarding the relationship between job satisfaction 
and job performance.

Researchers believe the relationship between satisfaction and performance 
is understated due to incomplete measures of  individual-level performance. For 
example, if  performance ratings used in past research did not reflect the actual 
interactions and interdependencies at work, inaccurate measures of  performance 
served to lower the reported correlations between satisfaction and performance. 
Examining the relationship between aggregate measures of  job satisfaction and 
organizational performance is one solution to correct this problem. In support 
of  these ideas, a team of  researchers conducted a recent meta-analysis of  7,939 
business units in 36 companies. Results uncovered significant positive relation-
ships between business-unit-level employee satisfaction and business-unit out-
comes of  customer satisfaction, productivity, profit, employee turnover, and 
accidents.96 It thus appears managers can positively affect a variety of  important 
organizational outcomes, including performance, by increasing employee job 
satisfaction.

 Counterproductive  Work  Behaviors
In our discussion of job satisfaction, we noted that an absence of satisfaction may 
be associated with some types of undesirable behavior, such as absenteeism and 
employee turnover. These costly behaviors, along with some that are even more 
disturbing, are part of a category of behavior known as counterproductive work 

behaviors (CWBs) , types of behavior that harm employees and the organization as 
a whole. CWBs “include but are not limited to theft, white collar crime, absentee-
ism, tardiness, drug and alcohol abuse, disciplinary problems, accidents, sabotage, 
sexual harassment, and violence.”97 Consider the following three examples:   

 Recently, a Maryland man swiped 32 laptops from his nonprofit health-

care employer and put them on eBay.  A chief financial officer changed the 

color of the type on some spreadsheet data from black to white so as to 

render the fake numbers invisible while juicing the totals—and his bonus. 

One regional vice-president for sales billed his corporate card $4,000 for 

Victoria’s Secret lingerie—and not for his wife, either.98  

Experts expect incidents like this to increase during the current 
 recession.

 Mistreatment  of Others
Some forms of CWBs involve mistreatment of coworkers, subordinates, or even 
customers. For example, employees engage in harassment, bullying, or blatant un-
fairness. Unfortunately, in a recent survey of U.S. employees, 45% said they have 
had a boss who was abusive.99 Abuse by supervisors is especially toxic because 
employees report that when they feel they have been intimidated, humiliated, or 
undermined by an abusive supervisor, they are more likely to retaliate with coun-
terproductive behavior aimed at the supervisor or their coworkers.100 This type 

LO.9 to the point
What are the 
causes of 
counterpro-
ductive work 
behaviors 
and how can 
 managers 
prevent 
them?

Counterproduc-
tive work 
behaviors 
(CWBs) 

Types of behavior 
that harm employees 
and the organization 
as a whole.

Occurrences of counterproductive 

work behavior like this generally 

increase during a recession.
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of response is especially likely when the organization does not provide channels 
through which employees can complain and find a resolution to the problem of 
mistreatment.101 

 Violence at Work 
Terrifying images of the shootings at Virginia Tech and Northern Illinois University 
have brought home the urgency of protecting people in organizations from sud-
den acts of violence committed by insiders or outsiders. Often, coworkers are 
first to notice that an employee explodes in anger or seems depressed or troubled. 
Psychiatrist and consultant Roger Brunswick says, “Violence rarely begins with 
someone walking in and shooting others. Violence usually builds slowly and starts 
with bullying, intimidation and threats.”102 A first line of defense should be for the 
organization to set up and publicize how employees can report troubling behavior 
to their supervisor or human resource department. Pitney Bowes set up a hotline 
that employees can call anonymously to report any concerns, and it has trained 
managers in identifying signs that something is wrong with an employee.103

 Causes and Prevention of CWBs
Employers obviously want to prevent CWBs, so they need to know the causes of 
such behavior. A study that followed the work behaviors of more than 900 young 
adults for 23 years found that a diagnosis of conduct disorder in adolescence was 
associated with CWBs, but criminal convictions before entering the workforce 
were not associated with CWBs.104 Personality traits and job conditions also could 
make CWBs more likely. For example, young adults who scored higher on com-
pulsion to adhere to norms, control their impulses, and avoid hostility tended not 
to use CWBs. They also were less likely to engage in CWBs if  they had satisfying 
jobs that offered autonomy—and more likely to engage in CWBs if  they had more 
resource power (such as more people to supervise). Intelligence may play a role, 
too. A study of applicants for law enforcement jobs found that higher scores for 
cognitive ability were associated with fewer reports of CWBs such as violence and 
destruction of property after candidates were hired.105 

These findings suggest the following implications for management:

 Organizations can limit CWBs by hiring individuals who are less prone to • 
engage in this type of behavior. Cognitive ability is associated with many 
measures of success, so it is a logical quality to screen for in hiring decisions. 
Personality tests also may be relevant.

 Organizations should ensure they are motivating desired behaviors and not • 
CWBs, for example, by designing jobs that promote satisfaction and by pre-
venting abusive supervision. A study of 265 restaurants found that CWBs 
were greater in restaurants where employees reported abuse by supervisors 
and where managers had more employees to supervise.106 CWBs in these 
restaurants were associated with lower profits and lower levels of  customer 
satisfaction, so adequate staffing and management development could not 
only make employees’ lives more pleasant but also improve the bottom line.

 If  an employee does engage in CWBs, the organization should respond • 
quickly and appropriately, defining the specific behaviors that are unac-
ceptable and the requirements for acceptable behavior. Chapter 9 describes 
guidelines for giving effective feedback.
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Explain Schwartz’s value theory, and describe three 1. 

types of value conflict. Schwartz proposed that 10 core 

values guide our behavior across contexts and time (see 

Table 6–1). Each value possesses motivational mecha-

nisms that drive behavior. Figure 6–1 further shows 

the relationships among the ten values. Some are 

consistent and positively related, whereas others are 

inconsistent and conflict with each other. Three types 

of value conflict are intrapersonal, interpersonal, and 

individual–organization.

Describe the values model of work/family conflict, 2. 

and specify at least three practical lessons from work/

family conflict research. General life values determine 

one’s values about family and work. Work/ family 

conflict can occur when there is a lack of  value simi-

larity with family members. Likewise, work/ family 

conflict can occur when one’s own work values are 

not congruent with the company’s values. When 

someone does not attain his or her values because 

of  work/family conflicts, job or life satisfaction, or 

both, can suffer. Six practical lessons from work/

family conflict research are (1) work/family balance 

begins at home, (2) an employer’s family-supportive 

philosophy is more important than specific programs, 

(3) informal flexibility in work hours and in allow-

ing people to work at home is essential to promoting 

work/family balance, (4) mentors can help, (5) indi-

viduals should take a proactive approach to manag-

ing work/family  conflict, and (6) self-employment 

has its rewards, but it is associated with higher work/

family conflict and lower family satisfaction.

Identify the three components of attitudes and discuss 3. 

cognitive dissonance. The three components of at-

titudes are affective, cognitive, and behavioral. The 

affective component represents the feelings or emo-

tions one has about a given object or situation. The 

cognitive component reflects the beliefs or ideas one 

has about an object or situation. The behavioral com-

ponent refers to how one intends or expects to act 

toward someone or something. Cognitive dissonance 

represents the psychological discomfort an individual 

experiences when his or her attitudes or beliefs are 

incompatible with his or her behavior. There are three 

main methods for reducing cognitive dissonance: 

change an attitude or behavior, belittle the importance 

of the inconsistent behavior, and find consonant ele-

ments that outweigh dissonant ones.

Explain how attitudes affect behavior in terms of Ajzen’s 4. 

theory of planned behavior. Intentions are the key link 

between attitudes and behavior in Ajzen’s model. Three 

determinants of the strength of an intention are one’s 

attitude toward the behavior, subjective norm (social 

expectations and role models), and the  perceived 

 degree of one’s control over the behavior. Intentions, 

in turn, are powerful determinants of behavior.

Describe the model of organizational commitment.5.  

 Organizational commitment reflects how strongly a 

person identifies with an organization and is com-

mitted to its goals. Organizational commitment is 

composed of three related components: affective 

 commitment, continuance commitment, and norma-

tive commitment. In turn, each of these components 

is influenced by a separate set of  antecedents: An 

antecedent is something that causes the component 

of  commitment to occur.

Define the work attitudes of job involvement/employee 6. 

engagement and job satisfaction. Job involvement is 

the extent to which a person is preoccupied with, 

 immersed in, and concerned with his/her job. Em-

ployee engagement is similar to job involvement and 

represents an individual’s satisfaction, involvement, 

and  enthusiasm for his/her work. Job satisfaction re-

flects how much people like or dislike their jobs.

Identify and briefly describe five alternative causes of 7. 

job satisfaction. They are need fulfillment (the degree 

to which one’s own needs are met), discrepancies 

( satisfaction depends on the extent to which one’s 

expectations are met), value attainment (satisfaction 

depends on the degree to which one’s work values 

are fulfilled), equity (perceived fairness of input/

outcomes determines one’s level of satisfaction), and 

 dispositional/genetic (job satisfaction is dictated by 

one’s  personal traits and genetic makeup).

Identify eight important correlates/consequences of job 8. 

satisfaction, and summarize how each one relates to 

job satisfaction. Eight major correlates/ consequences 

of job satisfaction are motivation (moderate positive 

relationship), job involvement (moderate  positive), 

 organizational citizenship behavior (moderate 

positive), absenteeism (weak negative), withdrawal 

cognitions (strong negative), turnover (moderate 

 negative), perceived stress (strong negative), and job 

performance (moderate positive).

Identify the causes of counterproductive work behaviors 9. 

and the measures used to prevent them. Counterproduc-

tive work behaviors (CWBs) may result from personal 

characteristics coupled with a lack of autonomy and 

job satisfaction. CWBs are more likely in situations 

where supervisors are abusive and responsible for 

many employees. Organizations can limit CWBs by 

hiring individuals with appropriate cognitive skills and 

personality traits. They can design jobs to promote 

satisfaction. They can develop managers to supervise 

effectively without abuse and should deliver immediate 

feedback and discipline if  anyone engages in CWBs.

Summary of Key Concepts



180

Value congruence or person–culture fit, 157 

Attitude, 160
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Companies Are Trying to Improve Employee Attitudes 
during the Recession107

CEOs may have cut back sharply 
on management consulting in the 

last downturn, but that’s not stopping Bain & Co.’s 
worldwide managing director, Steve Ellis, from doing 
the same thing Bain did during the dot-com bust: hir-
ing. He’s adding consultants in hot-growth areas such 
as emerging markets and corporate turnarounds, and 
he’s more aggressively targeting former consultants who 
went to financial-services firms and are now “stranded.” 
Plus, despite expectations that 2009 will be a challeng-
ing year for consulting, he’s pushing full speed ahead 
in recruiting from an MBA class that suddenly has far 
fewer options. “This is a huge opportunity to grab very 
talented people,” says Ellis.

For many managers, recessions prompt a near-
 autonomic reflex: Hunker down, reduce head count, 
and cut every cost you can. While a certain dose of 
those bitter pills is unavoidable, smart leaders see down-
turns as having plenty of upside, too. Talent is cheaper. 
Companies can gain market share as others cut back. 
And savvy investments give bold players a head start 
when the economy picks up.

Nowhere is that more true than in the care and feeding 
of employees. Even amid a hiring freeze or a workforce 
reduction, there are ways to engage top workers. As the 
housing market crumbled, Home Depot cut jobs in its cor-
porate offices. It also closed 15 locations. Still, Chairman 
and Chief Executive Frank Blake wanted to boost morale 
and set realistic goals. In addition to extending restricted 
stock grants to assistant store managers, he lowered sales 
and profit targets that hourly employees have to meet to 
receive bonuses. As a result, says Marvin Ellison, Home 
Depot’s new executive vice-president for U.S. stores, the 
highest percentage ever of in-store employees got bonuses 
in the first half of this year. “We still challenged people to 
hit some pretty tough numbers,” Ellison says.

Keeping people focused amid mounting layoffs often 
requires a more emotional approach. Talking about the 

company’s nonfinancial goals can help prevent pro-
ductivity from grinding to a halt as anxious employees 
await their fate. And once cuts are made, managers need 
to take time to discuss them and why they happened. 
Ignoring the matter, says Christopher Rice, president 
and CEO of leadership consulting firm BlessingWhite, 
creates an atmosphere that’s “like the most awkward 
Thanksgiving dinner. And it doesn’t go away.”

Amid pressure to downsize, it’s easy to forget that 
talent retention is a critical concern during a recession.  
Michael Kesner, a principal at Deloitte Consulting’s 
human capital practice, notes that “companies who took 
advantage of employees in past downturns were rewarded 
with people bailing when things turned around.” To avoid 
that, some of Kesner’s clients are adding more weight to 
factors employees can control—such as customer satis-
faction scores or production levels—when deciding on 
bonuses. Others are creating discretionary bonus pools to 
reward poachable stars. And with some 63% of compa-
nies reporting that all or most of the stock options they’ve 
granted in the past five years are underwater, according to 
a Deloitte survey of 151 companies, a few are considering 
the controversial step of repricing or exchanging them. 
Compensation research firm Equilar reports that 23 com-
panies have done so since the beginning of the year, in-
cluding R.H. Donnelley and software maker VMware.

Plain, Unvarnished Communication
There are other ways to make employees feel valued. 
Consider Best Buy, which has watched its stock plummet 
40% over the past month and announced it will hire fewer 
seasonal employees amid a dismal holiday shopping out-
look. One way the company has also tried to keep em-
ployees engaged is by setting up online surveys to solicit 
ideas for cutting costs. Some 900 ideas have emerged since 
the surveys were sent out three weeks ago. A couple of 
them: save shipping costs by consolidating distribution 

OB in Action Case Study
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of in-store signs and use a computerized phone system 
to schedule service calls. As John Pershing, Best Buy’s 
executive vice-president for human capital, says: “When 
you know you can make a difference and you’re part of a 
solution, it can change your mind completely.”

Indeed the best strategy for managing talent, in 
good times and bad, remains plain, unvarnished com-
munication. “People are looking for reassurances, for 
transparency, and they’re not looking for surprises,” 
says Edward E. Lawler III, director of the Center for 
Effective Organizations at the University of Southern 
California. A CEO town hall meeting is fine, but it’s no 
substitute for reassurances from managers further down 
the line. Says Jon R. Katzenbach, a senior partner and 
founder at consultant Katzenbach Partners: “If  you’re 
scared and your worried about your job, hearing the 
CEO telling you things are good isn’t nearly as effec-
tive as (hearing it from) the person you have respect for 
because you’ve worked with them all along.”

That said, symbolic gestures from CEOs can help 
employees feel that everyone is sharing the pain. JetBlue 
Airways CEO David Barger has cut back across the 
board over the past year—delaying aircraft orders, trim-
ming head count through voluntary unpaid leaves, even 
shedding the free pillows from his planes. In July he cut 

his own salary, from $500,000 to $375,000 for the year. 
“There’s an awful lot of pain that’s taking place across the 

industry,” says Barger. “It was just the right thing to do.”

Questions for Discussion

Which of Schwartz’s 10 values are driving the 1. 

 behavior of managers at Bain & Co., Home Depot, 
and Best Buy? Provide examples to support your 
conclusions.

How would you describe Steve Ellis’s affective, 2. 

 cognitive, and behavioral components of his atti-
tude toward managing in a recession? Be specific.

How are Home Depot and Best Buy trying to 3. 

 increase employee involvement?

Use Ajzen’s theory of planned behavior (Fig-4. 

ure 6–3) to analyze how managers can increase 
 employee performance during a recession. Be sure 
to explain what managers can do to affect each 
a spect of the theory.

Based on what you learned in this chapter, what 5. 

advice would you give to managers trying increase 
employees’ organizational commitment and job 
 satisfaction in a recession? Be specific.

Dirk Cuypers, the top official at Belgium’s health minis-
try, is sick of sick leave.

Belgians, like many Europeans, are entitled to ex-
tensive or even unlimited sick leave—and they tend to 
stretch the definition of  the word. One study showed 
government employees in droves were calling in sick to 
pack before vacations and to sleep off  holiday hang-
overs. Some government departments were averaging 
35 days of  paid sick leave per employee each year, 
more than twice the national rate and seven times the 
U.S. average. 

Dr. Cuypers and the minister for civil service set up 
a network of doctor-inspectors around the nation to 
smoke out malingerers. . . . Once, says Dr. Quoidbach, 
he discovered that a man taking time off  was really 
working a black-market job, given away by the paint 
on his hands. Another man answered his door with an 

undone belt as a woman hurried out the door. Others, 
faking backs, go to the door too fast.

 What Would You Do If You Were 
Dirk Cuypers?

Prosecute the cheaters. They are causing Belgian 1. 

companies to be inefficient, thereby increasing costs. 

Push for national legislation aimed at reducing 2. 

the amount of  sick days that people are allowed 
to take.

There is nothing you can do because people just 3. 

find other ways to cheat.

Continue the doctor-inspectors, and do not pay 4. 

people found to be lying about being sick.

Invent other options.5. 

How Would You Handle Employees Who Fake Illnesses 
to Take Sick Leave?108

Ethical Dilemma

Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner



Chapter 7
Social Perception and 
Attributions

LEARNING OBJECTIVES

When you finish studying the material in this chapter, you should be able to:

Describe perception in terms of the information-processing model.

Identify and briefly explain seven managerial implications of social 
perception.

Discuss stereotypes and the process of stereotype formation.

Summarize the managerial challenges and recommendations of sex-role, 
age, racial and ethnic, and disability stereotypes.

Describe and contrast the Pygmalion effect, the Galatea effect, and the 
Golem effect.

Discuss how the self-fulfilling prophecy is created and how it can be 
used to improve individual and group productivity.

Explain, according to Kelley’s model, how external and internal causal 
attributions are formulated.

Contrast the fundamental attribution bias and the self-serving bias.

LO.1
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LO.8



Student Resources for Studying Chapter 7

The Web site for your text includes resources that will help you master the concepts in this chapter. 
As you read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, • 

and discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

 Smart dressing involves sending subliminal messages, 

particularly when a serious job is at stake. This is 

 something that even high-ranking business leaders can 

underestimate.

In commerce, unlike in Hollywood, fashion plays a 

largely uncredited role. Business schools train gradu-

ates to shine their shoes for an interview. But once 

established, apart from avoiding the obvious gaffe—a 

coffee stained shirt or a visible rhinestone bra strap—

many executives spend little time contemplating what 

they wear to a job interview.  At their peril. . . .

“People don’t understand the messages that 

their clothes send,” says Ms. Waldt, a recruiter with 

CTPartners. Women sometimes don’t realize how 

often a tight shirt or a low neckline comes across as 

seductive. People who meet them are likely to assume 

the sexual innuendo is intentional. It’s harder for men 

to goof, but they do—for instance, by being sloppy 

with untucked or wrinkled shirts or wearing beeping 

sports watches to staid business events. Sagging socks, 

dangling earrings and obvious designer logos all send 

messages that register with the people on the other 

side of the table. . . .

Ms. Waldt recalls a candidate sent to an interview 

with a retailer that had a casual culture. Unfortunately 

for him, he dressed up. “The clothes that he was wear-

ing were so polar-opposite of what the company did 

that they thought he just didn’t get them at all,” says 

Ms. Waldt. “They never bothered to interview him. He 

sat in a holding pen all day and flew home.” 

Possibly, that job candidate wouldn’t have wanted to 

work at a company that dismissed him so summarily. 

Yet boards of directors routinely size up executive-

level candidates by inspecting the clues in their clothes. 

Hal Reiter, an executive recruiter and chairman and chief 

executive of Herbert Mines Associates, recalls meeting 

with a CEO candidate for a mainstream retailer. 

The man, chief financial officer of a major big-box 

retailer, showed up in a navy-blue necktie with a gold 

circular symbol surrounded by what looked like leaves 

and red blotches. Upon closer inspection, Mr. Reiter 

discovered that the red was blood dripping from a 

crown of thorns. The tie isn’t the main reason he didn’t 

get the job, but the distractingly graphic religious imag-

ery didn’t help. . . . 

Female politicians know what a tightrope fashion 

can be: Smart clothes might not win votes, but the 

wrong style can lose them votes. The wardrobes of fe-

male political candidates are so closely scrutinized that 

the media has reported who shops for House Speaker 

Nancy Pelosi (her husband Paul) and that former 

What message is this man’s clothing sending in contrast to 

the other interview candidates?
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How important is the perception process? As highlighted in the chapter-
opening vignette, perception can determine whether or not you get a job offer 
following an employment interview. Our perceptions and feelings are influenced 
by information we receive from newspapers, magazines, television, radio, family, 
and friends. You see, we all use information stored in our memories to interpret 
the world around us, and our interpretations, in turn, influence how we respond 
and interact with others. As human beings, we constantly strive to make sense of 
our surroundings. The resulting knowledge influences our behavior and helps us 
navigate our way through life. Think of the perceptual process that occurs when 
meeting someone for the first time. Your attention is drawn to the individual’s 
physical appearance, mannerisms, actions, and reactions to what you say and do. 
You ultimately arrive at conclusions based on your perceptions of this social in-
teraction. The brown-haired, green-eyed individual turns out to be friendly and 
fond of outdoor activities. You further conclude that you like this person and then 
ask him or her to go to a concert, calling the person by the name you stored in 
memory.

The reciprocal process of perception, interpretation, and behavioral response 
also applies at work. Bernie Madoff, for example, used the perception process 
to help orchestrate a $50-billion Ponzi scheme against unsuspecting investors. 
Madoff, who was described as “entrepreneurial, rich, and charming,” used the 
success of his company in the 1980s and 1990s to create an image of a can’t-lose in-
vestment strategist. His offices “oozed success” and the trading room looked “very 
profitable—and totally legitimate.” He was active in social circles and charitable 
organizations. All told, these perceptions helped Madoff to recruit wealthy inves-
tors and money managers and to maintain the perception that he was running one 
of the most exclusive and successful investment firms in the world. Unfortunately, 
it was a lie that continued to exist partly because of the perception process.2 

The perception process influences much more than the impressions people 
make about each other. For example, companies use knowledge about perceptions 
when designing and marketing their products, and political candidates use it to 
get elected.3 The Transportation Security Administration also uses research about 
perception to design training programs aimed at helping airport security screeners 
to detect threatening objects more accurately.4 An error in the perception process 
in this context can lead to catastrophic consequences! The point we are trying to 
make is that the perception process influences a host of  mana gerial activities, 
organizational processes, and quality-of-life issues. We have written this chapter 
with this conclusion in mind. You will gain a thorough understanding of  how 
perception works and how you can use it to enhance your future personal and 
professional success.  

Let us now begin our exploration of the perceptual process and its associ-
ated outcomes. In this chapter we focus on (1) an information-processing model 
of perception, (2) stereotypes, (3) the self-fulfilling prophecy, and (4) how causal 
 attributions are used to interpret behavior.

French presidential candidate Segolene Royal buys at 

Zara. . . . 

David Goldhill, president and chief executive of 

the Game Show Network, has been overhauling the 

television network’s senior management lately. He 

highlighted the subliminal nature of the interviewing 

process when I asked if his decisions have been influ-

enced by what a job candidate or subordinate wore, 

for better or for worse. “Probably,” he responded, “but 

I’m not aware of it.”1

FOR DISCUSSION

Are you surprised by interviewing gaffes discussed 

in this vignette? Explain.
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An Information-Processing Model 
of Perception

 Perception is a cognitive process that enables us to interpret and understand our 
surroundings. Recognition of objects is one of this process’s major functions. 
For example, both people and animals recognize familiar objects in their envi-
ronments. You would recognize a picture of your best friend; dogs and cats can 
recognize their food dishes or a favorite toy. Reading involves recognition of vi-
sual patterns representing letters in the alphabet. People must recognize objects to 
meaningfully interact with their environment. But since OB’s principal focus is on 
people, the following discussion emphasizes social perception rather than object 
perception.

The study of how people perceive one another has been labeled social cogni-
tion and social information processing. In contrast to the perception of objects,

[s]ocial cognition is the study of how people make sense of other people and them-

selves. It focuses on how ordinary people think about people and how they think they 

think about people. . . .

Research on social cognition also goes beyond naive psychology.  The study of social 

cognition entails a fine-grained analysis of how people think about themselves and 

others, and it leans heavily on the theory and methods of cognitive psychology.5

Let us now examine the fundamental processes underlying perception.

Four-Stage Sequence and a Working Example
Perception involves a four-stage information-processing sequence (hence, the label 
“information processing”). Figure 7–1 illustrates a basic information-processing 
model of perception.  Three of the stages in this model—selective attention/ 
comprehension, encoding and simplification, and storage and retention—describe 
how specific information and environmental stimuli are observed and stored in 
memory. The fourth and final stage, retrieval and response, involves turning men-
tal representations into real-world judgments and decisions.

Keep the following everyday example in mind as we look at the four stages of 
perception. Suppose you were thinking of taking a course in, say, personal finance. 
Three professors teach the same course, using different types of instruction and 
testing procedures. Through personal experience, you have come to prefer good 

LO.1 to the point
How can the 
information-
processing 
model of 
 perception 
explain 
poor hiring 
decisions, 
inaccurate 
performance 
appraisals, 
perceptions 
of leaders,  
and poor 
physical and 
psychological 
well-being? 

Perception

Process of 
interpreting one’s 
environment.

Figure 7–1 Perception: An Information-Processing Model
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professors who rely on the case method of instruction and essay tests. According 
to the information-processing model of perception, you would likely arrive at a 
decision regarding which professor to take as follows:

Stage 1: Selective Attention/Comprehension
People are constantly bombarded by physical and social stimuli in the environ-
ment. Since they do not have the mental capacity to fully comprehend all this in-
formation, they selectively perceive subsets of environmental stimuli. This is where 
attention plays a role. Attention is the process of becoming consciously aware of 
something or someone. Attention can be focused on information either from the 
environment or from memory. Regarding the latter situation, if  you sometimes 
find yourself  thinking about totally unrelated events or people while reading a 
textbook, your memory is the focus of your attention. Research has shown that 
people tend to pay attention to salient stimuli.

Salient Stimuli Something is salient when it stands out from its context. 
For example, a 250-pound man would certainly be salient in a women’s aerobics 
class but not at a meeting of the National Football League Players’ Association. 
One’s needs and goals often dictate which stimuli are salient. For a driver whose 
gas gauge is on empty, an Exxon or Mobil sign is more salient than a McDonald’s 
or Burger King sign. The reverse would be true for a hungry driver with a full gas 
tank. Paco Underhill, founder and CEO of Envirosell, an organization that helps 
companies understand consumer behavior, uses the concept of salience to help 
stores sell more products (see the Real World/Real People feature on page 187). 
Moreover, research shows that people have a tendency to pay more attention to 
negative than positive information. This leads to a negativity bias.6 This bias helps 
explain the gawking factor that slows traffic to a crawl following a car accident.

 Back to Our Example You begin your search for the “right” personal 
finance professor by asking friends who have taken classes from the three profes-
sors. You also may interview the various professors who teach the class to gather 
still more relevant information. Returning to Figure 7–1, all the information you 
obtain represents competing environmental stimuli labeled A through F. Because 
you are concerned about the method of instruction (e.g., line A in Figure 7–1), 
testing procedures (e.g., line C), and past grade distributions (e.g., line F), infor-
mation in those areas is particularly salient to you. Figure 7–1 shows that these 
three salient pieces of information thus are perceived, and you then progress to 
the second stage of information processing. Meanwhile, competing stimuli rep-
resented by lines B, D, and E in Figure 7–1 fail to get your attention and are dis-
carded from further consideration.

Stage 2: Encoding and Simplification
Observed information is not stored in memory in its original form. Encoding is 
required; raw information is interpreted or translated into mental representations. 
To accomplish this, perceivers assign pieces of information to cognitive catego-

ries. “By category we mean a number of objects that are considered equivalent. 
Categories are generally designated by names, e.g., dog, animal.”7 People, events, 
and objects are interpreted and evaluated by comparing their characteristics with 
information contained in schemata (or schema in singular form).

Attention

Being consciously 
aware of something 

or someone.

Cognitive 
categories

Mental depositories 
for storing 

information.
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Schemata A schema represents a person’s mental picture or summary of a 
particular event or type of stimulus. A schema for an event, like going out to din-
ner in a restaurant, is called a script.  Your memory for going out to dinner prob-
ably is quite similar to the restaurant script shown in Table 7–1. 

Cognitive-category labels are needed to make schemata meaningful. For ex-
ample, you have a category label for “going to dinner” and another titled “sports 
car.” Each schema contains information. Let us consider what you have stored 
in memory about sports cars. Does your schema 
contain a smaller vehicle with two doors? Is it 
red? If  you answered yes, you would tend to clas-
sify all small, two-door, fire-engine-red vehicles 
as sports cars because this type of car possesses 
characteristics that are consistent with your 
“sports car schema.”

Encoding Outcomes We use the encod-
ing process to interpret and evaluate our envi-
ronment. Interestingly, this process can result 
in differing interpretations and evaluations of 
the same person or event. Varying interpreta-
tions of  what we observe occur due to four key 
reasons.

First, people possess different information 
in the schemata used for interpretation. For 
instance, a recent meta-analysis of 62 studies 
revealed women and men had different opinions about what type of behaviors 
constituted sexual harassment. Women defined a broader range of behaviors as 
harassing.8 Second, our moods and emotions influence our focus of attention 
and evaluations of others.9 Third, people tend to apply recently used cognitive 

Schema

Mental picture of an 
event or object.

Script

A mental picture of 
an event. 

 Is this consistent with your “sports car schema”? If it is, you’ll 

likely classify all small, two-door, red vehicles as sports cars. 

Can you think of another example of a common schema in 

today’s culture?

For a while, he has been telling merchants that there 

are no new customers, which is his way of saying that 

stores must get better at persuading existing custom-

ers to purchase more. He has also noticed that people 

more often make a decision about what to buy when 

they are out shopping, not before. This gives stores an 

opportunity: If they can compellingly present informa-

tion about merchandise—following Underhill’s rules, 

of course—they might exert greater influence on 

consumers. “It’s all about in-store marketing,” he says. 

“It’s making things occur to the shopper.” . . .

 Then there is the matter of choice: Underhill says 

some shoppers can’t deal with it, and if the item isn’t 

a necessity, they’ll just walk away. “Merchants have to 

take some control over the consumer’s eye,” he says. 

“Put up a sign that says ‘Our Best Seller’ or ‘Our Best 

Student Computer.’” . . .

 When Underhill talks to his clients about signs, 

he is concerned with what he calls the dropout rate, 

or the percentage of people who don’t read through 

an important piece of information. When there’s a 

problem, it’s because the sign isn’t in a place where 

people feel comfortable shopping, or it’s facing the 

wrong way, or the text is not big, simple, or helpful 

enough.

To what extent is Mr. Paco being manipulative?

SOURCE: S Berfield, “Getting the Most Out of Every Shopper,” 

BusinessWeek, February 9, 2009, p 45.

 In-Store Displays Help Generate Sales

 REAL WORLD | real people 
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 categories during encoding. For example, you are more likely to interpret a neutral 
behavior exhibited by a professor as positive if  you were recently thinking about 
positive categories and events.10 Fourth, individual differences influence encod-
ing. Pessimistic or depressed individuals, for instance, tend to interpret their sur-
roundings more negatively than optimistic and happy people. The point is that we 
should not be surprised when people interpret and evaluate the same situation or 
event differently. Researchers are currently trying to identify the host of factors 
that influence the encoding process.

Back to Our Example Having collected relevant information about the 
three personal finance professors and their approaches, you compare this informa-
tion with other details contained in schemata. This leads you to form an impres-
sion and evaluation of what it would be like to take a course from each professor. 

Table 7–1 Restaurant Schema

Schema: Restaurant.

Characters: Customers, hostess, waiter, chef, cashier.

Scene 1: Entering.

 Customer goes into restaurant.

 Customer finds a place to sit.

  He may find it himself.

  He may be seated by a hostess.

   He asks the hostess for a table.

   She gives him permission to go to the table.

Scene 2: Ordering.

 Customer receives a menu.

 Customer reads it.

 Customer decides what to order.

  Waiter takes the order.

  Waiter sees the customer.

  Waiter goes to the customer.

  Customer orders what he wants.

 Chef cooks the meal.

Scene 3: Eating.

  After some time the waiter brings the meal from the chef.

  Customer eats the meal.

Scene 4: Exiting.

    Customer asks the waiter for the check.

   Waiter gives the check to the customer.

 Customer leaves a tip.

  The size of the tip depends on the goodness of the service.

 Customer pays the cashier.

 Customer leaves the restaurant.

SOURCE: From D Rumelhart, Introduction to Human Information Processing (New York: John Wiley & 

Sons, Inc., 1977). Reprinted with permission of John Wiley & Sons, Inc.
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In turn, the relevant information contained on paths A, C, and F in Figure 7–1 are 
passed along to the third stage of information processing.

Stage 3: Storage and Retention
This phase involves storage of information in long-term memory. Long-term 
memory is like an apartment complex consisting of separate units connected to 
one another. Although different people live in each apartment, they sometimes 
interact. In addition, large apartment complexes have different wings (such as A, 
B, and C). Long-term memory similarly consists of separate but related catego-
ries. Like the individual apartments inhabited by unique residents, the connected 
categories contain different types of information. Information also passes among 
these categories. Finally, long-term memory is made up of three compartments 
(or wings) containing categories of information about events, semantic materials, 
and people.11

Event Memory This compartment is composed of categories containing 
information about both specific and general events. These memories describe ap-
propriate sequences of events in well-known situations, such as going to a restau-
rant (refer back to Table 7–1), going on a job interview, going to a food store, or 
going to a movie.

Semantic Memory Semantic memory refers to general knowledge about the 
world. In so doing, it functions as a mental dictionary of concepts. Each concept 
contains a definition (e.g., a good leader) and associated traits (outgoing), emo-
tional states (happy), physical characteristics (tall), and behaviors (works hard). Just 
as there are schemata for general events, concepts in semantic memory are stored as 
schemata. Given our previous discussion of managing diversity in Chapter 2 and 
International OB in Chapter 4, it should come as no surprise that there are cultural 
differences in the type of information stored in semantic memory. 

Person Memory Categories within this compartment contain information 
about a single individual (your supervisor) or groups of people (managers). The 
manner in which Yukihiro Yamazaki, chief  Lexus GS technician for dynamic 
evaluation, does his job provides a good example of using all three compartments 
of long-term memory. Yamazaki’s role is to evaluate the performance of a new car 
(see the Real World/Real People feature on page 190).  His evaluation is based on 
comparing characteristics he observes about a new car against information stored 
in memory.

Back to Our Example As the time draws near for you to decide which 
personal finance professor to take, your schemata of them are stored in the three 
categories of long-term memory. These schemata are available for immediate com-
parison or retrieval.

go to the Web for the Self-Exercise: Does a Schema Improve the 
Comprehension of Written 
Material?



190

Stage 4: Retrieval and Response
People retrieve information from memory when they make judgments and deci-
sions. Our ultimate judgments and decisions are either based on the process of 
drawing on, interpreting, and integrating categorical information stored in long-
term memory or on retrieving a summary judgment that was already made.

Concluding our example, it is registration day and you have to choose 
which professor to take for personal finance. After retrieving from memory your 
 schemata-based impressions of the three professors, you select a good one who 
uses the case method and gives essay tests (line C in Figure 7–1). In contrast, you 
may choose your preferred professor by simply recalling the decision you made 
two weeks ago.

Managerial Implications
Social cognition is the window through which we all observe, interpret, and pre-
pare our responses to people and events. A wide variety of managerial activities, 
organizational processes, and quality-of-life issues are thus affected by perception. 
Consider, for example, the following seven implications.

Hiring Interviewers make hiring decisions based on their impression of how 
an applicant fits the perceived requirements of a job. Unfortunately, many of these 
decisions are made on the basis of implicit cognition. Implicit cognition represents 
any thoughts or beliefs that are automatically activated from memory without 
our conscious awareness. The existence of implicit cognition leads people to make 
biased decisions without an understanding that it is occurring.12 This tendency 
has been used as an explanation of alleged discriminatory behavior at Wal-Mart, 
FedEx, Johnson & Johnson, and Cargill. Experts recommend two solutions for 
reducing this problem.13 First, managers can be trained to understand and reduce 
this type of hidden bias. For example, one study demonstrated that training im-
proved interviewers’ ability to obtain high-quality, job-related information and to 
stay focused on the interview task. Trained interviewers provide more balanced 
judgments about applicants than nontrained interviewers.14 Second, bias can be 

LO.2

Implicit cognition

Any thought 
or belief that 

is automatically 
activated without 

conscious 
awareness.

Yamazaki notes that he uses four senses to evaluate a car.

Sight:•  I observe everything—the overall tone of the 

car, its shape and color, whether everything matches. 

I look for anything that may look unusual.

Sound:•  I listen for any kind of out-of-place noise, 

such as a ticking, that might indicate the presence of 

a mechanical or assembly problem.

Smell:•  I study the scent of the leather seats, air 

from the air conditioning, the exhaust gas—and try 

to detect any anomalies.

Touch:•  I feel the interior and exterior of the 

car—the contour of the sheet metal, the action 

of the button and switches. When I’m driving, I 

use my entire body to feel the road and other 

vibrations.

What is your opinion of Mr.  Yamazaki’s approach?

SOURCE: Excerpted from A Taylor III, “Test Driver,” Fortune, 

October 30, 2006, p 106.

Yukihiro Yamazaki Uses Information in Long-Term Memory 

to Evaluate a Vehicle’s Performance

REAL WORLD | real people 
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reduced by using structured as opposed to unstructured interviews, and by relying 
on evaluations from multiple interviewers rather than just one or two people.

Performance Appraisal Faulty schemata about what constitutes good 
versus poor performance can lead to inaccurate performance appraisals, which 
erode work motivation, commitment, and loyalty. For example, a study of 166 pro-
duction employees indicated that they had greater trust in management when they 
perceived that the performance appraisal process provided accurate evaluations of 
their performance.15 Therefore, it is important for managers to accurately identify 
the behavioral characteristics and results indicative of good performance at the 
beginning of a performance review cycle. These characteristics then can serve as 
the standards for evaluating employee performance. The importance of using ob-
jective rather than subjective measures of employee performance was highlighted 
in a meta-analysis involving 50 studies and 8,341 individuals. Results revealed that 
objective and subjective measures of employee performance were only moderately 
related. The researchers concluded that objective and subjective measures of per-
formance are not interchangeable.16 Managers are thus advised to use more ob-
jectively based measures of performance as much as possible because subjective 
indicators are prone to bias and inaccuracy. In those cases where the job does 
not possess objective measures of performance, however, managers should still 
use subjective evaluations. Furthermore, because memory for specific instances 
of employee performance deteriorates over time, managers need a mechanism for 
accurately recalling employee behavior.17 Research reveals that individuals can be 
trained to be more accurate raters of performance.18

Leadership Research demonstrated that employees’ evaluations of leader 
 effectiveness were influenced strongly by their schemata of good and poor leaders. 
A leader will have a difficult time influencing employees when he or she exhibits 
behaviors contained in employees’ schemata of poor leaders. A team of research-
ers investigated the behaviors contained in our schemata of good and poor leaders. 
Good leaders were perceived as exhibiting the following behaviors: (1) assigning 
specific tasks to group members, (2) telling others that they had done well, (3) set-
ting specific goals for the group, (4) letting other group members make decisions, 
(5) trying to get the group to work as a team, and (6) maintaining definite stan-
dards of performance.19

Communication and Interpersonal Influence Managers need to re-
member that social perception is a screening process that can distort communication, 
both coming and going. Because people interpret oral and written communications 
by using schemata developed through past experiences, your ability to influence oth-
ers is affected by information contained in others’ schemata regarding age, gender, 
ethnicity, appearance, speech, mannerisms, personality, and other personal charac-
teristics. It is important to keep this in mind when trying to influence others or when 
trying to sell your ideas. Experts suggest that you can increase your ability to influ-
ence others by following these four basic guidelines: (1) convey a positive attitude, 
(2) dress professionally, (3) don’t check your cell phone when interacting with others, 
and (4) determine how others perceive you by asking for feedback.20

Counterproductive Work Behaviors Past research showed that em-
ployees exhibited a variety of counterproductive work behaviors (recall our dis-
cussion in Chapter 6) when they perceived that they were treated unfairly.21 It is 
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very important for managers to treat employees fairly, remembering that percep-
tions of fairness are in the eye of the beholder. Chapter 8 discusses how this can 
be done in greater detail.

Physical and Psychological Well-Being The negativity bias can lead 
to both physical and psychological problems. Specifically, research shows that 
perceptions of fear, harm, and anxiety are associated with the onset of illnesses, 
absenteeism, and intentions to quit.22 We should all attempt to avoid the tendency 
of giving negative thoughts too much attention. Try to let negative thoughts roll 
off  yourself  just like water off  a duck.

Designing Web Pages Researchers have recently begun to explore what 
catches viewers’ attention on Web pages by using sophisticated eye-tracking 
 equipment. This research can help organizations to spend their money wisely 
when designing Web pages. Kara Pernice Coyne, director of a research project 
studying Web page design, praised the Web pages of JetBlue Airways and Sears 
while noting problems with the one used by Agree Systems.23 One expert provided 
the following recommendations for designing an effective Web page.

 Individuals read Web pages in an F pattern. They’re more inclined to read • 
longer sentences at the top of a page and less as they scroll down. That 
makes the first two words of a sentence very important.

 Surfers connect well with images of people looking directly at them. It helps • 
if  the person in the photo is attractive, but not too good looking.

 Images in the middle of a page can present an obstacle course.• 

 People respond to pictures that provide useful information, not just • 
 decoration.24

Stereotypes: Perceptions about 
Groups of  People

While it is often true that beauty is in the eye of the beholder, perception does re-
sult in some predictable outcomes. Managers aware of the perception process and 
its outcomes enjoy a competitive edge. The Walt Disney Company, for instance, 
takes full advantage of perceptual tendencies to influence customers’ reactions to 
waiting in long lines at its theme parks:

In Orlando, at Disney-MGM Studios, visitors waiting to get into a Muppet attraction 

watch tapes of Kermit the Frog on TV monitors.  At the Magic Kingdom, visitors to the 

Extra Terrestrial Alien Encounter attraction are entertained by a talking robot before 

the show.  At some rides, the company uses simple toys, like blocks, to help parents 

keep small children busy and happy during the wait.25  

This example illustrates how the focus of one’s attention influences the perception 
of standing in long lines.

Likewise, managers can use knowledge of perceptual outcomes to help them 
interact more effectively with employees. For example, Table 7–2 describes five com-
mon perceptual errors.  Since these perceptual errors often distort the evaluation 

LO.3to the point
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Table 7–2 Commonly Found Perceptual Errors

PERCEPTUAL ERROR DESCRIPTION EXAMPLE RECOMMENDED SOLUTION

Halo A rater forms an overall 

  impression about an 

object and then uses 

that impression to 

bias ratings about the 

object.

Rating a professor 

  high on the teaching 

dimensions of 

ability to motivate 

students, knowledge, 

and communication 

because we like him 

or her.

Remember that an 

  employee’s behavior 

tends to vary across 

different dimensions of 

performance. Keep a file or 

diary to record examples 

of positive and negative 

employee performance 

throughout the year.

Leniency A personal characteristic 

  that leads an individual 

to consistently 

evaluate other people 

or objects in an 

extremely positive 

fashion.

Rating a professor high 

  on all dimensions 

of performance 

regardless of his or her 

actual performance. 

The rater that hates 

to say negative things 

about others.

It does not help 

  employees when they are 

given positive feedback 

that is inaccurate. Try to 

be fair and realistic when 

evaluating others.

Central 

 tendency

The tendency to avoid all 

  extreme judgments 

and rate people and 

objects as average or 

neutral.

Rating a professor 

  average on all 

dimensions of 

performance 

regardless of his or her 

actual performance.

It is normal to provide 

  feedback that contains 

both positive and negative 

information. The use 

of a performance diary 

can help to remember 

examples of employee 

performance.

Recency 

 effects

The tendency to 

  remember recent 

information. If the 

recent information is 

negative, the person 

or object is evaluated 

negatively.

Although a professor has 

  given good lectures 

for 12 to 15 weeks, 

he or she is evaluated 

negatively because 

lectures over the last 3 

weeks were done poorly.

It is critical to 

  accumulate examples of 

performance that span the 

entire rating period. Keep 

a file or diary to record 

examples of performance 

throughout the year.

Contrast 

 effects

The tendency to evaluate 

  people or objects 

by comparing them 

with characteristics 

of recently observed 

people or objects.

Rating a good professor 

  as average because 

you compared his 

or her performance 

with three of the best 

professors you have 

ever had in college. You 

are currently taking 

courses from the three 

excellent professors.

It is important to 

  evaluate employees 

against a standard rather 

than your memory of the 

best or worst person in a 

particular job.
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of job applicants and of employee performance, managers need to guard against 
them. This section examines one of the most important and potentially harm-
ful perceptual outcomes associated with person perception: stereotypes. After ex-
ploring the process of stereotype formation and maintenance, we discuss sex-role 
stereotypes, age stereotypes, race stereotypes, disability stereotypes, and the mana-
gerial challenge to avoid stereotypical biases.

Stereotype Formation and Maintenance
“A stereotype is an individual’s set of beliefs about the characteristics or attributes 
of a group.”26 Stereotypes are not always negative. For example, the belief  that en-
gineers are good at math is certainly part of a stereotype. Stereotypes may or may 
not be accurate. Engineers may in fact be better at math than the general popula-
tion. In general, stereotypic characteristics are used to differentiate a particular 
group of people from other groups.27

It is important to remember that stereotypes are a fundamental component 
of the perception process and we use them to help process the large amount of 
information that bombards us daily. As such, it is not immoral or bad to possess 
stereotypes. That said, however, inappropriate use of stereotypes can lead to poor 
decisions; can create barriers for women, older individuals, people of color, and 
people with disabilities; and can undermine loyalty and job satisfaction.

Stereotyping is a four-step process. It begins by categorizing people into groups 
according to various criteria, such as gender, age, race, and occupation. Next, we 
infer that all people within a particular category possess the same traits or char-
acteristics (e.g., all women are nurturing, older people have more job-related ac-
cidents, all African Americans are good athletes, all professors are absentminded). 
Then, we form expectations of others and interpret their behavior according to 
our stereotypes. Finally, stereotypes are maintained by (1) overestimating the fre-
quency of stereotypic behaviors exhibited by others, (2) incorrectly explaining 
expected and unexpected behaviors, and (3) differentiating minority individuals 
from oneself.28 It is hard to stop people from using stereotypes because these four 
steps are self-reinforcing. The good news, however, is that researchers have identi-
fied a few ways to break the chain of stereotyping.

Research shows that the use of stereotypes is influenced by the amount and 
type of information available to an individual and his or her motivation to accu-
rately process information.29 People are less apt to use stereotypes to judge oth-
ers when they encounter salient information that is highly inconsistent with a 
stereotype. For instance, you are unlikely to assign stereotypic “professor” traits 
to a new professor you have this semester if  he or she rides a Harley-Davidson, 
wears leather pants to class, and has a pierced nose. People also are less likely to 
rely on stereotypes when they are motivated to avoid using them. That is, accurate 
information processing requires mental effort. Stereotyping is generally viewed 
as a less effortful strategy of information processing. Let us now take a look at 
different types of stereotypes and consider additional methods for reducing their 
biasing effects.

Sex-Role Stereotypes
A sex-role stereotype is the belief  that differing traits and abilities make men and 
women particularly well suited to different roles. A survey of 61,647 people—50% 
female and 50% male—sheds light on the sex-role stereotypes held by adults 
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within the United States. Results revealed that women were labeled as moody, gos-
sipy, emotional, and catty. A similar set of negative stereotypes was not uncovered 
when it came to perceptions about men. When asked who would be more likely to 
lead effectively, males were preferred by a 2 to 1 margin by both men and women.30 
Researchers suggest that this pattern of results is related to gender-based expecta-
tions or stereotypes that people use without any conscious awareness.31 The key 
question, however, is whether or not these stereotypes influence the hiring, evalu-
ation, and promotion of people at work.

A meta-analysis of  19 studies comprising 1,842 individuals found no sig-
nificant relationships between applicant gender and hiring recommendations.32 
A second meta-analysis of  24 experimental studies revealed that men and 
women received similar performance ratings for the same level of  task perfor-
mance. Stated differently, there was no pro-male bias. These experimental re-
sults were further supported in a field study of  female and male professors.33 
Unfortunately, results pertaining to promotion decisions are not as promising. 
A field study of  682 employees in a multinational Fortune 500 company dem-
onstrated that gender was significantly related to promotion potential ratings. 
Men received more favorable evaluations than women in spite of  controlling for 
age, education, organizational tenure, salary grade, and type of  job.34 Another 
study of  448 upper-level managers showed that gender bias influenced the per-
formance ratings and promotional opportunities for women, particularly when 
women worked in nontraditional jobs. The researchers conducting this study 
concluded that sex-role stereotypes partially explained these findings.35

Age Stereotypes
Age stereotypes reinforce age discrimination because of their negative orientation. 
For example, long-standing age stereotypes depict older workers as less satisfied, 
not as involved with their work, less motivated, not as committed, less productive 
than their younger coworkers, and more apt to be absent from work. Older em-
ployees are also perceived as being more accident prone. As with sex-role stereo-
types, these age stereotypes are based more on fiction than fact.

OB researcher Susan Rhodes sought to determine whether age stereotypes 
were supported by data from 185 different studies. She discovered that as age in-
creases so do employees’ job satisfaction, job involvement, internal work motiva-
tion, and organizational commitment. Moreover, older workers were not more 
accident prone.36 With respect to performance, a meta-analysis involving over 
52,000 people showed that age was unrelated to task performance, creativity, and 
performance in training workshops.37 Some OB researchers, however, believe that 
this finding does not reflect the true relationship between age and performance. 
They propose that the relationship between age and performance changes as 
 people grow older. This idea was tested on data obtained from 24,219 individuals. 
In support of this hypothesis, results revealed that age was positively related to 
performance for younger employees (25 to 30 years of age) and then plateaued: 
Older employees were not less productive. Age and experience also predicted per-
formance better for more complex jobs than other jobs, and job experience had a 
stronger relationship with performance than age.38 Another study examined mem-
ory, reasoning, spatial relations, and dual tasking for 1,000 doctors, ages 25 to 92, 
and 600 other adults. The researchers concluded “that a large proportion of older 
individuals scored as well or better on aptitude tests as those in the prime of life. 
We call these intellectually vigorous individuals ‘optimal agers.’”39
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What about turnover and absenteeism? A meta-analysis containing 45 samples 
and a total of 21,656 individuals revealed that age and turnover were negatively 
related.40 That is, older employees quit less often than did younger employees. 
Similarly, another meta-analysis of 34 studies encompassing 7,772 workers in-
dicated that age was inversely related to both voluntary (a day at the beach) and 
involuntary (sick day) absenteeism.41 Contrary to stereotypes, older workers are 
ready and able to meet their job requirements. Moreover, results from the two 
meta-analyses suggest managers should focus more attention on the turnover and 
absenteeism among younger workers than among older workers.

Racial and Ethnic Stereotypes
There are many different racial and ethnic stereotypes that exist. For instance, 
African Americans have been viewed as athletic, aggressive, and angry; Asians, as 
quiet, introverted, smarter, and more quantitatively oriented; Hispanics, as family 
oriented and religious; and Arabs, as angry. Racial and ethnic stereotypes are par-
ticularly problematic because they are automatically triggered and lead to what 
researchers call micro aggressions.  Micro aggressions represent “biased thoughts, 
attitudes, and feelings” that exist at an unconsious level.42 Unfortunately, they 
can affect our behavior and negatively affect people of  color. Consider the fol-
lowing scenario:

 Two colleagues—one Asian-American, the other African-American—board a small 

plane. A flight attendant tells them they can sit anywhere, so they choose seats near 

the front of the plane and across the aisle from each other so they can talk. At the 

last minute, three white men enter the plane and take the seats in front of them. Just 

before takeoff, the flight attendant, who is white, asks the two colleagues if they would 

mind moving to the back of the plane to better balance the plane’s load. Both react 

with anger, sharing the same sense that they are being singled out to symbolically “sit at 

the back of the bus.” When they express these feelings to the attendant, she indignantly 

denies the charge, saying she was merely trying to ensure the flight’s safety and give the 

two some privacy.43

What do you think, was the flight attendant exhibiting a micro aggression or 
were the colleagues being too sensitive?

Negative racial and ethnic stereotypes are still apparent in many aspects of 
life and in many organizations.44  Consider the experience of Eldrick (Tiger) 
Woods. Tiger was raised in two different cultures. His mother was from Thailand 
and his father was African American. Since becoming a professional golfer in 
1996, Tiger has won 87 tournaments and has more career victories than any other 
active player on the PGA Tour. He also has the lowest career scoring average and 
greatest amount of career earnings than any other golfer in the history of the 
game. He also is the only golfer in history to hold the title for all four major tour-
naments at the same time.45   Unfortunately, Tiger has experienced a host of racial 
stereotypes and biases (see the Real World/Real People feature on page 197).  Let 
us now consider the following evidence regarding racial and ethnic stereotypes in 
organizations.

A meta-analysis of interview decisions from 31 studies with total samples of 
4,169 African Americans and 6,307 whites revealed that whites received higher in-
terviewer evaluations. Another study of 2,805 interviews uncovered a same-race bias 
for Hispanics and African Americans but not for whites. That is, Hispanics and 
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African-American interviewers evaluated applicants of their own race more favor-
ably than applicants of other races. White interviewers did not exhibit any such 
bias.46 Performance ratings were found to be unbiased in two studies that used large 
samples of 21,547 and 39,537 rater–ratee pairs of African-American and white em-
ployees, respectively, from throughout the United States. These findings revealed 
that African-American and white managers did not differentially evaluate their 
employees based on race.47 Given the increasing number of people of color that 
will enter the workforce over the next 10 years (recall our discussion in Chapter 2), 
employers should focus on nurturing and developing women and people of color 
as well as increasing managers’ sensitivities to invalid racial stereotypes and what is 
called stereotype threat.  Stereotype threat “refers to the ‘predicament’ in which mem-
bers of a social group (e.g., African-Americans, women) ‘must deal with the pos-
sibility of being judged or treated stereotypically, or of doing something that would 
confirm the stereotype.’”48 Research has documented that stereotype threat was as-
sociated with lower performance on evaluative tasks for women and nonwhites. For 
example, African Americans and women performed worse on academic tests when 
something primed them to think about race or gender. The drop in performance was 
higher when people experienced a race/ethnicity-based stereotype.49 These results 
suggest that it is important for teachers and managers to avoid activating any race/
ethnicity or gender stereotypes (e.g., asking people about their race or gender) when 
people are taking evaluative tests such as an academic test, an employment test, or a 
graduate school admissions test. 

Stereotype threat

The predicament 
in which members 
of a social group 
(e.g., African 
Americans, women) 
must deal with the 
possibility of being 
judged or treated 
stereotypically, or 
of doing something 
that would confirm 
the stereotype.

“I became aware of my racial identity on my first day 

of school, on my first day of kindergarten.  A group 

of sixth graders tied me to a tree, spray-painted the 

word ‘nigger’ on me, and threw rocks at me. That was 

my first day at school.  And the teacher really didn’t 

do much of anything. I used to live across the street 

from school and kind of down the way a little bit. The 

teacher said, ‘Okay, just go home.’ So I had to outrun all 

these kids going home, which I was able to do. It was 

certainly an eye-opening experience, you know, being 

five years old. We were the only minority family in all 

of Cypress, California.

 “When my parents moved in, before I was born, 

they used to have these oranges come through the 

window all the time.  And it could have not been 

racially initiated or it could have been. We don’t know. 

But it was very interesting, though people don’t neces-

sarily know it, that I grew up in the 1980s and still had 

incidents. I had a racial incident even in the 1990s at my 

home course where I grew up, the Navy golf course. 

And right before the 1994 US Amateur, I was 18 years 

old, I was out practicing, just hitting pitch shots and 

some guy just yelled over the fence and used the N 

word numerous times at me. That’s in 1994.”

Despite his international acclaim and reputation, 
Tiger Woods battled racial stereotypes into the 
mid-90s. What can be done to stop the spread 
of  racism and racial stereotypes?

SOURCE: C Barkley, Who’s Afraid of a Large Black Man? (New York: 

Penguin Press, 2005), p 7. 

Tiger Woods Experiences Racial Bias

REAL WORLD | real people
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Disability Stereotypes
People with disabilities not only face negative stereotypes that affect their em-
ployability, but they also can be stigmatized by the general population.50 These 
trends create a host of problems for people with disabilities. For example, people 
with disabilities are more likely to be unemployed—the unemployment rate in 
January 2009 was 13.2% for people with disabilities and 8.3% for those without 
disabilities—and to make less money than those without disabilities.51 People with 
disabilities also were found to be two-and-a half  times as likely to live in poverty 
as people without disabilities.52 The problem is even more pronounced for people 
with serious mental illness. The Americans with Disabilities Act (ADA) was cre-
ated in 1990 in response to these statistics. As mentioned in Chapter 2, this act 
prohibits discrimination against qualified employees with physical or mental dis-
abilities or chronic illness and requires “reasonable accommodation” of employ-
ees with disabilities.53

Managerial Challenges and Recommendations
The key managerial challenge is to reduce the extent to which stereotypes influ-
ence decision making and interpersonal processes throughout the organization.54 
We recommend that an organization first needs to inform its workforce about the 
problem of stereotyping through employee education and training. Training also 
can be used to equip managers with the skills needed to handle situations associ-
ated with managing employees with disabilities. The next step entails engaging in 
a broad effort to reduce stereotypes throughout the organization. Social scientists 
believe that “quality” interpersonal contact among mixed groups is the best way 
to reduce stereotypes because it provides people with more accurate data about 
the characteristics of other groups of people. As such, organizations should cre-
ate opportunities for diverse employees to meet and work together in cooperative 
groups of equal status.

Another recommendation is for managers to identify valid individual differ-
ences (discussed in Chapter 5) that differentiate between successful and unsuccess-
ful performers. As previously discussed, for instance, research reveals experience 
is a better predictor of performance than age. Research also shows that managers 
can be trained to use these valid criteria when hiring applicants and evaluating 
employee performance.55

Removing promotional barriers for men and women, people of color, and 
persons with disabilities is another viable solution to alleviating the stereotyp-
ing problem. Walgreens represents a good example of how companies can as-
sist  people with disabilities to obtain meaningful work (see the Real World/Real 
People box on page 199). This can be accomplished by minimizing the differences 
in job experience across groups of people. Similar experience, coupled with the ac-
curate evaluation of performance, helps managers to make decisions that are less 
influenced by stereotypes. 

go to the Web for the Self-Exercise: How Do Diversity Assumptions 
Influence Team Member 
Interactions?
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In conclusion, it is important to obtain top management’s commitment and 
support to eliminate the organizational practices that support or reinforce ste-
reotyping and discriminatory decisions. Research clearly demonstrates that top 
management support is essential to successful implementation of the types of or-
ganizational changes being recommended.

Self-Fulfilling Prophecy:
The Pygmalion Effect 

 Historical roots of the self-fulfilling prophecy are found in Greek mythology. 
According to mythology, Pygmalion was a sculptor who hated women yet fell in love 
with an ivory statue he carved of a beautiful woman. He became so infatuated with 
the statue that he prayed to the goddess Aphrodite to bring her to life. The goddess 
heard his prayer, granted his wish, and Pygmalion’s statue came to life. The essence 
of the self-fulfilling prophecy, or Pygmalion effect, is that someone’s high expectations 
for another person result in high performance for that person. A related self-fulfilling 
prophecy effect is referred to as the Galatea effect. The Galatea effect occurs when 
an individual’s high self-expectations for him- or herself lead to high performance. 
The key process underlying both the Pygmalion and Galatea effects is the idea that 
people’s expectations or beliefs determine their behavior and performance, thus serv-
ing to make their expectations come true. In other words, we strive to validate our 
perceptions of reality, no matter how faulty they may be. Thus, the self-fulfilling 
prophecy is an important perceptual outcome we need to better understand.

LO.5 to the point
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self-fulfilling 
prophecy 
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Self-fulfilling 
prophecy

Someone’s high 
expectations for 
another person result 
in high performance.

Galatea effect

An individual’s high 
self-expectations 
lead to high 
performance.

In November, Walgreens—one of the nation’s largest 

drugstore retailers—will open a state-of-the-art distri-

bution center in Windsor, Conn. It will be the company’s 

second facility designed specifically to employ people 

with disabilities and is patterned after the 5,571-store 

group’s Anderson, S.C., center that opened last summer.

 Managers at both facilities share a goal of having 

people with disabilities fill at least one-third of the 

available jobs.

 Many observers laud the retailer’s plans as a 

source of meaningful jobs with equal opportunities 

for advancement and job mobility. And the outcomes 

so far  suggest that the company’s latest prescription 

for diversification works well, contends Deb Russell, 

Walgreen’s manager of outreach and employee ser-

vices, based at headquarters in Deerfield, Ill. Company 

leaders intend to launch similar initiatives at future 

distribution centers—and use the experience to pro-

vide managers in other divisions with information and 

guidance they expect will result in even more hiring of 

people with disabilities.

 “We know of no other facility of its kind where such 

a significant portion of the workforce has disabilities,” 

Russell says of the $175 million South Carolina loca-

tion. Currently, 40 percent of the distribution center’s 

400 employees have disclosed physical or cognitive dis-

abilities. Yet the facility’s efficiency rose by 20 percent 

since opening, after technology and process changes 

originally intended to accommodate workers with dis-

abilities improved everyone’s jobs. At full capacity, the 

center will employ 800. Workers will include those 

challenged by cognitive disabilities and autism.

Why don’t more companies take a proactive ap-
proach toward hiring people with disabilities?

SOURCE: From S Wells, “Counting on Workers with Disabilities,” 

HR Magazine, April 2008, pp 45–46. Copyright 2008 by Society 

for Human Resource Management (SHRM). Reproduced with 

permission of Society for Human Resource Management via 

Copyright Clearance Center.

Walgreens Effectively Accommodates People with Disabilities

REAL WORLD | real people
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Research and an 
Explanatory Model
The self-fulfilling prophecy was first demonstrated 
in an academic environment. After giving a bogus 
test of academic potential to students from grades 
1 to 6, researchers informed teachers that certain 
students had high potential for achievement. In 
reality, students were randomly assigned to the 
“high potential” and “control” (normal potential) 
groups. Results showed that children designated as 
having high potential obtained significantly greater 
increases in both IQ scores and reading ability than 
did the control students.56 The teachers of the sup-
posedly high potential group got better results be-
cause their high expectations caused them to give 
harder assignments, more feedback, and more rec-
ognition of achievement. Students in the normal 
potential group did not excel because their teachers 
did not expect outstanding results.

Research similarly has shown that by rais-
ing instructors’ and managers’ expectations for 
individuals performing a wide variety of tasks, 
higher levels of achievement/productivity can be 
 obtained. Results from a meta-analysis of 17 stud-

ies involving 2,874 people working in a variety of industries 
and occupations demonstrated the Pygmalion effect was quite 
strong.57 This finding implies that higher levels of achieve-
ment and productivity can be obtained by raising managers’ 
performance expectations of their employees. Further, the 
performance-enhancing Pygmalion effect was stronger in 
the military, with men, and for people possessing low perfor-
mance expectations. Extending these results, a recent study 
confirmed that female leaders can produce the Pygmalion ef-
fect on male subordinates.58 This is an important finding in 
light of the increasing number of women in managerial roles 
(recall our discussion in Chapter 2). 

Figure 7–2 presents a model that integrates the self-
 fulfilling prophecy,  the Galatea effect, and self-efficacy, which 
was discussed in Chapter 5. The model shows that the self-
fulfilling process begins with a manager’s expectations for 
his or her direct reports. In turn, these expectations influence 
the type of leadership used by a leader (linkage 1). Positive 
expectations beget positive and supportive leadership, which 
subsequently leads employees to develop higher self-expecta-
tions (linkage 2). The positive Galatea effect created by these 
higher expectations then motivates employees to exert more 
effort (linkage 3), ultimately increasing performance (link-
age 4) and supervisory expectations (linkage 5). Successful 
performance also improves an employee’s self-efficacy, which 

 Oprah Winfrey is a great example of the 

Galatea effect. Born in Kosciusko, Mississippi, 

where she lived on a farm and was raised by 

her grandmother, she has evolved into one of 

the 100 Most Influential People of the 20th 

Century by Time magazine.

 SOURCE: NON-SEQUITUR © Wiley Miller. Dist. by Universal 

Press Syndicate. Reprinted with permission.  All rights reserved.
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then fuels additional self-expectations of success (linkage 6). Research provides 
support for this model.59 Researchers coined the term Golem effect to represent the 
negative side of the performance enhancing process depicted in Figure 7–2. The 
Golem effect is a loss in performance resulting from low leader expectations.60 Let 
us consider how it works.

Say that an employee makes a mistake such as losing notes during a meeting 
or exhibits poor performance on a task—turning in a report a day late. A man-
ager then begins to wonder if  this person has what it takes to be successful in the 
organization. This doubt leads the manager to watch this person more carefully. 
The employee, of  course, notices this doubt and begins to sense a loss of  trust. 
The suspect employee then responds in one of  two ways. He or she may doubt 
his or her own judgment and competence. This in turn leads the individual to 
become more risk averse and to decrease the amount of  ideas and suggestions for 
the manager’s critical review. The manager notices this behavior and interprets 
it as an example of  less initiative. Oppositely, the employee may take on more 
and more responsibility so that he or she can demonstrate his or her competence 
and worth. This is likely to cause the employee to screw up on something, which 
in turn reinforces the manager’s suspicions. You can see that this process results 
in a destructive relationship that is fueled by negative expectations. The point 
to remember is that the self-fulfilling prophecy works in both directions. The 
next section discusses ideas for enhancing the Pygmalion effect and reducing the 
Golem effect.

Golem effect

Loss in performance 
due to low leader 
expectations.

Figure 7–2 A Model of the Self-Fulfilling Prophecy

SOURCE: From D Eden, “Self-Fulfilling Prophecy as a Management Tool: Harnessing Pygmalion,” Academy 

of Management Review, January 1984, p 67. Copyright © 1984 by The Academy of Management. Reproduced 

by permission of The Academy of Management via Copyright Clearance Center.
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Putting the Self-Fulfilling Prophecy to Work
Largely due to the Pygmalion effect, managerial expectations powerfully influence 
employee behavior and performance. Consequently, managers need to harness the 
Pygmalion effect by building a hierarchical framework that reinforces positive per-
formance expectations throughout the organization.

Employees’ self-expectations are the foundation of this framework. In turn, 
positive self-expectations improve interpersonal expectations by encouraging 
 people to work toward common goals. This cooperation enhances group-level pro-
ductivity and promotes positive performance expectations within the work group. 
At Google, for example, employees routinely work long hours, especially when 
work groups are trying to meet deadlines for the launch of new products. Because 
Google is known for creating innovative products in a timely fashion, positive 
group-level expectations help create and reinforce an organizational culture of 
high expectancy for success. This process then excites people about working for 
the organization, thereby reducing turnover.61

Because positive self-expectations are the foundation for creating an organi-
zationwide Pygmalion effect, let us consider how managers can create positive 
performance expectations. This task may be accomplished by using various com-
binations of the following:

Recognize that everyone has the potential to increase his or her performance.1. 

Set high performance goals.2. 

Positively reinforce employees for a job well done.3. 

 Provide frequent feedback that conveys your belief  in employees’ ability to 4. 

 complete their tasks.

 Give employees the opportunity to experience increasingly challenging tasks and 5. 

projects.

 Communicate by using facial expressions, voice intonations, body language, and 6. 

encouraging comments that reflect high expectations.

 Provide employees with the input, information, and resources they need to 7. 

achieve their goals.

Introduce new employees as if  they have outstanding potential.8. 

 Become aware of your personal prejudices and nonverbal messages that may 9. 

discourage others.

  10. Help employees master key skills and tasks.62

Causal Attributions

 Attribution theory is based on the premise that people attempt to infer causes for ob-
served behavior. Rightly or wrongly, we constantly formulate cause-and-effect explana-
tions for our own and others’ behavior. Attributional statements such as the following 
are common: “Joe drinks too much because he has no willpower; but I need a couple of 
drinks after work because I’m under a lot of pressure.” Formally defined, causal attribu-

tions are suspected or inferred causes of behavior. Even though our causal attributions 
tend to be self-serving and are often invalid, it is important to understand how people 
formulate attributions because they profoundly affect organizational behavior. For ex-
ample, a supervisor who attributes an employee’s poor performance to a lack of effort 
might reprimand that individual. However, training might be deemed necessary if the 
supervisor attributes the poor performance to a lack of ability.
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Generally speaking, people formulate causal attributions by considering the events 
preceding an observed behavior. This section explores Harold Kelley’s model of attribu-
tion, two important attributional tendencies, and related managerial implications.

Kelley’s Model of Attribution
Current models of attribution, such as Kelley’s, are based on the pioneering work 
of the late Fritz Heider. Heider, the founder of attribution theory, proposed that 
behavior can be attributed either to internal factors within a person (such as ability 
and effort) or to external factors within the environment (such as task difficulty, 
help from others, and good/bad luck). This line of thought parallels the idea of 
an internal versus external locus of control, as discussed in Chapter 5. Building 
on Heider’s work, Kelley attempted to pinpoint major antecedents of internal and 
external attributions. Kelley hypothesized that people make causal attributions 
after gathering information about three dimensions of behavior: consensus, dis-
tinctiveness, and consistency.63 These dimensions vary independently, thus form-
ing various combinations and leading to  differing  attributions.

Figure 7–3 presents performance charts showing low versus high consensus, 
distinctiveness, and consistency.  These charts are now used to help develop a work-
ing knowledge of all three dimensions in Kelley’s model.

 • Consensus involves a comparison of an individual’s behavior with that of his 
or her peers. There is high consensus when one acts like the rest of the group 
and low consensus when one acts differently. As shown in Figure 7–3, high 
consensus is indicated when persons A, B, C, D, and E obtain similar levels 
of individual performance. In contrast, person C’s performance is low in 
consensus because it significantly varies from the performance of persons 
A, B, D, and E.

 • Distinctiveness is determined by comparing a person’s behavior on one task 
with his or her behavior on other tasks. High distinctiveness means the indi-
vidual has performed the task in question in a significantly different manner 
than he or she has performed other tasks. Low distinctiveness means stable 
performance or quality from one task to another. Figure 7–3 reveals that 

LO.7
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Figure 7–3 Performance Charts Showing Low and High Consensus, Distinctiveness, 

and Consistency Information

SOURCE: From K A Brown, “Explaining Group Poor Performance: An Attributional Analysis,” Academy of Management Review, January 1984, p 56. 

Copyright © 1984 by The Academy of Management. Reproduced by permission of The Academy of Management via Copyright Clearance Center.
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the employee’s performance on task 4 is highly distinctive because it signifi-
cantly varies from his or her performance on tasks 1, 2, 3, and 5.

 • Consistency is determined by judging if the individual’s performance on a given 
task is consistent over time. High consistency implies that a person performs 
a certain task the same, time after time. Unstable performance of a given task 
over time would mean low consistency. The downward spike in performance 
depicted in the consistency graph of Figure 7–3 represents low consistency. In 
this case, the employee’s performance on a given task varied over time.

It is important to remember that consensus relates to other people, distinctiveness 
relates to other tasks, and consistency relates to time. The question now is: How 
does information about these three dimensions of behavior lead to internal or 
external attributions?

Kelley hypothesized that people attribute behavior to external causes (envi-
ronmental factors) when they perceive high consensus, high distinctiveness, and 
low consistency. Internal attributions (personal factors) tend to be made when 
observed behavior is characterized by low consensus, low distinctiveness, and high 
consistency. So, for example, when all employees are performing poorly (high con-
sensus), when the poor performance occurs on only one of several tasks (high 
distinctiveness), and the poor performance occurs during only one time period 
(low consistency), a supervisor will probably attribute an employee’s poor perfor-
mance to an external source such as peer pressure or an overly difficult task. In 
contrast, performance will be attributed to an employee’s personal characteristics 
(an internal attribution) when only the individual in question is performing poorly 
(low consensus), when the inferior performance is found across several tasks (low 
distinctiveness), and when the low performance has persisted over time (high 
 consistency). Many studies have supported this predicted pattern of attributions 
in a work setting.64 The attribution process also has been extended by marketing 
researchers to examine consumers’ attributions about customer service, product 
characteristics, and advertising and by OB researchers to study leadership.65

Attributional Tendencies
Researchers have uncovered two attributional tendencies that distort one’s 
 interpretation of  observed behavior—fundamental attribution bias and self-
serving bias.

Fundamental Attribution Bias The fundamental attribution bias reflects 
one’s tendency to attribute another person’s behavior to his or her personal char-
acteristics, as opposed to situational factors. This bias causes perceivers to ignore 
important environmental forces that often significantly affect behavior. For example, 
a study of 1,420 employees of a large utility company demonstrated that supervi-
sors tended to make more internal attributions about worker accidents than did the 
workers. Interestingly, research also shows that people from Westernized cultures 
tend to exhibit the fundamental attribution bias more than individuals from East 
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Asia.66 A recent study of shareholders similarly showed that shareholders  attrib-
uted the price of stocks more to CEO behavior and less to market fluctuations.67

Self-Serving Bias The self-serving bias

 represents one’s tendency to take more personal 
responsibility for success than for failure. The self-
serving bias suggests employees will attribute their 
success to internal factors (high ability or hard 
work) and their failures to uncontrollable exter-
nal factors (tough job, bad luck, unproductive co-
workers, or an unsympathetic boss). This tendency 
seems to have been in play at companies where em-
ployees filed high-profile discrimination lawsuits. In 
one case, an employee of a major accounting firm 
was, as the court judge wrote, “generally viewed as 
a highly competent project leader who worked long 
hours, pushed vigorously to meet deadlines, and 
demanded much from the multidisciplinary staffs.” 
She was denied a partnership. The employee blamed 
the firm for discriminating against her because 
she was a woman; the firm blamed her for being 
“sometimes overly aggressive, unduly harsh, diffi-
cult to work with, and impatient with staff.” And 
in another case, a woman who was not promoted 
to dean blamed the university for discriminating 
against her, while the university, like the account-
ing firm, said this employee was hard to get along 
with. In both cases, the courts could not take  either 
point of view for granted but had to look for objec-
tive performance measures and evidence of how the 
organization treated its male employees.68    

Much research has investigated the self-serving bias.69 Two studies, for in-
stance, examined whether or not senior executives fell prey to the self-serving bias 
when communicating with stockholders in their annual letter to shareholders. 
Results revealed executives in the United States and Singapore took credit for 
themselves when their companies did well and blamed negative outcomes on the 
environment.70 Overall, however, research on the self-serving bias has produced 
inconsistent results. Two general patterns of  attributions have been observed in 
past research. The first reveals that individuals make internal attributions for 
success as predicted by a self-serving bias. In contrast, people make both internal 
and external attributions for failure.71 This means people do not automatically 
blame failure on external factors as originally expected from a self-serving bias. A 
team of researchers concluded, “When highly self-focused people feel that failure 
can be rapidly remedied, they will attribute failure to self; when the likelihood of 
improvement seems low, however, failure will be attributed externally.”72

Managerial Application and Implications
Attribution models can be used to explain how managers handle poorly perform-
ing employees. One study revealed that managers gave employees more immediate, 

Self-serving bias

Taking more 
personal 
responsibility for 
success than failure.

  Alex Rodriguez, who currently plays third base for the New 

York Yankees, speaking at a conference on steroid use. He signed 

the richest contract in baseball history in 2007 for $275 million 

over 10 years. In 2009, he admitted to taking banned substances 

in the past. How does taking banned substances affect the self-

serving bias of an accomplished athlete like Alex?
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frequent, and negative feedback when they attributed their performance to low 
effort. This reaction was even more pronounced when the manager’s success was 
dependent on an employee’s performance. A second study indicated that managers 
tended to transfer employees whose poor performance was attributed to a lack of 
ability. These same managers also decided to take no immediate action when poor 
performance was attributed to external factors beyond an individual’s control.73

The preceding discussion has several important implications for managers. 
First, men and women have different attributions regarding the causes of being 
promoted. Results from a recent survey of 140,000 people from 80 countries re-
vealed that men and women had different attributions about what it takes to be 
promoted to a senior-level position. Men concluded that promotions were based 
on hard work whereas women reported that promotions were based more on luck 
and connections. As discussed in Chapter 2, these results, which were consistent 
across countries, suggest that a woman’s promotional track resembles more of 
a labyrinth than a straight upward path. Managers thus are encouraged to help 
women develop social capital and to promote people on the basis of job-related 
criteria that are accurately measured.74

Second, managers tend to disproportionately attribute behavior to internal 
causes.75 This can result in inaccurate evaluations of performance, leading to re-
duced employee motivation. No one likes to be blamed because of factors they 
perceive to be beyond their control. Further, because managers’ responses to em-
ployee performance vary according to their attributions, attributional biases may 
lead to inappropriate managerial actions, including promotions, transfers, layoffs, 
and so forth. This can dampen motivation and performance. Attributional training 
sessions for managers are in order. Basic attributional processes can be explained, 
and managers can be taught to detect and avoid attributional biases. Finally, an 
employee’s attributions for his or her own performance have dramatic effects on 
subsequent motivation, performance, and personal attitudes such as self-esteem. 
For instance, people tend to give up, develop lower expectations for future suc-
cess, and experience decreased self-esteem when they attribute failure to a lack of 
 ability. Fortunately, attributional retraining can improve both motivation and per-
formance. Research shows that employees can be taught to attribute their failures 
to a lack of effort rather than to a lack of ability.76 This attributional realignment 
paves the way for improved motivation and performance. It also is important to 
remember the implications of the self-serving bias. If  managers want employees to 
accept personal responsibility for failure and correspondingly modify their effort 
and behavior, it is essential for employees to believe that they can improve upon 
their performance in the future. Otherwise, employees are likely to attribute failure 
to external causes and they will not change their behavior.

Describe perception in terms of the information-1. 

 processing model. Perception is a mental and cognitive 

process that enables us to interpret and understand our 

surroundings. Social perception, also known as social 

cognition and social information processing, is a four-

stage process. The four stages are selective attention/

comprehension, encoding and simplification, storage 

and retention, and retrieval and response. During social 

cognition, salient stimuli are matched with schemata, 

assigned to cognitive categories, and stored in long-

term memory for events, semantic materials, or people.

Identify and briefly explain seven managerial implica-2. 

tions of social perception. Social perception affects 

hiring decisions, performance appraisals, leadership 

Summary of Key Concepts
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perceptions, communication and interpersonal in-

fluence, counterproductive work behaviors, physi-

cal and psychological well-being, and the design of 

Web pages. Inaccurate schemata or racist and sexist 

schemata may be used to evaluate job applicants. 

Similarly, faulty schemata about what constitutes 

good versus poor performance can lead to inaccurate 

performance appraisals. Invalid schemata need to be 

identified and replaced with appropriate schemata 

through coaching and training. Further, managers 

are advised to use objective rather than subjective 

measures of  performance. With respect to leadership, 

a leader will have a difficult time influencing employ-

ees when he or she exhibits behaviors contained in 

employees’ schemata of  poor leaders. Because people 

interpret oral and written communications by using 

schemata developed through past experiences, an 

individual’s ability to influence others is affected by 

information contained in others’ schemata regarding 

age, gender, ethnicity, appearance, speech, manner-

isms, personality, and other personal characteristics. It 

is very important to treat employees fairly, as percep-

tions of  unfairness are associated with counterproduc-

tive work behaviors. Try to let negative thoughts roll 

off  yourself  like water off  a duck to avoid the physical 

and psychological effects of  negative thoughts.

Discuss stereotypes and the process of stereotype 3. 

 formation. Stereotypes represent grossly oversimplified 

beliefs or expectations about groups of people. Stereo-

typing is a four-step process that begins by categorizing 

people into groups according to various criteria. Next, 

we infer that all people within a particular group pos-

sess the same traits or characteristics. Then, we form 

expectations of others and interpret their behavior 

according to our stereotypes. Finally, stereotypes are 

maintained by (a) overestimating the frequency of ste-

reotypic behaviors exhibited by others, (b) incorrectly 

explaining expected and unexpected behaviors, and 

(c) differentiating minority individuals from oneself. 

The use of stereotypes is influenced by the amount and 

type of information available to an individual and his 

or her motivation to accurately process information.

Summarize the managerial challenges and recom-4. 

mendations of sex-role, age, racial and ethnic, and 

disability stereotypes. The key managerial challenge 

is to reduce the extent to which stereotypes influ-

ence decision making and interpersonal processes 

throughout the organization. Training can be 

used to educate employees about the problem of 

 stereotyping and to equip managers with the skills 

needed to handle situations associated with manag-

ing employees with disabilities. Because mixed-group 

contact reduces stereotyping, organizations should 

create opportunities for diverse employees to meet 

and work together in cooperative groups of  equal 

status. Hiring decisions should be based on valid 

 individual differences, and managers can be trained 

to use valid criteria when evaluating employee per-

formance. Minimizing differences in job opportuni-

ties and experiences across groups of  people can 

help alleviate promotional  barriers. It is critical to 

obtain top management’s commitment and  support 

to eliminate stereotyping and discriminatory decisions.

Describe and contrast the Pygmalion effect, the Galatea 5. 

 effect, and the Golem effect. The Pygmalion effect, also 

known as the self-fulfilling prophecy, describes how 

someone’s high expectations for another person result 

in high performance for that person. The Galatea effect 

occurs when an individual’s high self-expectations lead 

to high self-performance. The Golem effect is a loss of 

performance resulting from low leader expectations.

Discuss how the self-fulfilling prophecy is created and how 6. 

it can be used to improve individual and group productivity. 

According to the self-fulfilling prophecy, high manage-

rial expectations foster high employee self- expectations. 

These expectations in turn lead to greater effort and 

 better performance and yet higher expectations.

Explain, according to Kelley’s model, how external and 7. 

internal causal attributions are formulated. Attribution 

theory attempts to describe how people infer causes 

for observed behavior. According to Kelley’s model 

of causal attribution, external attributions tend to be 

made when consensus and distinctiveness are high and 

consistency is low. Internal (personal responsibility) 

attributions tend to be made when consensus and dis-

tinctiveness are low and consistency is high.

Contrast the fundamental attribution bias and the 8. 

 self-serving bias. Fundamental attribution bias involves 

emphasizing personal factors more than situational 

factors while formulating causal attributions for the 

behavior of others. Self-serving bias involves personal-

izing the causes of one’s successes and externalizing 

the causes of one’s failures.

Perception, 185

Attention, 186

Cognitive categories, 186

Schema, 187

Script, 187

Implicit cognition, 190

Stereotype, 194

Sex-role stereotype, 194

Micro aggressions, 196

Stereotype threat, 197

Key Terms
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Worldwide Panel LLC, a small market-research firm, is 
getting flooded with resumes for four vacancies in sales 
and information technology.

However, officials expect to reject numerous appli-
cants after asking them: “What is your greatest weak-
ness?” Candidates often respond “with something that 
is not a weakness,” says Christopher Morrow,  senior 
vice president of the Calabasas, Calif., concern. “It is 
a deal breaker.”

The weakness question represents the most common 
and most stressful one posed during interviews. Yet in 
today’s weak job market, the wrong answer weakens 
your chances of winning employment.

Some people offer replies that they mistakenly  assume 
that the bosses love, such as “I am a perfectionist.” That 
response “will be used against you” because you appear 
incapable of delegating, warns Joshua Ehrlich, dean of 
a master’s program in executive coaching sponsored 
by BeamPines Inc., a New York coaching firm, and 
Middlesex University in London.

A careful game plan could help you with the 
 shortcoming query in a way that highlights your fit for a 
desired position. Job seekers who field the question well 
demonstrate that they can “take initiative and improve 
themselves,” Mr. Morrow says. . . .

It’s equally important that you consider an em-
ployer’s corporate culture. While being interviewed by 
a start-up, “you could say, ‘My weakness is I get bored 
by routine,’” says Ben Dattner, a New York industrial 
psychologist.

Last month, an aspiring executive director of a 
 nonprofit group in suburban San Francisco nearly jeop-
ardized his selection because his reply to a variation of 
the weakness question ignored one of its core values, 
according to Ms. Klaus, a board member there. Near 
the end of his interview, she wondered whether he might 
have problems with any aspects of the job. “No, I am 
confident I could do it all,” the prospect declared. His 
flip comment dismayed Ms. Klaus, because she felt he 
lacked awareness of his weakness. She says his response 
raises doubts among board members that “he would be 
able to take critical feedback,” an attribute the organiza-
tion values highly.

Because the man was well qualified, the board 
gave him a second interview—and demanded a fuller 

 explanation of his weak spots. He said he had been “un-
prepared for that question and nervous about coming 
out with a big fatal flaw,” then described his tendency to 
make decisions too fast during workplace crises. Board 
members’ doubts disappeared, and they picked him for 
the nonprofit’s top job.

Ideally, your reply also should exclude the word 
“weakness” and cover your corrective steps. Dubbing 
your greatest fault a “window of opportunity” signals 
your improvement efforts should benefit the workplace, 
says Oscar Adler, a retired Maidenform Brands sales 
executive and author of the book, Sell Yourself in Any 
Interview. For instance, he suggests, a salesman might 
note that he sold more after strengthening his facility 
with numbers.

When an interviewer pops this nerve-wracking query, 
your body language counts as well. The wrong nonver-
bal cues undercut your credibility. Certain candidates 
hunch over, glance furtively around the room or wring 
their sweaty palms. “They sort of look like they’re being 
asked a question they can’t handle,” says Mr. Adler.

Maintaining eye contact, regular breathing, and a 
broad smile impress employers that “you’re prepared 
for the weakness question,” says psychotherapist Pat 
Pearson, author of Stop Self-Sabotage!

For the same reason, you seem thoughtful if  you 
pause before responding. But don’t wait too long. “If  
you’re going to take a minute,” Mr. Morrow cautions, 
 “I’ve just identified your weakness.” 

Q uestions for Discussion
Which of the perceptual errors listed in Table 7–2 1. 

are affecting recruiters’ perceptions in this case? 
Discuss. 

What negative stereotypes are fueling recruiters’ 2. 

 perceptions? 

To what extent do the Pygmalion effect, the Galatea 3. 

effect, and the Golem effect play a role in this case? 
Explain.

What lessons about perception did you learn from 4. 

this case? Explain. 

How would you answer the “weakness” question? 5. 

Explain how it might be perceived by recruiters. 

OB in Action Case Study

Job Offers Are Won and Lost Based on Interviewers’ Perceptions 
of Responses to the Question “What Are Your Weaknesses”77

Self-fulfilling prophecy, 199

Galatea effect, 199

Golem effect, 201

Causal attributions, 202

Internal factors, 203

External factors, 203

Fundamental attribution bias, 204

Self-serving bias, 205
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 IT MIGHT SOON BE time to 
redefine MRI machines as “mar-

ket research imaging” devices. At Harvard’s McLean 
Hospital not long ago, six male whiskey drinkers, ages 
25 to 34, lined up to have their brains scanned for 
Arnold Worldwide. The Boston-based ad shop was 
using functional magnetic resonance imaging (fMRI) 
to gauge the emotional power of various images, in-
cluding college kids drinking cocktails on spring break, 
twentysomethings with flasks around a campfire, and 
older guys at a swanky bar. The scans “help give us em-
pirical evidence of the emotion of decision making,” 
says Baysie Wightman, head of Arnold’s new, science-
 focused Human Nature Dept. The results will help 
shape the 2007 ad campaign for client Brown-Forman, 
which owns Jack Daniels.

The idea of peeking into the brain for consumer 
 insights isn’t new. More than a dozen universities have 
been using fMRI to study how people respond to prod-
ucts (prompting Ralph Nader’s Commercial Alert group 
to assert that “it’s wrong to use a medical technology 
for marketing, not healing”). But now a few agencies 
like Arnold—whose clients also include McDonald’s 

and Fidelity—and Digitas, another Boston-based shop, 
are offering fMRI research. “Neuromarketing” consul-
tants, like Los Angeles-based FKF Applied Research, 
are springing up, too, to link companies with hospitals 
seeking to lease time on their pricey MRI machines.

Should We Allow Companies to 
Use Brain Scans to Test Advertising 
Campaigns?

Absolutely not! Ralph Nader is right; it’s wrong to 1. 

use medical equipment for marketing.

Why not? People participate voluntarily in these 2. 

studies and they get paid for the experience.

Ad campaigns are expensive, and it is good 3. 

 business sense to test their effectiveness with 
brain scans.

Using medical equipment in this way is a good way 4. 

to share the costs of an expensive MRI. In the end, 
reducing the costs of medical equipment is good for 
society at large.

Invent other options.5. 

Web Resources 

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner

Ethical Dilemma

Should Brain Scans Be Used to Craft Advertising?78



Chapter 8
Foundations of Motivation

When you finish studying the material in this chapter, you should be able to:

Contrast Maslow’s, Alderfer’s, and McClelland’s need theories. 

Explain the practical significance of Herzberg’s distinction between 
motivators and hygiene factors.

Discuss the role of perceived inequity in employee motivation.

Explain the differences among distributive, procedural, and interactional 
justice.

Describe the practical lessons derived from equity theory.

Explain Vroom’s expectancy theory, and review its practical implications.

Explain how goal setting motivates an individual, and review the four 
practical lessons from goal-setting research.

Review the mechanistic, motivational, biological, and perceptual-motor 
approaches to job design.

Specify issues that should be addressed before implementing a 
motivational program.

LO.1

LO.2

LO.3

LO.4

LO.5

LO.6

LO.7

LO.8

LO.9

LEARNING OBJECTIVES



Student Resources for Studying Chapter 8

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, • 

and discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

You might suppose that the stars are in near-perfect align-

ment for major reform of CEO pay. The mammoth pay 

and disastrous performance of Countrywide Financial’s 

Angelo Mozilo, Citigroup’s Chuck Prince, and Merrill 

Lynch’s Stan O’Neal should be enough to make the public 

furious. Each CEO departed with $100-million-plus com-

pensation after misadventures with subprime mortgages. 

Now add the economic slowdown to the mix; ordinary 

Americans are worried about making ends meet while 

failed pooh-bahs rake it in. . . . 

The answer is that whatever remedies reformers 

enact, corporate boards can always find a way to pay 

the boss whatever they like. Over the past 25 years 

CEO pay has risen regardless of the economic or polit-

ical climate. It rises faster than corporate profits, eco-

nomic growth, or average workforce compensation. 

A recent study by the compensation consulting firm 

DolmatConnell & Partners found that CEO pay in the 

companies of the Dow Jones industrials increased at a 

blowout 15.1% annual rate over the past decade.

A more sensible alternative to the current compen-

sation system would require CEOs to own a lot of 

company stock. If the stock is given to the boss, his 

salary and bonus should be docked to reflect its value. 

As for bonuses, they should be based on improving a 

company’s cash earnings relative to its cost of capital, 

not to more easily manipulated measures like earnings 

per share. They should not be capped, but they should 

be banked—unavailable to the CEO for some period 

of years—to prevent short-term gaming.

To see why that is unlikely to happen, check out this 

spring’s crop of corporate proxy statements, which are 

still being filed. You’ll note that this year many companies 

are reporting the specific performance targets on which 

CEO pay is based—saying not just that pay is based 

partly on free cash flow, for example, but reporting the 

amount that must be achieved. Companies are doing 

that because the SEC is making them. But by wangling 

pay formulas in a dozen ways, they can still pay CEOs 

as crazily as they like. Look, for example, at one of 

America’s legend-

ary pay  abusers, 

O c c i d e n t a l 

Petroleum. Its lat-

est proxy is full 

of impressive-

looking targets 

and formulas, but 

the bottom line is 

that the company 

has consistently 

paid CEO Ray 

Irani huge sums 

($110 million for 

2007) during his 

17 years at the 

top, regardless of 

p e r f o r m a n c e , 

which has mostly 

been terrible.1

 FOR DISCUSSION

Do you think that CEOs’ pay should be tied to 

corporate performance? Explain. 

Angelo Mozilo, former CEO of 

Countrywide Financial left the 

company with a hefty bonus package.
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As you will learn later in this chapter, expectancy theory is based on the principle 
that an individual’s pay should be tied to his or her performance. The fundamental 
concept underlying this theory is that employee motivation is higher when people 
are rewarded with rewards they value. Contrary to this theory, the chapter- opening 
vignette illustrates that many CEOs receive excessive salaries even when they fail 
to lead their organizations toward profitability and growth. This practice is likely 
to result in lower employee motivation for the average worker. 

Many managers and executives understand that effective employee motivation 
is one of management’s most important duties. Jeff Immelt, General Electric’s CEO, 
understands this premise. He noted in a GE annual report that “[d]eveloping and mo-
tivating people is the most important part of my job. I spend one-third of my time on 
people.”2 Similarly, Best Buy CEO Brad Anderson concluded that his company’s key 
competitive differentiator was “how we inspire our employees. Without that capabil-
ity, you won’t last.”3 As you will read in this chapter, an employee’s motivation is a 
function of several components, including an individual’s needs, the extent to which a 
work environment is positive and supportive, perceptions of being treated fairly, cre-
ating a strong relationship between performance and the receipt of valued rewards, 
the use of accurate measures of performance, and the setting of specific goals. 

The term motivation derives from the Latin word movere, meaning “to move.” 
In the present context, motivation represents “those psychological processes that 
cause the arousal, direction, and persistence of voluntary actions that are goal di-
rected.”4 Researchers have proposed two general categories of motivation theories 
to explain the psychological processes underlying employee motivation: content 
theories and process theories. Content theories of motivation focus on identifying 
internal factors such as instincts, needs, satisfaction, and job characteristics that 
energize employee motivation. These theories do not explain how motivation is 
influenced by the dynamic interaction between an individual and the environment 
in which he or she works. This limitation led to the creation of process theories 
of motivation. Process theories of motivation focus on explaining the process by 
which internal factors and cognitions influence employee motivation.5 Process 
theories are more dynamic than content theories.

Table 8–1 provides an overview of the various content and process theories dis-
cussed in this chapter. As you study these seven theories, remember that they offer 
different recommendations about how to motivate employees because they are based 
on different sets of assumptions regarding the causes of motivation. We help you to 
integrate and apply these varying recommendations by summarizing the managerial 
implications for each theory before discussing an alternative  perspective.  

After discussing the major content and process theories of motivation, this 
chapter provides an overview of job design methods used to motivate employees 
and concludes by focusing on practical recommendations for putting motivational 
theories to work.

Motivation

Psychological 
processes that 

arouse and direct 
goal-directed 

behavior.

Content theories 
of motivation

Identify internal 
factors influencing 

motivation.

Process theories 
of motivation

Identify the 
process by which 

internal factors and 
cognitions influence 

motivation.

Table 8–1 Overview of Motivation Theories

CONTENT THEORIES PROCESS THEORIES

Maslow’s Need Hierarchy Theory Adam’s Equity Theory

Alderfer’s ERG Theory Vroom’s Expectancy Theory

McClelland’s Need Theory Goal Setting Theory

Herzberg’s Motivator-Hygiene Theory



Self-actualization

Esteem

Love

Safety

Physiological
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Content Theories of Motivation
 Most content theories of motivation revolve around the notion that an employee’s 
needs influence motivation. Needs are physiological or psychological  deficiencies 
that arouse behavior. They can be strong or weak and are influenced by environ-
mental factors. Thus, human needs vary over time and place. The general idea 
behind need theories of motivation is that unmet needs motivate people to  satisfy 
them. Conversely, people are not motivated to pursue a satisfied need. Let us 
now consider four popular content theories of motivation: Maslow’s need hier-
archy theory, Alderfer’s ERG theory, McClelland’s need theory, and Herzberg’s 
 motivator–hygiene model.

Maslow’s Need Hierarchy Theory
In 1943, psychologist Abraham Maslow published his now-famous need hierarchy 

theory of motivation. Although the theory was based on his clinical observation 
of a few neurotic individuals, it has subsequently been used to explain the entire 
spectrum of human behavior. Maslow proposed that motivation is a function of 
five basic needs. These needs are

 Physiological.1.  Most basic need. Entails having enough food, air, and water to 

survive.

 Safety.2.  Consists of the need to be safe from physical and psychological harm.

 3. Love. The desire to be loved and to love. Contains the needs for affection and 

belonging.

 4. Esteem. Need for reputation, prestige, and recognition from others. Also con-

tains need for self-confidence and strength.

 Self-actualization.5.  Desire for self-fulfillment—to become the best one is capable 

of becoming.

Maslow said these five needs are arranged in the prepotent hierarchy shown in 
Figure 8–1.  In other words, he believed human needs generally emerge in a predict-
able stair-step fashion. Accordingly, when one’s physiological needs are relatively 
satisfied, one’s safety needs emerge, and so on up the need hierarchy, one step at a 

LO.1 to the point
How would 
you contrast 
the content 
theories of 
motivation 
proposed 
by Maslow, 
Alderfer, 
McClelland, 
and 
Herzberg? 

Needs

Physiological or 
psychological 
deficiencies that 
arouse behavior.

Need hierarchy 
theory

Five basic needs—
physiological, safety, 
love, esteem, and 
self-actualization—
influence behavior.

Figure 8–1 Maslow’s Need Hierarchy
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time. Once a need is satisfied, it activates the next higher need in the hierarchy. This 
process continues until the need for self-actualization is activated.6

Although research does not clearly support this theory of motivation, two key 
managerial implications of Maslow’s theory are worth noting. First, it is important for 
managers to focus on satisfying employee needs related to self concepts—self- esteem 
and self-actualization—because their satisfaction is significantly associated with a host 
of important outcomes such as academic achievement, physical illness, psychological 
well-being (e.g., anxiety disorders, depression), criminal convictions, drug abuse, mari-
tal satisfaction, money and work problems, and performance at work.7

Second, a satisfied need may lose its motivational potential. Therefore, man-
agers are advised to motivate employees by devising programs or practices aimed 
at satisfying emerging or unmet needs. Many companies have responded to this 
recommendation by offering employees targeted benefits that meet their specific 
needs. Consider Joie de Vivre, a hotel chain in California’s Bay Area. Management 
uses Maslow’s principles to verify that the company is building employee satisfac-
tion and loyalty in a variety of ways. For example, Joie de Vivre managers provide 
recognition with formal processes to identify and comment on occasions when 
employees have provided exceptional service. They try to help housekeepers derive 
meaning from their jobs by bringing them together to talk about what the guests’ 
experience would be like if  the housekeepers weren’t making their stay more com-
fortable.8 Managers also can use customized surveys in order to assess the specific 
needs of their employees.9 In conclusion, managers are more likely to fuel em-
ployee motivation by offering benefits and rewards that meet individual needs.

Alderfer’s ERG Theory
Clayton Alderfer developed an alternative theory of human needs in the late 1960s. 
Alderfer’s theory differs from Maslow’s in three major respects. First, a smaller 
set of core needs is used to explain behavior. From lowest to highest level they 
are existence needs (E)—the desire for physiological and materialistic well-being; 
 relatedness needs (R)—the desire to have meaningful relationships with significant 
others; and growth needs (G)—the desire to grow as a human being and to use 
one’s abilities to their fullest potential; hence, the label ERG theory. Second, ERG 
theory does not assume needs are related to each other in a stair-step hierarchy as 
does Maslow. Alderfer believes that more than one need may be activated at a time. 
Finally, ERG theory contains a frustration-regression component. That is, frustra-
tion of higher-order needs can influence the desire for lower-order needs.10 For 
example, employees may demand higher pay or better benefits (existence needs) 
when they are frustrated or dissatisfied with the quality of their interpersonal 
relationships (relatedness needs) at work.

Research on ERG theory has provided mixed support for some of the theory’s 
key propositions. That said, however, there are two key managerial implications 
associated with ERG. The first revolves around the frustration-regression aspect 
of the theory. Managers should keep in mind that employees may be motivated 
to pursue lower-level needs because they are frustrated with a higher-order need. 
For instance, the solution for a stifling work environment may be a request for 
higher pay or better benefits. Second, ERG theory is consistent with the find-
ing that individual and cultural differences influence our need states. People are 
 motivated by different needs at different times in their lives. This implies that man-
agers should customize their reward and recognition programs to meet employees’ 

ERG theory

Three basic 
needs—existence, 

relatedness, and 
growth—influence 

behavior.
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varying needs. Consider how Marc Albin, CEO of Albin Engineering Services, 
Inc., handles this recommendation.

To identify which parts of individual employees’ egos need scratching, Albin takes an 

unconventional approach. “My experience in managing people is, they’re all different,” 

says Albin. “Some people want to be recognized for their cheerful attitude and their 

ability to spread their cheerful attitude. Some want to be recognized for the quality of 

their work, some for the quantity of their work. Some like to be recognized individually; 

others want to be recognized in groups.” Consequently, at the end of each employee-

orientation session Albin e-mails his new hires and asks them how and in what form 

they prefer their strokes. “It helps me understand what they think of themselves and 

their abilities, and I make a mental note to pay special attention to them when they’re 

working in that particular arena,” he says. “No one has ever said, ‘Just recognize me for 

anything I do well.’”11

McClelland’s Need Theory
David McClelland, a well-known psychologist, has been studying the relationship 
between needs and behavior since the late 1940s. Although he is most recognized 
for his research on the need for achievement, he also investigated the needs for 
affiliation and power. Let us consider each of these needs.

The Need for Achievement The need for achievement is defined by the 
following desires:

To accomplish something difficult. To master, manipulate, or organize physical objects, 

human beings, or ideas. To do this as rapidly and as independently as possible. To 

 overcome obstacles and attain a high standard.  To excel one’s self. To rival and surpass 

others.  To increase self-regard by the successful exercise of talent.12

Achievement-motivated people share three common characteristics: (1) they 
prefer working on tasks of moderate difficulty; (2) they prefer situations in which 
performance is due to their efforts rather than other factors, such as luck; and 
(3) they desire more feedback on their successes and failures than do low achievers. 
A review of research on the “entrepreneurial” personality showed that entrepre-
neurs were found to have a higher need for achievement than  nonentrepreneurs.13

The Need for Affiliation People with a high need for affiliation prefer 
to spend more time maintaining social relationships, joining groups, and want-
ing to be loved. Individuals high in this need are not the most effective managers 
or leaders because they tend to avoid conflict, have a hard time making difficult 
decisions without worrying about being disliked, and avoid giving others negative 
feedback.14

The Need for Power The need for power reflects an individual’s desire to 
influence, coach, teach, or encourage others to achieve. People with a high need for 
power like to work and are concerned with discipline and self-respect. There are  
positive and negative sides to this need. The negative face of power is characterized 
by an “if  I win, you lose” mentality. In contrast, people with a positive orientation 
to power focus on accomplishing group goals and helping employees obtain the 
feeling of competence. More is said about the two faces of power in Chapter 13. 
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Because effective managers must positively influence others, McClelland proposes 
that top managers should have a high need for power coupled with a low need for 
affiliation.

Managerial Implications Given that adults can be trained to increase 
their achievement motivation,15 organizations should consider the benefits of pro-
viding achievement training for employees. Moreover, achievement, affiliation, and 
power needs can be considered during the selection process, for better placement. 
For example, a study revealed that individuals’ need for achievement affected their 
preference to work in different companies. People with a high need for achieve-
ment were more attracted to companies that had a pay-for-performance environ-
ment than were those with a low achievement motivation.16 Finally, it is important 
to balance the above recommendations with the downside of high achievement. 
McClelland noted that people with high achievement might be more prone to 
“cheat and cut corners and to leave people out of the loop.” He also noted that 
some high achievers “are so fixated on finding a shortcut to the goal that they may 
not be too particular about the means they use to reach it.”17 Byrraju Ramalinga 
Raju, former founder and chairman of Satyam Computers, is a good example. 
Mr. Raju was known as a highly driven executive who had a grand vision for using 
technology to help develop rural India. He also was highly involved with several 
foundations in India. Unfortunately, Mr. Raju apparently took some illegal short-
cuts to meet Satyam’s short-term financial goals (see the Real World/Real People 
feature on page 217).18 

 Herzberg’s Motivator–Hygiene Theory
Frederick Herzberg’s theory is based on a landmark study in which he interviewed 
203 accountants and engineers.19 These interviews sought to determine the fac-
tors responsible for job satisfaction and dissatisfaction. Herzberg found separate 
and distinct clusters of factors associated with job satisfaction and dissatisfaction. 
Job satisfaction was more frequently associated with achievement, recognition, 
characteristics of the work, responsibility, and advancement. These factors were 
all related to outcomes associated with the content of  the task being performed. 
Herzberg labeled these factors motivators because each was associated with strong 
effort and good performance. He hypothesized that motivators cause a person to 
move from a state of no satisfaction to satisfaction (see Figure 8–2). Therefore, 
Herzberg’s theory predicts managers can motivate individuals by incorporating 
“motivators” into an individual’s job. 

Herzberg found job dissatisfaction to be associated primarily with factors 
in the work context or environment. Specifically, company policy and adminis-
tration, technical supervision, salary, interpersonal relations with one’s super-
visor, and working conditions were most frequently mentioned by employees 
expressing job dissatisfaction. Herzberg labeled this second cluster of  factors
hygiene  factors. He further proposed that they were not motivational. At best, 
according to Herzberg’s interpretation, an individual will experience no job dis-
satisfaction when he or she has no grievances about hygiene factors (refer to 
Figure 8–2). Research reveals that pay is one of  the most important contribu-
tors to dissatisfaction, and employees are more likely to quit when faced with 
poor hygiene factors.20 
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The key to adequately understanding Herzberg’s motivator–hygiene theory is 
recognizing that he believes that satisfaction is not the opposite of dissatisfaction. 
Herzberg concludes that “the opposite of job satisfaction is not job dissatis faction, 
but rather no job satisfaction; and similarly, the opposite of job dissatisfaction is 
not job satisfaction, but no dissatisfaction.”21 Herzberg thus asserts that the 
 dissatisfaction–satisfaction continuum contains a zero midpoint at which dissatis-
faction and satisfaction are absent. Conceivably, an organization member who has 
good supervision, pay, and working conditions but a tedious and unchallenging 
task with little chance of advancement would be at the zero midpoint. That person 
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Figure 8–2 Herzberg’s Motivator–Hygiene Model

SOURCE: Adapted in part from D A Whitsett and E K Winslow, “An Analysis of Studies Critical of the 

Motivator–Hygiene Theory,” Personnel Psychology, Winter 1967, pp 391–415.
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would have no dissatisfaction (because of good hygiene factors) and no satisfac-
tion (because of a lack of motivators).

Herzberg’s theory has generated a great deal of  research and controversy.22 
Research does not support the two-factor aspect of  his theory nor the proposi-
tion that hygiene factors are unrelated to job satisfaction. Just the same, there 
are two key implications associated with this theory. First, managers are encour-
aged to pay attention to hygiene factors and motivators because they both are 
related to employees’ job satisfaction. This is precisely what Grant Lundberg, 
CEO of  Wehah Farms Inc., is doing to maintain employee motivation and sat-
isfaction.  Second, recognizing good performance is important, particularly in a 
down economy when raises are sparse. It is important to recognize behaviors and 
results that are linked to the organization’s goals. Managers also should be careful 
that they don’t recognize too frequently or infrequently. Recognition should be 
earned, not a given.23  

The  company shows employees that they’re valued in many ways, including an 

employee garden where they grow fruits and vegetables, an annual bonus tied to 

company performance, and an extensive wellness program. The company also works 

to make sure all employees have ample opportunities to move into management 

positions and provide input. The “Above and Beyond” program gives $200 cash 

prizes each month to employees who suggest ideas that are implemented or who 

do something exceptional. (One employee won for helping a choking colleague.) 

And, once a month, Mr. Lundberg hosts a “Meet the CEO” event where a small 

group of seven or eight employees chat with him to provide feedback and discuss 

any concerns.24  

Process Theories of Motivation
 Earlier in the chapter we discussed the difference between content theories of mo-
tivation, which focus on the impact of internal factors on motivation, and process 
theories. Process theories go one step further in explaining motivation by identi-
fying the process by which various internal factors influence motivation. These 
models also are cognitive in nature. That is, they are based on the premise that 
motivation is a function of employees’ perceptions, thoughts, and beliefs. We now 
explore the three most common process theories of motivation: equity theory, 
expectancy theory, and goal-setting theory.

Adams’s Equity Theory of Motivation
 Defined generally, equity theory is a model of motivation that explains how people 
strive for fairness and justice in social exchanges or give-and-take relationships. 
As a process theory of motivation, equity theory explains how an individual’s 
motivation to behave in a certain way is fueled by feelings of inequity or a lack 
of justice. For example, contractor Rajendrasinh Babubhai Makwana was pow-
erfully motivated to seek revenge against Fannie Mae after he was fired (see the 
Real World/Real People feature on page 219). Experts believe that this type of 
motivated vengeance is likely to increase as companies lay off  more employees.25 
Psychologist J Stacy Adams pioneered application of the equity principle to the 

to the point
What is the 
difference 
between a 
content and 
a process 
 theory of 
motivation?

LO.3to the point
How does the 
concept of 
organizational 
justice expand 
Adam’s the-
ory of equity 
and what are 
the practi-
cal lessons 
derived from 
equity theory?

Equity theory

Holds that 
motivation is a 

function of fairness 
in social exchanges.



219

workplace. Central to understanding Adams’s equity theory of motivation is an 
awareness of key components of the individual–organization exchange relation-
ship. This relationship is pivotal in the formation of employees’ perceptions of 
equity and inequity.

 The Individual–Organization Exchange 
Relationship
Adams points out that two primary components are involved in the employee–
employer exchange, inputs and outcomes. An employee’s inputs, for which he or 
she expects a just return, include education/training, skills, creativity, seniority, 
age, personality traits, effort expended, and personal appearance. On the outcome 
side of the exchange, the organization provides such things as pay/bonuses, fringe 
benefits, challenging assignments, job security, promotions, status symbols, and 
participation in important decisions.

Negative and Positive Inequity
On the job, feelings of inequity revolve around a person’s evaluation of whether 
he or she receives adequate rewards to compensate for his or her contributive in-
puts. People perform these evaluations by comparing the perceived fairness of 
their employment exchange to that of relevant others.26 This comparative process, 
which is based on an equity norm, was found to vary across countries.27 People 
tend to compare themselves to other individuals with whom they have close 
 interpersonalties—such as friends—or to similar others—such as people perform-
ing the same job or individuals of the same gender or educational level—rather 
than dissimilar others. For example, do you consider the average CEO in the 
United States a relevant comparison person to yourself ? If  not, then you should 
not feel inequity because the average CEO earns about 344 times what the average 
worker is paid. In contrast, a CEO in Japan may feel inequity in light of knowing 
that the average salary of CEOs at Japan’s 100 largest companies was $1.5 million, 
compared with $13.3 million for big firms in the United States.28
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Figure 8–3 Negative and Positive Inequity

Three different equity relationships are illustrated in Figure 8–3: equity, nega-
tive inequity, and positive inequity.  Assume the two people in each of the equity 
relationships in Figure 8–3 have equivalent backgrounds (equal education, senior-
ity, and so forth) and perform identical tasks. Only their hourly pay rates differ. 
Equity exists for an individual when his or her ratio of perceived outcomes to in-
puts is equal to the ratio of outcomes to inputs for a relevant coworker (part A in 
Figure 8–3). Because equity is based on comparing ratios of  outcomes to  inputs, 
inequity will not necessarily be perceived just because someone else receives greater 
rewards. If  the other person’s additional outcomes are due to his or her greater in-
puts, a sense of equity may still exist. However, if  the comparison person enjoys 
greater outcomes for similar inputs, negative inequity will be perceived (part B 
in Figure 8–3). On the other hand, a person will experience positive inequity when 
his or her outcome to input ratio is greater than that of a relevant coworker 
(part C in Figure 8–3). Interestingly, the current economy is creating a lot of posi-
tive inequity for layoff survivors like Jeff  Jacobs.

 Last August, on the eve of a planned trip to cover the 2008 Olympic Games in China, 

Jeff Jacobs, sports columnist for The Hartford Courant, found himself with mixed feelings. 

Excitement about the plum assignment was tempered by nagging anxiety: In the past 

month, 25 percent of the news staff at Connecticut’s largest daily had been laid off or 

offered buyouts, a result of sagging ad sales. “I’m so riddled with guilt and anxiety,” Jacobs 

wrote in his column before making the trip. “One-fourth of the friends, colleagues, 
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journalists I have admired are gone. One-fourth of my soul is gone. In its place is survi-

vor’s guilt. The trip of a lifetime suddenly feels like the regret of a lifetime.”29

Dynamics of Perceived Inequity
Managers can derive practical benefits from Adams’s equity theory by recogniz-
ing that (1) people have varying sensitivities to perceived equity and inequity and 
(2) inequity can be reduced in a variety of ways.

Thresholds of Equity and Inequity Have you ever noticed that some 
people become very upset over the slightest inequity whereas others are not both-
ered at all? Research has shown that people respond differently to the same level of 
inequity due to an individual difference called equity sensitivity. Equity  sensitivity 

reflects an individual’s “different preferences for, tolerances for, and reactions to 
the level of equity associated with any given situation.”30 Equity sensitivity spans 
a continuum ranging from benevolents to sensitives to entitleds.

Benevolents are people who have a higher tolerance for negative inequity. They 
are altruistic in the sense that they prefer their outcome/input ratio to be lower 
than ratios from comparison others. In contrast, equity sensitives are described as 
individuals who adhere to a strict norm of reciprocity and are quickly motivated 
to resolve both negative and positive inequity. Finally, entitleds have no tolerance 
for negative inequity. They actually expect to obtain greater output/input ratios 
than comparison others and become upset when this is not the case.31

Reducing Inequity Equity ratios can be changed by attempting to alter 
one’s outcomes or adjusting one’s inputs. For example, negative inequity might be 
resolved by asking for a raise or a promotion (i.e., raising outputs) or by reduc-
ing inputs (i.e., working fewer hours or exerting less effort). It also is important 
to note that equity can be restored by altering one’s equity ratios behaviorally or 
cognitively, or both. A cognitive strategy entails psychologically distorting percep-
tions of one’s own or one’s comparison person’s outcomes and inputs (e.g., con-
clude that comparison other has more experience or works harder).

Expanding the Concept of Equity: 
Organizational Justice

Beginning in the late 1970s, researchers began to expand the role of equity theory 
in explaining employee attitudes and behavior. This led to a domain of  research 
called organizational justice. Organizational justice reflects the extent to which 
people perceive that they are treated fairly at work. This, in turn, led to the identifi-
cation of three different components of organizational justice: distributive, proce-
dural, and interactional.32 Distributive justice reflects the perceived fairness of how 
resources and rewards are distributed or allocated. Procedural justice is defined 
as the perceived fairness of the process and procedures used to make allocation 
decisions. Research shows that positive perceptions of distributive and procedural 
justice are enhanced by giving employees a “voice” in decisions that affect them. 
Voice represents the extent to which employees who are affected by a decision can 
present relevant information about the decision to others. Voice is analogous to 
asking employees for their input into the decision-making process.
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The last justice component, interactional justice, relates to the “quality of 
the interpersonal treatment people receive when procedures are implemented.”33 
This form of justice does not pertain to the outcomes or procedures associated 
with decision making, but rather it focuses on whether or not people feel they 
are treated fairly when decisions are implemented. Fair interpersonal treatment 
 necessitates that managers communicate truthfully and treat people with cour-
tesy and respect. 

Many studies of  organizational justice have been conducted over the last 
two decades. Fortunately, four meta-analyses of  more than 200 studies help 
summarize what has been learned from this research.34 The following trends 
were uncovered: (1) job performance was positively associated with both dis-
tributive and procedural justice, but procedural justice was the best predictor 
of  this outcome; (2) all three forms of  justice were positively correlated with 
job satisfaction, organizational commitment, organizational citizenship behav-
iors, and employees’ trust, and negatively with employees’ withdrawal cognitions 
and turnover; (3) distributive and procedural injustice were negatively related to 
negative emotions such as anger; and all three forms of  justice were negatively 
associated with aggressive behavior at work.35 These results suggest a host of 
practical lessons for managers.

Practical Lessons from Equity Theory
Equity theory has at least six important practical implications. First, research on 
equity theory emphasizes the need for managers to pay attention to employees’ 
perceptions of what is fair and equitable. No matter how fair management thinks 
the organization’s policies, procedures, and reward system are, each employee’s 

perception of  the equity of those factors is what counts. For ex-
ample, a nationwide study of 3,000 US workers revealed that 39% 
felt underpaid and only 37% reported feeling valued by their em-
ployer.36 Managers thus are encouraged to make hiring decisions on 
merit-based, job-related information, and to make more attempts 
at providing positive recognition about employee behavior and per-
formance. Moreover, because justice perceptions are influenced by 
the extent to which managers explain their decisions, managers are 
encouraged to explain the rationale behind their decisions. 

Second, managers benefit by allowing employees to participate 
in making decisions about important work outcomes. In general, em-
ployees’ perceptions of procedural justice are enhanced when they 
have a voice in the decision-making process.37 Managers are encour-
aged to seek employee input on organizational changes that are likely 
to impact the workforce. For instance, managers at Shell Refining 
decided to ask top-performing supervisors at its Port Arthur, Texas, 
refinery for input on how to improve plant performance. The result 
of this action was higher employee morale and a 30% reduction in 
unplanned maintenance repairs.38 

Third, employees should be given the opportunity to appeal 
decisions that affect their welfare. Being able to appeal a decision 
fosters perceptions of distributive and procedural justice. Fourth, 
managers can promote cooperation and teamwork among group 
members by treating them equitably. Research reveals that people 
are just as concerned with fairness in group settings as they are with 
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their own personal interests.39 Fifth, employees’ perceptions of justice are strongly 
influenced by the leadership behavior exhibited by their managers (leadership is 
discussed in Chapter 16).40 It thus is important for managers to consider the justice-
related implications of their decisions, actions, and public communications. 
Consider the decisions made by FedEX CEO Frederick Smith.  

FedEx has  undergone layoffs, but it has also cut pay, and the higher you go in the com-

pany, the greater the percentage cut. That saves jobs and helps stabilize the company. 

“All of our management compensation is heavily related to the performance of the 

company,” says founder and CEO Fred Smith. “At the first-line management level it’s 

maybe 15% or 20%. At my level it’s 90%. So obviously, as the economy has gotten 

weaker, a lot of that expense has simply gone away.” On top of those automatic ad-

justments, FedEx also announced in December that it was cutting the pay of salaried 

employees by 5% this year. Smith cut his own pay 20%.41 

Finally, managers need to pay attention to the organization’s climate for 
justice. For example, an organization’s climate for justice was found to signifi-
cantly influence employees’ organizational commitment and job satisfaction.42 
Researchers also believe a climate of justice can significantly influence the type 
of customer service provided by employees. In turn, this level of service is likely 
to influence customers’ perceptions of “fair service” and their subsequent loyalty 
and satisfaction.43

Managers can attempt to follow these practical implications by monitoring eq-
uity and justice perceptions through informal conversations, interviews, or attitude 
surveys. Researchers have developed and validated a host of surveys that can be used 
for this purpose.

go to the Web for the Self-Exercise: Measuring Perceived Fair 
Interpersonal Treatment

Vroom’s Expectancy Theory 
Expectancy theory holds that people are motivated to behave in ways that produce 
desired combinations of expected outcomes. Generally, expectancy theory can be 
used to predict motivation and behavior in any situation in which a choice  between 
two or more alternatives must be made. For instance, it can be used to predict 
whether to quit or stay at a job; whether to exert substantial or minimal effort at 
a task; and whether to major in management, finance, marketing, psychology, or 
communication.

Victor Vroom formulated a mathematical model of expectancy in his 1964 
book Work and Motivation.44 Vroom’s theory has been summarized as follows:

The strength of a tendency to act in a certain way depends on the strength of an 

expectancy that the act will be followed by a given consequence (or outcome) and on 

the value or attractiveness of that consequence (or outcome) to the actor.45

Motivation, according to Vroom, boils down to the decision of how much 
effort to exert in a specific task situation. This choice is based on a two-stage se-
quence of expectations (effort→performance and performance→outcome).  First, 
motivation is affected by an individual’s expectation that a certain level of effort 
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will produce the intended performance goal. For example, if  you do not believe 
increasing the amount of time you spend studying will significantly raise your 
grade on an exam, you probably will not study any harder than usual. Motivation 
also is influenced by the employee’s perceived chances of getting various outcomes 
as a result of accomplishing his or her performance goal. Finally, individuals are 
motivated to the extent that they value the outcomes received.

Vroom used a mathematical equation to integrate the above concepts into a 
predictive model of motivational force or strength. For our purposes, however, it 
is sufficient to define and explain the three key concepts within Vroom’s model—
expectancy, instrumentality, and valence.

Expectancy
An expectancy, according to Vroom’s terminology, represents an individual’s be-
lief  that a particular degree of effort will be followed by a particular level of per-
formance. In other words, it is an effort→performance expectation. Expectancies 
take the form of subjective probabilities. As you may recall from a course in sta-
tistics, probabilities range from 0 to 1. An expectancy of 0 indicates effort has no 
anticipated impact on performance.

For example, suppose you have not memorized the keys on a keyboard. No 
matter how much effort you exert, your perceived probability of typing 30 error-
free words per minute likely would be 0. An expectancy of 1 suggests that perfor-
mance is totally dependent on effort. If  you decided to memorize the letters on a 
keyboard as well as practice a couple of hours a day for a few weeks (high effort), 
you should be able to type 30 words per minute without any errors. In contrast, if  
you do not memorize the letters on a keyboard and only practice an hour or two 
per week (low effort), there is a very low probability (say, a 20% chance) of being 
able to type 30 words per minute without any errors.

The following factors influence an employee’s expectancy perceptions:

 Self-esteem.• 

 Self-efficacy (recall the discussion in Chapter 5).• 

 Previous success at the task.• 

 Help received from a supervisor and subordinates.• 

 Information necessary to complete the task.• 

 Good materials and equipment to work with.• 46

Instrumentality
An instrumentality is a performance→outcome perception. It represents a person’s 
belief that a particular outcome is contingent on accomplishing a specific level of 
performance. Performance is  instrumental when it leads to something else. For ex-
ample, passing exams is instrumental to graduating from  college.

Instrumentalities range from −1.0 to 1.0. An instrumentality of  1.0 indicates 
attainment of  a particular outcome is totally dependent on task performance. An 
instrumentality of  0 indicates there is no relationship between performance and 
outcome. For example, most companies link the number of  vacation days to se-
niority, not job performance. Finally, an instrumentality of  −1.0 reveals that high 
performance reduces the chance of  obtaining an outcome while low performance 
increases the chance. For example, the more time you spend studying to get an A 
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on an exam (high performance), the less time you 
will have for enjoying leisure activities. Similarly, 
as you lower the amount of  time spent studying 
(low performance), you increase the amount of 
time that may be devoted to leisure activities.

The concept of instrumentality is illustrated 
by the pay practices being used at Aflac (see the 
Real World/Real People feature on page 226). 
Aflac’s profit-sharing plan makes an individual’s 
bonus instrumental on the company’s overall 
 performance. 

Valence
As Vroom used the term, valence refers to the pos-
itive or negative value people place on outcomes. 
Valence mirrors our personal preferences. For 
example, most employees have a positive valence 
for receiving additional money or recognition. In 
contrast, job stress and being laid off  would likely 
result in negative valence for most individuals. In 
Vroom’s expectancy model, outcomes refer to dif-
ferent consequences that are contingent on perfor-
mance, such as pay, promotions, or recognition. 
An outcome’s valence depends on an individual’s 
needs and can be measured for research purposes 
with scales ranging from a negative value to a positive value. For example, an indi-
vidual’s valence toward more recognition can be assessed on a scale ranging from 
−2 (very undesirable) to 0 (neutral) to +2 (very desirable).

Vroom’s Expectancy Theory in Action
Vroom’s expectancy model of motivation can be used to analyze a real-life motiva-
tion program. Consider the following performance problem described by Frederick 
W Smith, founder and chief executive officer of Federal Express Corporation:

[W]e were having a helluva problem keeping things running on time.  The airplanes 

would come in and everything would get backed up. We tried every kind of control 

mechanism that you could think of, and none of them worked. Finally, it became obvious 

that the underlying problem was that it was in the interest of the employees at the cargo 

terminal—they were college kids, mostly—to run late, because it meant that they made 

more money. So what we did was give them all a minimum guarantee and say, “Look, if 

you get through before a certain time, just go home, and you will have beat the system.” 

Well, it was unbelievable. I mean, in the space of about 45 days, the place was way ahead 

of schedule. And I don’t even think it was a conscious thing on their part.47

How did Federal Express get its college-age cargo handlers to switch from low 
effort to high effort? According to Vroom’s model, the student workers originally ex-
erted low effort because they were paid on the basis of time, not output. It was in their 
best interest to work slowly and accumulate as many hours as possible. By offering to 
let the student workers go home early if and when they completed their assigned duties, 
Federal Express prompted high effort. This new arrangement created two positively 

Valence

The value of a 
reward or outcome.

SOURCE: FARCUS® is reprinted with permission from 

LaughingStock Licensing Inc., Ottawa, Canada. All rights reserved.
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valued outcomes: guaranteed pay plus the opportunity to leave early. The motivation 
to exert high effort became greater than the motivation to exert low effort.

Judging from the impressive results, the student workers had both high 
effort→ performance expectancies and positive performance→outcome instru-
mentalities. Moreover, the guaranteed pay and early departure opportunity 
 evidently had strongly positive valences for the student workers.

Research on Expectancy Theory 
and Managerial Implications
Many researchers have tested expectancy theory. In support of the theory, a meta-
analysis of 77 studies indicated that expectancy theory significantly predicted 
performance, effort, intentions, preferences, and choice.48 Another summary of 
16 studies revealed that expectancy theory correctly predicted occupational or or-
ganizational choice 63.4% of the time; this was significantly better than chance 
predictions.49 All told, there is widespread agreement that behavior and attitudes 
are influenced when organizations link rewards to targeted behaviors.50 This rela-
tionship is discussed in more detail in Chapter 9.

Nonetheless, expectancy theory has been criticized for a variety of reasons. 
For example, the theory is difficult to test, and the measures used to assess ex-
pectancy, instrumentality, and valence have questionable validity.51 In the final 
analysis, however, expectancy theory has important practical implications for in-
dividual managers and organizations as a whole (see Table 8–2). 

Managers are advised to enhance effort→performance expectancies by help-
ing employees accomplish their performance goals. Managers can do this by pro-
viding support and coaching and by increasing employees’ self-efficacy. It also is 
important for managers to influence employees’ instrumentalities and to monitor 
valences for various rewards. 

In summary, there is no one best type of reward. Individual differences and 
need theories tell us that people are motivated by different rewards. Managers 
should therefore focus on linking employee performance to valued rewards re-
gardless of the type of reward used to enhance motivation. For example, trucking 
company J A Frate Inc. uses a variety of rewards to motivate its truck drivers. 

Dan Amos, CEO of Aflac, the insurer based in Columbus, 

GA, says the best way to promote loyalty and team-

work is to link all staff pay to the company’s perfor-

mance, to varying degrees. The company is expected 

at its annual meeting next Monday to become the first 

US public company to give investors a vote on top 

officers’ pay packages.

 When he took charge 16 years ago, Mr. Amos 

replaced the company’s traditional Christmas bonus 

with a profit-sharing one for all employees, from call-

center personnel to top executives. In 2007, Aflac’s 

4,500 US employees received an average of 6.7% of 

their annual salaries in bonuses. “We want everyone 

participating in making the company better and every-

one benefiting when it does,” says Mr. Amos, who 

received $4.1 million in salary, bonus, and other com-

pensation last year and was granted restricted stock 

and stock options valued at $8.4 million.

Do you like Aflac’s approach to paying  bonuses? 
Explain.

SOURCE: Excerpted from C Hymowitz, “Pay Gap Fuels Worker 

Woes,” The Wall Street Journal, April 2008, p B8.

 Aflac Uses the Principles of Expectancy Theory

REAL WORLD | real people 



 Chapter Eight   Foundations of Motivation 227

“Each month the company’s Driver Recognition Committee selects ‘Drivers of 
the Month’ and usually divvies $200 in Wal-Mart gift certificates among them. 
The recognition is based on a point system where drivers can be docked points 
for issues such as damaged freight, tardiness, or sloppy log books. Each year, one 
driver is designated ‘Driver of the Year’ and wins a large prize. . . . Employees are 
also encouraged to suggest changes, with the top three suggestion makers each 
quarter winning $100, $50, and $25, respectively.”52 

Table 8–2 Managerial and Organizational Implications of Expectancy Theory

IMPLICATIONS FOR MANAGERS IMPLICATIONS FOR ORGANIZATIONS

Determine the outcomes employees 

 value.

Reward people for desired 

  performance; and do not keep pay 

decisions secret.

Identify good performance so appropriate 

 behaviors can be rewarded.

Design challenging jobs.

Make sure employees can achieve 

 targeted performance levels.

Tie some rewards to group 

  accomplishments to build teamwork 

and encourage cooperation.

Link desired outcomes to targeted 

 levels of performance.

Reward managers for creating, 

  monitoring, and maintaining 

expectancies, instrumentalities, and 

outcomes that lead to high effort and 

goal attainment.

Make sure changes in outcomes are 

 large enough to motivate high effort .

Monitor employee motivation 

  through interviews or anonymous 

questionnaires.

Monitor the reward system for 

 inequities.

Accommodate individual differences by 

  building flexibility into the motivation 

program.

go to the Web for the Self-Exercise: What Outcomes Motivate 
Employees?

Motivation through Goal Setting
 Regardless of the nature of their specific achievements, successful people tend to 
have one thing in common. Their lives are goal oriented. Consider Mike Proulx, for 
example. “When Mike Proulx was bagging groceries as a teenager in the 1960s, he 
decided he would become president of Bashas. [Bashas is a privately held  grocery 
chain in Arizona with over 150 stores.] That’s the job he has now held for three 
years. . . . When I was 18 I made a series of goals that included by age such and such 
I would be a store manager, and by a certain age, I was going to be district manager 
and then vice president and then president.”53 As a process model of motivation, 

LO.7
to the point
What is the 
process 
by which 
goals affect 
employee 
performance 
and what are 
the practical 
lessons from 
goal-setting 
research?
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goal-setting theory explains how the simple behavior of setting goals activates a 
powerful motivational process that leads to sustained, high performance. This sec-
tion explores the theory and research pertaining to goal setting, and Chapter 9 
continues the discussion by focusing on the practical application of goal setting.

Goals: Definition and Background
Edwin Locke, a leading authority on goal setting, and his colleagues define a
goal as “what an individual is trying to accomplish; it is the object or aim of 
an action.”54 The motivational effect of performance goals and goal-based re-
ward plans has been recognized for a long time. At the turn of the 20th century, 
Frederick Taylor attempted to scientifically establish how much work of a speci-
fied quality an individual should be assigned each day. He proposed that bonuses 
be based on accomplishing those output standards: Taylor’s theory is discussed 
in the next section of this chapter. More recently, goal setting has been promoted 
through a widely used management technique called management by objectives 
(MBO). The application of MBO is outlined in Chapter 9.

How Does Goal Setting Work?
Despite abundant goal-setting research and practice, goal-setting theories are sur-
prisingly scarce. An instructive model was formulated by Locke and his associates. 
According to Locke’s model, goal setting has four motivational mechanisms.

Goals Direct Attention Goals direct one’s attention and effort toward goal-
relevant activities and away from goal-irrelevant activities. If, for example, you have 
a term project due in a few days, your thoughts and actions tend to revolve around 
completing that project. For example, both Mitsubishi and Emory University used 
the power of goals to direct their organizations toward the pursuit of sustainability 
initiatives (see the Real World/Real People feature on page 229).55

Goals Regulate Effort Not only do goals make us selectively perceptive, 
they also motivate us to act. The instructor’s deadline for turning in your term 
project would prompt you to complete it, as opposed to going out with friends, 
watching television, or studying for another course. Generally, the level of effort 
expended is proportionate to the difficulty of the goal.  

Goals Increase Persistence Within the context of goal setting,  persistence 
represents the effort expended on a task over an extended period of time: It takes 
effort to run 100 meters; it takes persistence to run a 26-mile marathon. Persistent 
people tend to see obstacles as challenges to be overcome rather than as reasons 
to fail. A difficult goal that is important to an individual is a constant reminder 
to keep exerting effort in the appropriate direction. This is a fundamental reason 
why investors are keenly interested in the goals executives must meet in order to 
earn incentives such as stock grants and bonuses. In today’s highly competitive 
marketplace, companies are linking a growing share of executives’ pay to profits 
and share price. Executives know that investors are watching to see whether they 
meet the targets and won’t hesitate to push for their ouster if  they fail to deliver.56 
Therefore, says Ira Kay, a director of the consulting firm Watson Wyatt, “Setting 
sufficiently challenging performance goals and appropriate corporate performance 
metrics is an extremely important part of the executive pay process.”57 Similarly, 

Goal

What an individual 
is trying to 
accomplish.
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in the world of sports, after Irish golfer Padraig Harrington won the 
British Open, he announced that his goal was to win more major ti-
tles, saying, “You have to have goals to keep you moving forward. If  
your goal is to win one major, then that would be it. I am definitely 
focused on winning more than one.”58 

Goals Foster the Development and Application of Task 
Strategies and Action Plans If you are here and your goal is 
out there somewhere, you face the problem of getting from here to there. 
For example, think about the challenge of starting a business. Do you 
want to earn profits, grow larger, or make the world a better place? To 
get there, you have to make a tremendous number of decisions and com-
plete a myriad of tasks. Goals can help because they encourage people 
to develop strategies and action plans that enable them to achieve their 
goals. A series of studies conducted in South Africa, Zimbabwe, and 
Namibia found that small businesses were more likely to grow and suc-
ceed if their owners engaged in “elaborate and proactive planning.”59 

Practical Lessons from Goal-Setting Research
Research consistently has supported goal setting as a motivational technique. 
Setting performance goals increases individual, group, and organizational perfor-
mance. Further, the positive effects of goal setting were found in six other countries 
or regions: Australia, Canada, the Caribbean, England, West Germany, and Japan. 
Goal setting works in different cultures. Reviews of the many goal-setting studies 
conducted over the past few decades have given managers five practical insights:

1. Specific high goals lead to greater performance. Goal specificity pertains to 

the quantifiability of  a goal. For example, a goal of  selling nine cars a month 

Goal specificity

Quantifiability 
of a goal.

Because sustainability officers are a fairly new breed, 

setting and prioritizing goals can be overwhelming. 

Most companies have already begun some green initia-

tives, so the first step is to look at what has already 

been accomplished and what else needs attention. 

Mitsubishi started with a corporate social responsi-

bility survey to look at the activities it was already 

doing so its CSO could determine which areas needed 

special attention. The idea was to take a fresh look at 

the impact that climate change, resource depletion, 

and oil and gas prices were having on the business 

and see these issues as business risks—not just from a 

compliance standpoint, but also from a strategic plan-

ning standpoint. 

 Emory University looked at what it could do quick-

ly without much effort to jump-start its goal setting. 

School leaders also decided that before they talked 

about going beyond mere compliance in environmental 

health and safety, they needed to make sure they were 

absolutely compliant with current regulations. The 

Emory team also listed some purely aspirational goals, 

such as reducing energy consumption by 25 percent 

and having 75 percent local or sustainable foods in 

their hospitals and cafeterias by 2015. Team members 

weren’t sure how they were going to reach the energy 

reduction goal when they set it, but since have found 

ways to accomplish it.

Why would it be hard to set sustainability 
goals? Explain.

SOURCE: From N H Woodward, “New Breed of Human 

Resource Leader,” HR Magazine, June 2008, p 56. Copyright 2008 

by Society for Human Resource Management (SHRM). Reproduced 

with permission of Society for Human Resource Management via 

Copyright Clearance Center.

Mitsubishi and Emory University Attempt to Set Sustainability Goals

REAL WORLD | real people

Irish golfer, Padraig Harrington, won 

the PGA Championship in 2008.
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is more specific than telling a salesperson to do his or her best. Results from 

more than 1,000 studies entailing over 88 different tasks and 40,000 people 

demonstrated that performance was greater when people had specific high 

goals.60

 2. Feedback enhances the effect of specific, difficult goals. Feedback plays a key role 

in all of our lives. Feedback lets people know if  they are headed toward their 

goals or if  they are off  course and need to redirect their efforts. Goals plus feed-

back is the recommended approach.61 Goals inform people about performance 

standards and expectations so that they can channel their energies accordingly. 

In turn, feedback provides the information needed to adjust direction, effort, 

and strategies for goal accomplishment.

 3. Participative goals, assigned goals, and self-set goals are equally effective. Both 

managers and researchers are interested in identifying the best way to set goals. 

Should goals be participatively set, assigned, or set by the employee him or her-

self ? A summary of goal-setting research indicated that no single approach was 

consistently more effective than others in increasing performance.62 Managers 

are advised to use a contingency approach by picking a method that seems best 

suited for the individual and situation at hand.

 Action planning facilitates goal accomplishment.4.  An  action plan outlines the 

activities or tasks that need to be accomplished in order to obtain a goal. 

They can also include dates associated with completing each task, resources 

needed, and obstacles that must be overcome. Managers can use action plans 

as a vehicle to have performance discussions with employees, and employees 

can use them to monitor progress toward goal achievement. An action plan 

also serves as a cue to remind us of  what we should be working on, which in 

turn was found to lead to goal-relevant behavior and success.63 Finally, man-

agers are encouraged to allow employees to develop their own action plans 

because this autonomy fuels higher goal commitment and a sense of  doing 

meaningful work.64  

 5. Goal commitment and monetary incentives affect goal-setting outcomes. Goal 

commitment is the extent to which an individual is personally committed to 

achieving a goal. In general, an individual is expected to persist in attempts 

to accomplish a goal when he or she is committed to it. Researchers believe 

that goal commitment moderates the relationship between the difficulty of  a 

goal and performance. That is, difficult goals lead to higher performance only 

when employees are committed to their goals. Conversely, difficult goals are 

hypothesized to lead to lower performance when people are not committed to 

their goals. A meta-analysis of  21 studies based on 2,360 people supported these 

predictions.65 It also is important to note that people are more likely to commit 

to high goals when they have high  self-efficacy about successfully accomplishing 

their goals.

Like goal setting, the use of monetary incentives to motivate employees is sel-
dom questioned. Unfortunately, research uncovered some negative consequences 
when goal achievement is linked to individual incentives. Empirical studies dem-
onstrated that goal-based bonus incentives produced higher commitment to easy 
goals and lower commitment to difficult goals. People were reluctant to commit to 
high goals that were tied to monetary incentives. People with high goal commit-
ment also offered less help to their coworkers when they received goal-based bonus 
incentives to accomplish difficult individual goals. Individuals also neglected as-
pects of the job that were not covered in the performance goals.66

Action plan

Activities or tasks 
to be accomplished 

to obtain a goal.

Goal 
commitment

Amount of 
commitment to 
achieving a goal.
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These findings underscore some of the dangers of using goal-based incentives, 
particularly for employees in complex, interdependent jobs requiring cooperation. 
Managers need to consider the advantages, disadvantages, and dilemmas of goal-
based incentives prior to implementation.

Motivating Employees through 
Job Design

 Job design is used when a manager suspects that the type of  work an employee 
performs or characteristics of  the work environment are causing motivational 
problems. Job design, also referred to as job redesign, “refers to any set of  activi-
ties that involve the alteration of  specific jobs or interdependent systems of  jobs 
with the intent of  improving the quality of  employee job experience and their on-
the-job productivity.”67 A team of researchers examined the various methods for 
conducting job design and integrated them into an interdisciplinary framework 
that contains four major approaches: mechanistic, motivational, biological, and 
perceptual-motor.68 As you will learn, each approach to job design emphasizes 
different outcomes. This section discusses these four approaches to job design 
and focuses most heavily on the motivational methods.

The Mechanistic Approach
The mechanistic approach draws from research in industrial engineering and scien-
tific management and is most heavily influenced by the work of Frederick Taylor. 
Taylor, a mechanical engineer, developed the principles of scientific management 
while working at both Midvale Steel Works and Bethlehem Steel in Pennsylvania. 
He observed very little cooperation between management and workers and found 
that employees were underachieving by engaging in output restriction, which Taylor 
called “systematic soldiering.” Taylor’s interest in scientific management grew from 
his desire to improve upon this situation.

Scientific management is “that kind of management which conducts a busi-
ness or affairs by standards established by facts or truths gained through system-
atic observation, experiment, or reasoning.”69 Taylor’s approach focused on using 
research and experimentation to determine the most efficient way to perform jobs. 
The application of scientific management involves the following five steps: (1) de-
velop standard methods for performing jobs by using time and motion studies, 
(2) carefully select employees with the appropriate abilities, (3) train workers to 
use the standard methods and procedures, (4) support workers and reduce in-
terruptions, and (5) provide incentives to reinforce performance.70 Because jobs 
are highly specialized and standardized when they are designed according to the 
principles of scientific management, this approach to job design targets efficiency, 
flexibility, and employee productivity.

Designing jobs according to the principles of scientific management has both 
positive and negative consequences. Positively, employee efficiency and productiv-
ity are increased. On the other hand, research reveals that simplified, repetitive 
jobs also lead to job dissatisfaction, poor mental health, higher levels of stress, 
and low sense of accomplishment and personal growth.71 These negative conse-
quences paved the way for the motivational approach to job design.

LO.8 to the point
What are the 
similarities 
and dif-
ferences 
between the 
mechanistic, 
motivational, 
biological, and 
perceptual-
motor ap-
p roaches to 
job design?

Job design

Changing the 
content or process 
of a specific job 
to increase job 
satisfaction and 
performance.

Scientific 
management

Using research and 
experimentation 
to find the most 
efficient way to 
perform a job.
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Motivational Approaches
The motivational approaches to job design attempt to improve employees’ affective 
and attitudinal reactions such as job satisfaction and intrinsic motivation as well 
as a host of behavioral outcomes such as absenteeism, turnover, and performance. 
We discuss four key motivational techniques: job enlargement, job enrichment, 
job rotation, and a contingency approach called the job characteristics model.

Job Enlargement This technique was first used in the late 1940s in response 
to complaints about tedious and overspecialized jobs. Job enlargement involves 
putting more variety into a worker’s job by combining specialized tasks of com-
parable difficulty. Some call this horizontally loading the job. Researchers recom-
mend using job enlargement as part of a broader approach that uses multiple 
motivational methods because it does not have a significant and lasting positive 
effect on job performance by itself.72

Job Rotation As with job enlargement, job rotation’s purpose is to give 
employees greater variety in their work. Job rotation calls for moving employees 
from one specialized job to another. Rather than performing only one job, work-
ers are trained and given the opportunity to perform two or more separate jobs 
on a rotating basis. By rotating employees from job to job, managers believe they 
can stimulate interest and motivation while providing employees with a broader 
perspective of the organization. Tata Consultancy Services (TCS), for example, 
uses job rotation as a way to develop its workforce and provide employees with 
exposure to international operations (see the Real World/Real People feature on 
page 233).73 Other proposed advantages of job rotation include increased worker 
flexibility and easier scheduling because employees are cross-trained to perform 
different jobs. Organizations also use job rotation as a vehicle to place new em-
ployees into jobs of their choice. The idea is that turnover is reduced and perfor-
mance increases because people self-select their jobs.74 

Despite positive experiences from companies like TCS, it is not possible to 
draw firm conclusions about the value of job rotation programs because they have 
not been adequately researched. 

Job Enrichment Job enrichment is the practical application of Frederick 
Herzberg’s motivator–hygiene theory of  job satisfaction that we discussed ear-
lier in this chapter. Specifically, job enrichment entails modifying a job such 
that an employee has the opportunity to experience achievement, recognition, 
stimulating work, responsibility, and advancement. These characteristics are 
incorporated into a job through vertical loading. Rather than giving employees 
additional tasks of  similar difficulty (horizontal loading), vertical  loading con-
sists of  giving workers more responsibility. In other words, employees take on 

tasks normally performed by their supervisors.

The Job Characteristics Model Two OB researchers, J Richard Hackman 
and Greg Oldham, played a central role in developing the job characteristics ap-
proach. These researchers tried to determine how work can be structured so that 
employees are internally or intrinsically motivated. Intrinsic motivation  occurs when 
an individual is “turned on to one’s work because of the positive internal feelings 

Job enlargement
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India-based Tata Consultancy Services (TCS), a soft-

ware services and consulting company, considers job 

rotation a key strategy for developing its workforce 

and delivering added value to customers. The overseas 

program sends employees native to India to contribute 

to TCS operations in countries such as China, Hungary, 

and South America, among others. With offices in 

42 countries globally and customers spread throughout 

the world, the ability to send skilled workers overseas 

is a must. But it also helps TCS provide  better service 

since it draws on the strength of its entire workforce, 

rather than simply relying on whatever talent can be 

found in the office located closest to the customer. “It 

gives us the opportunity to offer a value proposition 

to our customers from the point of view of quality and 

knowledge,” says Ajoy Mukherjee, vice president, head, 

global human resources.

 Overseas assignments at TCS usually span 18 to 

24 months, with employees learning both from their 

work with the customer, as well as from fellow TCS 

employees who are based permanently at that loca-

tion. When the employee returns to India, he or she 

usually will continue working on the same kind of proj-

ects that were worked on abroad, thereby transferring 

the knowledge gained overseas to the home office. 

“The rotation is essential in building the competency 

of our people,” says Mukherjee. “They were able to go 

onsite and meet face-to-face with our customers, and 

see how things work in another country.” In addition 

to enhancing technical skills, the international people 

skills of those on overseas assignments are boosted. 

Why would this rotation program increase 
employee satisfaction and performance?

SOURCE: Excerpted from M Weinstein, “Foreign but Familiar,” 

Training, January 2009, p 22. Used with permission of Nielsen 

Business Media, Inc.

Tata Consultancy Services Uses Job Rotation

REAL WORLD | real people

that are generated by doing well, rather than being dependent on external factors 
(such as incentive pay or compliments from the boss) for the motivation to work 
effectively.”75 These positive feelings power a self-perpetuating cycle of motivation. 
As shown in Figure 8–4, internal work motivation is determined by three psycho-
logical states.  In turn, these psychological states are fostered by the presence of 
five core job dimensions. The object of this approach is to promote high intrinsic 
motivation by designing jobs that possess the five core job characteristics shown in 
Figure 8–4. Let us examine the core job dimensions.

In general terms, core job dimensions are common characteristics found to a 
varying degree in all jobs. Three of the job characteristics shown in Figure 8–4 
combine to determine experienced meaningfulness of work:

• Skill variety. The extent to which the job requires an individual to perform a 
variety of tasks that require him or her to use different skills and abilities.

• Task identity. The extent to which the job requires an individual to perform 
a whole or completely identifiable piece of work. In other words, task iden-
tity is high when a person works on a product or project from beginning to 
end and sees a tangible result.

• Task significance. The extent to which the job affects the lives of other 
people within or outside the organization.

Experienced responsibility is elicited by the job characteristic of autonomy, 
 defined as follows:

• Autonomy. The extent to which the job enables an individual to experience 
freedom, independence, and discretion in both scheduling and determining 
the procedures used in completing the job.

Core job 
dimensions

Job characteristics 
found to various 
degrees in all jobs.
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Finally, knowledge of results is fostered by the job characteristic of feedback, 
defined as follows:

 • Feedback. The extent to which an individual receives direct and clear infor-
mation about how effectively he or she is performing the job.76

Hackman and Oldham recognized that everyone does not want a job containing 
high amounts of the five core job characteristics. They incorporated this conclusion 
into their model by identifying three attributes that affect how individuals respond 
to job enrichment. These attributes are concerned with the individual’s knowledge 
and skill, growth need strength (representing the desire to grow and develop as an 
individual), and context satisfactions (see the box labeled Moderators in Figure 8–4). 
Context satisfactions represent the extent to which employees are satisfied with vari-
ous aspects of their job, such as satisfaction with pay, coworkers, and supervision.

There are several practical implications associated with using the job charac-
teristics model to enhance intrinsic motivation: Steps for applying this model are 
shown in Table 8–3.  Managers may want to use this model to increase employee 
job satisfaction and organizational commitment. A recent meta-analysis involving 
259 studies and over 75,000 people demonstrated a moderately strong relationship 
between job characteristics and satisfaction.77 Consistent with this finding, The 
Container Store in Coppell, Texas, and Principal Financial Group in Des Moines, 
Iowa, attempted to enhance employees’ satisfaction by designing more autonomy 
into employees’ jobs. Both organizations allow employees to select from a variety 
of work schedules that meet their needs.78 Research supports this motivational 

Figure 8 – 4 The Job Characteristics Model

SOURCE: From J Richard Hackman and Greg R Oldham, Work Redesign (Prentice Hall Organizational 

Development Series), 1st, © 1980, p 90. Reproduced by permission of Pearson Education, Inc., Upper 

Saddle River, New Jersey.
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Table 8–3 Steps for Applying the Job Characteristics Model

1.  Diagnose the work environment to determine if a performance problem is 

due to de-motivating job characteristics. Hackman and Oldham developed a 

self-report instrument for managers to use called the job diagnostic survey: 

It is shown and used in the Group Exercise, which can be found on the 

book’s Web site. Diagnosis begins by determining whether the core job 

characteristics are low or high. If the job characteristics are lower than desired, 

a manager proceeds to step 2. If the performance problem is not due to low 

job charac teristics, then a manager looks to apply another model of motivation 

or human behavior to solve the performance problem.

2.  Determine whether job redesign is appropriate for a given group of employ-

ees. Job redesign is most likely to work in a participative environment in 

which employees have the necessary knowledge and skills to perform the 

enriched tasks and their job satisfaction is average to high.

3.  Determine how to best redesign the job. The focus of this effort is to increase 

those core job characteristics that are low. Employee input is essential during 

this step to determine the details of a redesign initiative.

strategy, as autonomy was found to be positively associated with job performance 
and proactive work behaviors.79

The same large-scale meta-analysis mentioned above further showed that 
managers can enhance employees’ intrinsic motivation, job involvement, and per-
formance, while reducing absenteeism and stress by increasing the core job charac-
teristics.80 On the negative side, however, job redesign appears to reduce the quantity 
of output just as often as it has a positive effect. Caution and situational appropri-
ateness are advised. For example, one study demonstrated that job redesign works 
better in less-complex organizations (small plants or companies).81 Nonetheless, 
managers are likely to find noticeable increases in the quality of performance after 
a job redesign program. Results from 21 experimental studies revealed that job re-
design resulted in a median increase of 28% in the quality of performance.82

go to the Web for the Group Exercise: Applying the Job 
Characteristics Model

Biological and Perceptual-Motor Approaches
The biological approach to job design is based on research from biomechanics, 
work physiology, and ergonomics and focuses on designing the work environment 
to reduce employees’ physical strain, fatigue, and health complaints. An attempt 
is made to redesign jobs so that they eliminate or reduce the amount of repetitive 
motions from a worker’s job. Ford Motor Company uses virtual reality in its bio-
logical approach to job design. In a Dearborn, Michigan, laboratory, technicians 
wearing sensors and virtual-reality goggles go through the motions required to 
assemble newly designed vehicles. Cameras and motion-capture software collect 
data from the sensors and create animated images of the assembly jobs. Then 
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ergonomics specialists analyze each job, looking 
for potentially painful, difficult, or repetitive move-
ments that could cause discomfort and injuries. 
Jobs—or the vehicles themselves—are redesigned 
to prevent these problems before the vehicle assem-
bly even begins. Besides making assembly- line jobs 
less painful, the approach has lowered costs and 
boosted quality.83 

The perceptual-motor approach is derived from 
research that examines human factors engineering, 
perceptual and cognitive skills, and information pro-
cessing. This approach to job design emphasizes the 
reliability of work outcomes by examining error rates, 
accidents, and workers’ feedback about facilities and 
equipment.84 Toyota Motor Company applies such 
principles in developing standard procedures and 
training for its manufacturing plants around the 

world. To prepare workers in China, the company taught 3,000 detailed assembly-
line tasks by displaying videos above workstations simulating factory setups. The 
videos teach workers how to perform tasks as basic as holding a screw or air gun in 
the way that is most efficient, delivers consistent quality, and is least tiring. As the 
company simplifies jobs for inexperienced workers in places like China, it discov-
ers solutions that can apply anywhere in the world. For example, instead of asking 
workers to go to bins to choose parts, Toyota started delivering all the needed parts 
to workers inside containers placed in the otherwise empty car bodies. The process 
is so efficient that Toyota is starting to use it in its Mississippi factory.85

The frequency of using both the biological and perceptual-motor approaches 
to job redesign is increasing in light of the number of workers who experience 
injuries related to overexertion or repetitive motion. Repetitive motion disorders 

(RMDs) are “a family of muscular conditions that result from repeated motions 
performed in the course of normal work or daily activities. RMDs include carpal 
tunnel syndrome, bursitis, tendonitis, epicondylitis, ganglion cyst, tenosynovitis, 
and trigger finger. RMDs are caused by too many uninterrupted repetitions of 
an activity or motion, unnatural or awkward motions such as twisting the arm 
or wrist, overexertion, incorrect posture, or muscle fatigue.”86 According to data 
from the Bureau of Labor Statistics, the incidence of some types of RMDs—in 
particular, carpal tunnel syndrome—has declined, but among the types of events 
that led to injury, repetitive motion resulted in the longest absences from work (a 
median of 19 days).87 Injuries caused by repetitive motion are by far most likely 
in production jobs, especially among meat cutters, plumbers, and welders. To com-
bat this problem, the Occupational Safety and Health Administration (OSHA) 
implemented guidelines regarding ergonomic standards in the workplace.  

Putting Motivational Theories to Work
 We started this chapter by noting that motivating employees is a key aspect of being 
an effective manager. That said, managers face two key challenges when trying to 
devise motivational programs. First, many managers are stretched in their job duties. 
They feel pulled in multiple dimensions and spend far too much time fighting fires 
instead of proactively focusing on employees’ needs. This situation is frustrating and 

Repetitive 
motion disorders 

(RMDs)

Muscular disorders 
caused by repeated 

motions.

LO.9to the point
What are 
the issues 
managers 
should con-
sider before 
implementing 
a motivational 
program?

Ford Motor Co. ergonomics specialist places virtual reality 

goggles on an employee. How does this approach lower 

costs and boost quality of their vehicles and their jobs?
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can lead to lower job satisfaction and motivation for managers. Although we feel 
sorry for people in this situation, it still is imperative for managers to find the time, 
and a positive attitude, to apply to the task of employee motivation. Jack and Suzy 
Welch commented on this issue and concluded that “no boss is doing his job prop-
erly if he’s not letting each of his people know where they stand in constructive de-
tail” and delivering “outsize rewards for outsize performance.”88 Second, managers 
may not know how to motivate people beyond the simple use of monetary rewards. 
It is important for managers to use a broader or more integrated approach when try-
ing to motivate employees. This approach should consider the various theories and 
models discussed in this chapter as well as concepts covered in previous chapters. 
Organizations can help managers by providing them with training and coaching 
that focuses on how they can improve their ability to “motivate others.”89

With the aforementioned in mind, this section raises several issues to be 
considered when designing an integrated approach toward employee motiva-
tion. Our intent is not to discuss all relevant considerations but rather to high-
light a few important ones.

Assuming a motivational program is being considered to improve productiv-
ity, quality, or customer satisfaction, the first issue revolves around the difference 
between motivation and performance. Motivation and performance are not one 
and the same. Motivation is only one of  several factors that influence perfor-
mance. For example, poor performance may be more a function of  outdated or 
inefficient materials and machinery, not having goals to direct one’s attention, 
a monotonous job, feelings of  inequity, a negative work environment charac-
terized by political behavior and conflict, poor supervisory support and coach-
ing, or poor work flow. Motivation cannot make up for a deficient job context. 
Managers, therefore, need to carefully consider the causes of  poor performance 
and employee misbehavior.

Individual differences represent one of the first causes of low motivation that 
should be considered. For example, low motivation may be due to issues associated 
with managing diversity (recall our discussion in Chapter 2). The individual differ-
ences discussed in Chapters 5 and 6 (self-esteem, self-efficacy, personality, locus of 
control, intelligence, mental abilities, emotions, values, and attitudes) also are im-
portant causes of employee motivation. Managers are advised to develop employees 
so they have the ability and job knowledge to perform their jobs effectively. In addi-
tion, attempts should be made to nurture positive employee characteristics such as 
self-esteem, self-efficacy, positive emotions, and the need for achievement.

Because motivation is goal directed, the process of developing and setting 
goals should be consistent with our previous discussion. Moreover, the method 
used to evaluate performance also needs to be considered. Without a valid perfor-
mance appraisal system, it is difficult, if  not impossible, to accurately distinguish 
good and poor performers.

Finally, it is important for organizations to train their managers to properly 
assess people. Consistent with expectancy theory, managers should make extrinsic 
rewards contingent on performance. In doing so, however, it is important to con-
sider three issues. First, managers need to ensure that performance goals are di-
rected to achieve the “right” end results. For example, health insurers and medical 
groups wrestle over the relative focus on cost savings versus patient satisfaction. 
Consider the case of Oakland-based Kaiser Permanente:

 Telephone clerks at California’s largest HMO received bonuses for keeping calls with 

patients brief and limiting the number of doctor visits they set up. . . . The California 
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Contrast Maslow’s, Alderfer’s, and McClelland’s 1. 

need theories. Maslow proposed that motivation is a 

function of  five basic needs arranged in a prepotent 

hierarchy. The concept of  a stair-step hierarchy has 

not stood up well under research.  Alderfer concluded 

that three core needs explain behavior—existence, 

relatedness, and growth. He proposed that more than 

one need can be activated at a time and frustration 

of  higher-order needs can influence the desire for 

lower-level needs. McClelland argued that motivation 

and performance vary according to the strength of 

an individual’s need for achievement. High achievers 

prefer tasks of  moderate difficulty, situations under 

their control, and a desire for more performance 

feedback than low achievers. Top managers should 

have a high need for power coupled with a low need 

for affiliation.

Explain the practical significance of Herzberg’s distinc-2. 

tion between motivators and hygiene factors. Herzberg 

believes job satisfaction motivates better job perfor-

mance. His hygiene factors, such as policies, supervision, 

and salary, erase sources of dissatisfaction. On the other 

hand, his motivators, such as achievement, responsibil-

ity, and recognition, foster job satisfaction. Although 

Herzberg’s motivator–hygiene theory of job satisfaction 

has been criticized on methodological grounds, it offers 

practical advice for motivating employees. 

Summary of Key Concepts

Nurses Association, the union representing Kaiser’s registered nurses, derided the pro-

gram as deceitful and harmful to patients with serious medical problems.

 “Patients don’t understand they’re talking to a high school graduate with no nursing 

background,” [ Jim] Anderson said.

 The clerks, who generally have little to no medical training, answer phone calls from 

customers wanting to set up doctor appointments or asking simple medical questions.

 Cash bonuses were paid to those who made appointments for fewer than 35% of 

callers and spent less than an average of three minutes, 45 seconds on the phone with 

each patient. Clerks were also encouraged to transfer fewer than 50% of the calls to 

registered nurses for further evaluation.90  

How do you feel about Kaiser Permanente’s plan? How might it be changed to 
more effectively motivate employees to provide higher-quality care?

Second, the promise of increased rewards will not prompt higher effort and 
good performance unless those rewards are clearly tied to performance and they 
are large enough to gain employees’ interests or attention.91

Third, equity theory tells us that motivation is influenced by employee percep-
tions about the fairness of reward allocations. Motivation is decreased when em-
ployees believe rewards are inequitably allocated. Rewards also need to be integrated 
appropriately into the appraisal system. If performance is measured at the individual 
level, individual achievements need to be rewarded. On the other hand, when perfor-
mance is the result of group effort, rewards should be allocated to the group.

Feedback also should be linked with performance. Feedback provides the in-
formation and direction needed to keep employees focused on relevant tasks, ac-
tivities, and goals. Managers should strive to provide specific, timely, and accurate 
feedback to employees.

Finally, we end this chapter by noting that an organization’s culture (recall our 
discussion in Chapter 3) significantly influences employee motivation and behavior. 
A positive self-enhancing culture is more likely to engender higher motivation and 
commitment than a culture dominated by suspicion, faultfinding, and blame.
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Discuss the role of perceived inequity in employee 3. 

motivation. Equity theory is a model of  motivation 

that explains how people strive for fairness and justice 

in social exchanges. On the job, feelings of  inequity 

revolve around a person’s evaluation of  whether he 

or she receives adequate rewards to compensate for 

his or her contributive inputs. People perform these 

evaluations by comparing the perceived fairness of 

their employment exchange with that of  relevant 

others. Perceived inequity creates motivation to 

restore equity.

Explain the differences among distributive, procedural, 4. 

and interactional justice. Distributive, procedural, and 

interactional justice are the three key components 

underlying organizational justice. Distributive justice 

reflects the perceived fairness of how resources and 

rewards are distributed. Procedural justice represents 

the perceived fairness of the process and procedures 

used to make allocation decisions. Interactional justice 

entails the perceived fairness of a decision maker’s 

behavior in the process of decision making.

Describe the practical lessons derived from equity 5. 

theory. Equity theory has at least six practical implica-

tions. First, managers should pay attention to employ-

ees’ perceptions of  what is fair and equitable. It is the 

employee’s view of reality that counts when trying to 

motivate someone, according to equity theory. Sec-

ond, employees should be given a voice in decisions 

that affect them. Third, employees should be given the 

opportunity to appeal decisions that affect their wel-

fare. Fourth, managers can promote cooperation and 

teamwork among group members by treating them 

equitably. Fifth, treating employees inequitably can 

lead to litigation and costly court settlements. Sixth, 

perceptions of  justice are influenced by the leadership 

behavior exhibited by managers. Finally, managers 

need to pay attention to the organization’s climate for 

justice because it influences employee attitudes and 

behavior.

Explain Vroom’s expectancy theory, and review its 6. 

practical implications. Expectancy theory assumes 

motivation is determined by one’s perceived chances 

of achieving valued outcomes. Vroom’s expectancy 

model of motivation reveals how effort→performance 

expectancies and performance→outcome instrumentali-

ties influence the degree of effort expended to achieve 

desired (positively valent) outcomes. Managers are ad-

vised to enhance effort→performance expectancies by 

helping employees accomplish their performance goals. 

With respect to instrumentalities and valences, manag-

ers should attempt to link employee performance and 

valued rewards.

Explain how goal setting motivates an individual, and 7. 

review the four practical lessons from goal-setting 

research. Four motivational mechanisms of goal 

setting are as follows: (1) Goals direct one’s atten-

tion, (2) goals regulate effort, (3) goals increase one’s 

persistence, and (4) goals encourage development of 

goal-attainment strategies and action plans. Research 

identifies four practical lessons about goal setting. 

First, specific high goals lead to greater performance. 

Second, feedback enhances the effect of specific, dif-

ficult goals. Third, participative goals, assigned goals, 

and self-set goals are equally effective. Fourth, goal 

commitment and monetary incentives affect goal-

setting outcomes.

Review the mechanistic, motivational, biological, and 8. 

perceptual-motor approaches to job design. The mech-

anistic approach is based on industrial engineering 

and scientific management and focuses on increas-

ing efficiency, flexibility, and employee productivity. 

Motivational approaches aim to improve employees’ 

affective and attitudinal reactions and behavioral 

outcomes. Job enlargement, job enrichment, job 

rotation, and a contingency approach called the job 

characteristics model are motivational approaches 

to job design. The biological approach focuses on 

designing the work environment to reduce employees’ 

physical strain, fatigue, and health complaints. The 

perceptual-motor approach emphasizes the reliability 

of  work outcomes.

Specify issues that should be addressed before imple-9. 

menting a motivational program. Managers need to 

consider the variety of  causes of  poor performance. 

Motivation is only one of  several factors that influ-

ence performance. Managers should not ignore the 

many individual differences that affect motivation. 

The goal-setting process should be consistent with 

the four practical lessons derived from goal-setting 

research. The method used to evaluate performance 

as well as the link between performance and rewards 

must be examined. Performance must be accurately 

evaluated, and rewards should be equitably distrib-

uted. Rewards should also be directly tied to per-

formance. Finally, managers should recognize that 

employee motivation and behavior are influenced 

by organizational culture.

Motivation, 212
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The Pay-for-Performance Program among Denver 
Teachers Hits a  Roadblock 92 

OB in Action Case Study

The Denver Public Schools’ pay-for-performance plan 
to motivate teachers was hailed as a model for the rest 
of the country when it took effect three years ago. It 
now stands on the verge of collapse after months of 
contract negotiations have stalemated.
 Some teachers have staged sick-outs; others plan to 
welcome families back to school this week by handing 
out fliers denouncing the district’s contract offer. There 
is even talk of a strike.
 National education experts are dismayed. If  merit 
pay can’t work in Denver, “future initiatives are destined 
to fail,” said Matthew Springer, director of the National 
Center on Performance Incentives at Vanderbilt Uni-
versity in Tennessee.
 The breakdown stems from a philosophical disagree-
ment between the school district and the union.
 The district is offering large increases in incentive 
pay, but the biggest rewards will go to early—and to 
midcareer teachers—and to those willing to take risks 
by working in impoverished schools or taking jobs few 
others want, such as teaching middle-school math. 
Yearly bonuses for such work would nearly triple, to 
about $3,000.
 The union is all for boosting bonuses but also wants 
an across-the-board pay increase. Most crucially, union 
leadership objects to proposed changes that would hold 
down salaries of veteran teachers to free more money for 
novices . . . . Nationwide, most teachers are paid based 
on two factors: education and experience. Denver’s plan 
sets a base salary, but most raises depend on a teacher’s 
accomplishments, and teachers aren’t automatically re-
warded for making it through another year. All new 

teachers must enroll in the incentive plan; it is optional 
for veterans.
 One way to earn a salary bump is to guide students 
to high scores on Colorado’s standardized tests, which 
is also used to measure progress under the federal No 
Child Left Behind Act.
 Teachers are also rewarded for getting good evalua-
tions and for continuing their own educations. And they 
get bonuses for meeting student-achievement goals that 
have nothing to do with test scores.
 Greg Ahrnsbrak, a gym teacher at a public high 
school here, earned a $356 increase last year by achiev-
ing his goal of boosting student fitness with a weight-
training program.
 Many such bonuses are tacked on to a teacher’s base 
salary. And they are cumulative. So when a teacher earn-
ing $38,000 notches $3,000 in bonuses, the base salary 
rises to $41,000 the following year. If  the teacher earns 
another $3,000 in incentives, the salary jumps again, to 
$44,000. . . .
 Superintendent Michael Bennet wants to raise incentives 
for all teachers, but under his proposal only those with less 
than 13 years’ experience would continue to get bonuses 
incorporated into their salaries. Veteran teachers would get 
annual bonus checks, but their base salaries wouldn’t grow, 
except for cost-of-living adjustments. Mr. Bennet also aims 
to expand team incentives, such as facultywide bonuses for 
schools that show academic growth.
 “It’s a significant step forward,” Mr. Bennet said.
 KimUrsetta, president of the teachers union, calls 
the modifications unacceptable, but she still says pay-
for-performance deserves a shot.
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Questions for Discussion
What is the source of conflict between the school 1. 

system and the union? 

To what extent does Denver’s pay plan build on rec-2. 

ommendations from equity and expectancy theory?  

Explain.

What role does organizational culture play in this 3. 

case?

Using the various motivation theories discussed in 4. 

this chapter, how would you revise the pay plan so 
that it would be acceptable to both the school sys-
tem and union? Provide specific recommendations.

Ethical Dilemma

Should Retrocessions Be Allowed in the United States?93 
A retrocession is a kickback that “asset managers 
may be skimming off  investments. While little known 
in the US, the practice has been an open secret in 
European private banking for decades—and it re-
cently surfaced as a perk that Zurich-based Credit 
Suisse may have  received from Bernie Madoff ’s feeder 
funds. 
 “How does this work? Essentially, bankers get re-
bates from fund managers they park money with—and 
pocket the commissions instead of passing the savings 
on to clients. Retrocessions typically match 25% of a 
fund’s management fee, says British hedge fund man-
ager Fabien Pictet. So on a $2 billion investment, a man-
agement fee of 2%, or $40 million, would yield a $10 
million kickback.”

What Is Your Opinion about Retrocessions?
A retrocession is like getting a sales commission and 1. 

thus should be allowed.

This is another way that bankers are taking advan-2. 

tage of investors. Commissions should be passed 
to investors and not kept by bankers. This practice 
should be against the law.

Bankers should be required to disclose this issue to 3. 

potential investors and then let individuals decide 
for themselves. A person may be okay with this 
practice because they have a long-term relationship 
with the banker.

Invent other options.4. 

Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner 



LEARNING OBJECTIVES

When you finish studying the material in this chapter, you should be able to:

 Define the term performance management, distinguish between learning 
goals and performance outcome goals, and explain the three-step goal-
setting process.

 Identify the two basic functions of feedback, and specify at least three 
practical lessons from feedback research.

 Define 360-degree feedback, and summarize how to give good feedback 
in a performance management program.

 Distinguish between extrinsic and intrinsic rewards, and explain the four 
building blocks of intrinsic rewards and motivation.

 Summarize the reasons why extrinsic rewards often fail to motivate 
employees.

 Discuss how managers can generally improve extrinsic reward and pay-
for-performance plans.

 State Thorndike’s law of effect, and explain Skinner’s distinction between 
respondent and operant behavior.

 Define positive reinforcement, negative reinforcement, punishment, 
and extinction, and distinguish between continuous and intermittent 
schedules of reinforcement.

 Demonstrate your knowledge of behavior shaping.
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Student Resources for Studying Chapter 9

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

 It’s the rare employer that can offer up the perfect 

blend of training, advancement opportunity, camarade-

rie, and perks. But Ultimate [Software] , No. 1 on this 

year’s list of the Best Medium Companies to Work for 

in America, comes as close as any. Founded in 1990 

with four employees, Ultimate launched its first prod-

uct in 1993, a DOS-based human resource, benefits, 

and payroll package. Scott Scherr, Ultimate’s founder 

and chief executive officer, took the company public 

five years later.

Today, most of Ultimate’s 810 employees work out 

of two sunny lakeside buildings on the edge of the 

Everglades [in Weston, Florida]. Last year, the company 

posted revenue of more than $151 million—a 33 per-

cent increase over the previous year’s earnings, even 

during these tough economic times. Company officials 

maintain that their business model—based on month-

to-month payments rather than pricey long-term 

licenses—makes it easier to hold onto cash-strapped 

clients. 

Employees credit Scherr for setting a tone that fos-

ters loyalty and trust and makes the company a great 

place to work. Scherr sees the relationship with em-

ployees more pragmatically.

“If you take care of your employees, then they take 

care of you,” says Scherr, a Bronx native who cut his 

teeth working for ADP, now one of Ultimate’s com-

petitors.

Ultimate employees rave about such uncommon 

benefits as fully paid health premiums for themselves, 

family members, and domestic partners; a 30 percent 

company match on 401(k) contributions; stock options; 

and annual tuition reimbursement of up to $5,280.

The education benefit—the maximum eligible for 

tax benefits—enables employees such as Jose Chinea, 

systems engineer, to return to school to hone their 

skills and, in turn, become more valuable.

“Ultimate understands the importance of helping 

to grow their employees and helping educate them,” 

says Chinea, who received a master’s degree in man-

agement and information systems in January and hopes 

to parlay that into a promotion. 

Sales Analyst Lisa Jameson, who works out of her 

home in Dallas, still tears up when she recalls how 

Ultimate took her suggestion that the company offer 

paid adoption leave just before she adopted her oldest 

Generous employee rewards have helped 

 Florida-based Ultimate Software prosper during 

tough economic times.
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This final chapter of Part Two serves as a practical capstone for what we 
have learned so far in Parts One and Two. Our focus here is on improving individ-
ual job performance. We need to put to work what we have learned about cultural 
and individual differences, perception, and motivation. Some companies, such as 
Ultimate Software in the opening vignette, do a good job in this regard. A reward-
ing and employee-friendly culture, with lots of personal touches, creates loyal and 
motivated employees. Unfortunately, research shows that most managers fall far 
short when it comes to carefully nurturing job performance. A consulting firm’s 
ongoing study of more than 500 managers since 1993 led to this conclusion:

Only one out of 100 managers provides every direct report with these five basics 

every day:

Performance requirements and standard operating procedures related to tasks • 

and responsibilities.

Defined parameters, measurable goals and concrete deadlines for all work • 

assignments for which the direct report will be held accountable.

Accurate monitoring, evaluation, and documentation of work performance.• 

Specific feedback on work performance with guidance for improvement.• 

Fairly distributed rewards and detriments [penalties].• 2

The researchers call this situation “under-management.” The consequences of 
under-management are not good. According to the Society for Human Resource 
Management, “a new survey finds that only one in seven employees worldwide is 
fully engaged with their work. There is a vast, largely untapped reserve of employee 
performance potential.”3 A comprehensive approach to tapping this vast potential 
is performance management. Performance management is an organizationwide 
system whereby managers integrate the activities of goal setting, monitoring and 
evaluating, providing feedback and coaching, and rewarding employees on a con-
tinuous basis.4 This contrasts with the haphazard tradition of annual performance 
appraisals,5 a largely unsatisfying experience for everyone involved.6 (See Learning 
Module B, on the book’s Web site, for more on performance appraisal.) OB can 
shed valuable light on key aspects of performance management—namely, goal 
setting, feedback and coaching, and rewards and positive reinforcement.

As indicated in Figure 9–1, job performance needs a life-support system.  Like 
an astronaut drifting in space without the protection and support of a space suit, 
job performance will not thrive without a support system. First, people with the 

LO.1

Performance 
management

Continuous cycle 
of improving job 

performance 
with goal setting, 

feedback and 
coaching, and 

rewards and positive 
reinforcement.

son, Conner, in 2004. “I just thought I would ask,” she 

says, adding that the congratulatory note she received 

from Scherr following the adoption was icing on the 

cake. Jameson used the benefit—six weeks of paid 

leave, on par with maternity leave—again in 2007 when 

she adopted son Tyler.

Several workers devastated in 2005 by back-to-

back hurricanes also say the company came through 

for them, providing financial assistance and emotional 

support.

When sales representative Kathy Collins tried to 

return an advance she had requested after her home 

was destroyed by Hurricane Katrina, company offi-

cials waved her off. “That’s the type of family I have at 

Ultimate Software,” she says.1 

FOR DISCUSSION

What appeals most to you about working at 

Ultimate Software? Why?
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requisite abilities, skills, and job knowledge need to be hired. Joe Kraus, co-founder 
and CEO of Jotspot, a Web page hosting service, offers this blunt advice:

Never compromise on hiring. Every time I’ve compromised, I’ve come to regret 

it. You have to be tough, even if that means not hiring people who could turn out to 

be great, because of the damage one person who isn’t great can do.

Nothing demotivates people like the equal treatment of unequals. When 

you hire a bozo and treat him the same as a rock star, it deflates the rock star.7

Next, training is required to correct any job knowledge shortfalls.8 The organiza-
tion’s structure, culture, and job design and supervisory practices also can facili-
tate or hinder job performance. At the heart of the model in Figure 9–1 are the 
key aspects of the performance improvement cycle that we explore in depth in this 
chapter. Importantly, it is a dynamic and continuous cycle requiring  management’s 
strategic oversight, followed up with day-to-day attention.

Goal Setting 
Goal setting in the workplace could use an extreme makeover. According to a 
Franklin Covey survey of workers in the United States, 56% don’t “clearly under-
stand their organization’s most important goals” and an astounding 81% “don’t 
have clearly defined goals.”9 These figures could be cut in half  and still represent a 
very unproductive situation. The missing element here is what goal-setting experts 
call line of sight. Employees with a clear line of sight understand the organization’s 

to the point
What are 
the keys to 
an effective 
goal-setting 
process?

Line of sight

Employees know 
the organization’s 
strategic goals and 
how they need to 
contribute.

Figure 9 –1 Improving Individual Job Performance: A Continuous Process
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strategic goals and know what actions they need to take, both individually and 
as team members.10 A good case in point is Bloomberg LP, the 9,400-employee 
 financial information services company founded by New York City Mayor Michael 
Bloomberg:

The company has a highly unusual compensation system that ties employee pay directly 

to the sale of terminals—or more precisely, to net installations, or “net installs.” The 

concept behind this system is that  everyone at the company should be driving toward 

only one goal: selling more Bloombergs. To underscore that point, large electronic signs 

hanging from the ceilings in the Bloomberg offices report progress on both sales and 

installations. Bells ring to mark a sale—multiple times if the news justifies it.11

To help you fully comprehend the power of goal setting, this section distinguishes 
between two types of goals, discusses management by objectives, and explains 
how to manage the goal-setting process.

Two Types of Goals
Goal-setting researchers have drawn an instructive distinction between perfor-
mance outcome goals and learning goals. A performance outcome goal targets a 
specific end-result. A learning goal, in contrast, strives to improve creativity and 
develop skills (see the Real World/Real People feature on page 247 ) . Managers 
typically overemphasize the former and ignore the latter as they try to “moti-
vate” greater effort and achieve final results. But for employees who lack the nec-
essary skills, performance outcome goals are more frustrating than motivating. 
When skills are lacking, a developmental process is needed wherein learning goals 
precede performance outcome goals. Goal researchers Gerard Seijts and Gary 
Latham explain with a golfing analogy:

A performance outcome goal often distracts attention from the discovery of 

task-relevant strategies. For example, focusing on a golf score of 95 by novices may 

prevent them from focusing on the mastery of the swing and weight transfer and using 

the proper clubs necessary for attaining that score. . . .

In short, the novice golfer must learn how to play the game before becoming 

concerned with attaining a challenging performance outcome (e.g., score equals 95).12 

Management by Objectives
The motivational impact of performance goals and goal-based reward plans has 
been known for a long time. More than a century ago, Frederick Taylor attempted 
to scientifically establish how much work of a specified quality an individual 
should be assigned each day. He proposed that bonuses be based on accomplishing 
specific output quotas. Since the 1950s, goal setting has been promoted through 
a widely used management technique called management by objectives (MBO). 
Management by objectives is a management system that incorporates participation 
into decision making, goal setting, and objective feedback.13 The central idea of 
MBO, getting individual employees to “own” a piece of a collective effort, is evi-
dent in this recent bit of advice from Google executive Paul Russell:

 Help your people map out their goals. Ask them to apply those aspirations to what 

they do every day. You’ll build their sense of affiliation with the company and make 

them feel they belong. And they’ll believe that they don’t have to leave to accomplish 

their ambitions.14

Performance 
outcome goal

Targets a specific 
end-result.

Learning goal

Encourages learning, 
creativity, and skill 

development.

Management by 
objectives

Management system 
incorporating 

participation into 
decision making, 
goal setting, and 

feedback.
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A meta-analysis of MBO programs showed productivity gains in 68 of 70 dif-
ferent organizations. Specifically, results uncovered an average gain in productiv-
ity of 56% when top-management commitment was high. The average gain was 
only 6% when commitment was low. A second meta-analysis of 18 studies further 
demonstrated that employees’ job satisfaction was significantly related to top man-
agement’s commitment to an MBO implementation.15 These impressive results are 
tempered by reports of ethical problems stemming from extreme pressure for results. 
Such was the case at IndyMac Bancorp, a mortgage lender seized by the government 
during the financial meltdown of 2008. According to one investigator: “There was 
a culture of top-down pressure to push through as many loans as  possible—and to 
ignore the problems.”16 Ethically sound MBO programs marry learning goals and 
performance outcome goals anchored to high ethical standards.

Managing the Goal-Setting Process
There are three general steps to follow when implementing a goal-setting pro-
gram.17 Serious deficiencies in one step cannot make up for strength in the other 
two. The three steps need to be implemented in a systematic fashion.

Step 1: Set Goals A number of sources can be used as input during this 
goal-setting stage. Time and motion studies are one source. Goals also may be 
based on the average past performance of job holders. Third, the employee and his 
or her manager may set the goal participatively, through give-and-take negotiation. 

[Chairman of the board Bruce] Duncan says that van 

Paasschen, (pronounced “van passion”) 47, stood out 

because of his “intellectual firepower,” success-shaping 

global strategies for consumer products at Disney, 

Nike and Coors, his likable personality and the aggres-

sive way he promised to tackle the job. Because he 

lacked hotel experience, he vowed to immerse himself 

in the industry. Since joining, he’s visited 132 hotels 

in 20 countries and 45 cities. [He is fluent in English, 

Dutch, German, Italian, and Spanish.]

 Van Paasschen’s passion for running didn’t hurt, either.

 “That shows someone who has a plan and gets 

it done,” Duncan says. “It shows he’ll do whatever it 

takes.”

 Van Paasschen credits running with much of his 

management style. Business, he says, is about conquer-

ing personal fears, setting high goals for yourself and 

breaking barriers, which in many ways meshes with 

Starwood’s culture.  

What role have goals played in your life? Explain.

SOURCE: B De Lollis, “Starwood’s CEO Takes an Idea and Runs 

with It,” USA Today,  June 23, 2008, pp 1B–2B. 

Starwood’s New CEO Frits van Paasschen Runs on Goals

REAL WORLD | real people 

Getting in shape for marathons helps 

Starwood’s CEO Frits van Paasschen 

set tough goals to keep pace in the 

competitive hotel business.
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Table 9 –1  Guidelines for Writing SMART Goals

Specific Goals should be stated in precise rather than vague terms. For example, a goal 

  that provides for 20 hours of technical training for each employee is more 

specific than stating that a manager should send as many people as possible 

to training classes. Goals should be quantified when possible.

Measurable A measurement device is needed to assess the extent to which a goal is 

   accomplished. Goals thus need to be measurable. It also is critical to consider 

the quality aspect of the goal when establishing measurement criteria. For 

example, if the goal is to complete a managerial study of methods to increase 

productivity, one must consider how to measure the quality of this effort. 

Goals should not be set without considering the interplay between quantity 

and quality of output.

Attainable Goals should be realistic, challenging, and attainable. Impossible goals reduce 

  motivation because people do not like to fail. Remember, people have differ-

ent levels of ability and skill.

Results oriented Corporate goals should focus on desired end-results that support the 

   organization’s vision. In turn, an individual’s goals should directly support 

the accomplishment of corporate goals. Activities support the achieve-

ment of goals and are outlined in action plans. To focus goals on desired 

end-results, goals should start with the word to, followed by verbs such 

as complete, acquire, produce, increase, and decrease. Verbs such as develop, 

conduct, implement, or monitor imply activities and should not be used in a 

goal statement.

Time bound Goals specify target dates for completion.

SOURCE: From A J Kinicki, Performance Management Systems (Superstition Mt., AZ: Kinicki & Associates, Inc., 2009), pp 2–9. 

Reprinted with permission; all rights reserved.

Fourth, goals can be set by conducting external or internal benchmarking. 
Benchmarking is used when an organization wants to compare its performance or 
internal work processes to those of other organizations (external benchmarking) 
or to other internal units, branches, departments, or divisions within the organiza-
tion (internal benchmarking). For example, a company might set a goal to surpass 
the customer service levels or profit of a benchmarked competitor. Finally, the 
overall strategy of a company (e.g., become the lowest-cost producer) may affect 
the goals set by employees at various levels in the organization.

In accordance with available research evidence, goals should be “SMART.” 
SMART is an acronym that stands for specific, measurable, attainable, results 
oriented, and time bound. Table 9–1 contains a set of  guidelines for writing 
SMART goals.  There are two additional recommendations to consider when 
setting goals. First, for complex tasks, managers should train employees in 
 problem-solving techniques and encourage them to develop a performance 
 action plan. Action plans specify the strategies or tactics to be used in order to 
accomplish a goal.

Second, because of individual differences (recall our discussion in Chapter 5), 
it may be necessary to establish different goals for employees performing the same 
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job. For example, a study of 103 undergraduate business students revealed that in-
dividuals high in conscientiousness had higher motivation, had greater goal com-
mitment, and obtained higher grades than students low in  conscientiousness.18

An individual’s goal orientation is another important individual difference to 
consider when setting goals. Three types of goal orientations are a learning goal 
orientation, a performance-prove goal orientation, and a performance-avoid goal 
orientation. A team of researchers described the differences and implications for 
goal setting in the following way:

People with a high learning goal orientation view skills as malleable. They make efforts 

not only to achieve current tasks but also to develop the ability to accomplish future 

tasks. People with a high performance-prove goal orientation tend to focus on perfor-

mance and try to demonstrate their ability by looking better than others. People with 

a high performance-avoid goal orientation also focus on performance, but this focus is 

grounded in trying to avoid negative outcomes.19

Although some studies showed that people set higher goals, exerted more ef-
fort, had higher self-efficacy, and achieved higher performance when they pos-
sessed a learning goal orientation as opposed to either a performance-prove or 
performance-avoid goal orientation, other research demonstrated a more complex 
series of relationships.20 The best we can conclude is that an individual’s goal ori-
entation influences the actions that he or she takes in the pursuit of accomplishing 
goals in specific situations. Thus, managers are encouraged to consider individual 
differences when setting goals.

Step 2: Promote Goal Commitment Obtaining goal commitment 
is important because employees are more motivated to pursue goals they view as 
reasonable, obtainable, and fair. Goal commitment may be increased by using an 
appropriate mix of the following techniques:

 Provide an explanation for why the organization is implementing a goal-setting 1. 

program.

 Present the corporate goals, and explain how and why an individual’s personal 2. 

goals support them. Jeroen van der Veer, CEO of Royal Dutch Shell, advises: 

“The task of leaders is to simplify.”21 He says it should take no more than two 

minutes to communicate the direction of the organization.

 Have employees establish their own goals and action plans. Encourage them to set 3. 

challenging, stretch goals. Goals should be difficult, but not impossible.22

 Train managers in how to conduct participative goal-setting sessions, and train 4. 

employees in how to develop effective action plans.

 Be supportive, and do not use goals to threaten employees.5. 

 Set goals that are under the employees’ control, and provide them with the neces-6. 

sary resources.

Provide monetary incentives or other rewards for accomplishing goals.7. 23

Step 3: Provide Support and Feedback Step 3 calls for provid-
ing employees with the necessary support elements or resources to get the job 
done. This includes ensuring that each employee has the necessary abilities and 
information to reach his or her goals. As a pair of goal-setting experts succinctly 
stated, “Motivation without knowledge is useless.”24 Training often is required to 
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help employees achieve difficult goals. Moreover, managers should pay attention 
to employees’ perceptions of effort→performance expectancies, self-efficacy, and 
valence of rewards. Finally, as we discuss next, employees should be provided with 
timely, specific feedback (knowledge of results) on how they are doing.

Feedback 
Employees’ hearty appetite for feedback too often goes unfulfilled. For example, 
according to one survey, “43% of employees feel they don’t get enough guidance to 
improve their performance.”25 Achievement-oriented students also want feedback. 
Following a difficult exam, for instance, students want to know two things: how 

they did and how their peers did. By letting stu-
dents know how their work measures up to grading 
and competitive standards, an instructor’s feedback 
permits the students to adjust their study habits so 
they can reach their goals. Likewise, managers in 
well-run organizations follow up goal setting with 
a feedback program to provide a rational basis for 
adjustment and improvement. For instance, con-
sider the following remarks by Fred Smith, the 
founder and CEO of FedEx, the overnight delivery 
pioneer with over $35 billion in annual revenues 
and nearly 239,000 employees.26 Smith’s experience 
as a US Marine company commander during the 
Vietnam War helped shape his leadership style. 

 My leadership philosophy is a synthesis of the prin-

ciples taught by the marines and every organization 

for the past 200 years.

When people walk in the door, they want to know: What do you expect out of me? 

What’s in this deal for me? What do I have to do to get ahead? Where do I go in this 

organization to get justice if I’m not treated appropriately? They want to know how 

they’re doing. They want some feedback. And they want to know that what they are 

doing is important.

If you take the basic principles of leadership and answer those questions over and 

over again, you can be successful dealing with people.27

As the term is used here, feedback is objective information about individual 
or collective performance. Subjective assessments such as “You’re doing a poor 
job,” “You’re lazy,” or “We really appreciate your hard work” do not qualify as 
objective feedback. But hard data such as units sold, days absent, dollars saved, 
projects completed, customers satisfied, and quality rejects are all candidates for 
objective feedback programs. Christopher D Lee, author of the book Performance 
Conversations: An Alternative to Appraisals, clarifies the concept of feedback by 
contrasting it with performance appraisals:

Feedback is the exchange of information about the status and quality of work products. 

It provides a road map to success. It is used to motivate, support, direct, correct and 

regulate work efforts and outcomes. Feedback ensures that the manager and employees 

are in sync and agree on the standards and expectations of the work to be performed.

to the point
Why is feed-
back impor-
tant and how 
should it be 
given?

Feedback

Objective 
information about 

performance.

Fred Smith, CEO of FedEx, believes strong leadership 

involves providing specific and steady feedback to all 

employees.
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Traditional appraisals, on the other hand, discourage two-way communication and treat 

employee involvement as a bad thing. Employees are discouraged from participating in a 

performance review, and when they do, their responses are often considered “rebuttals.”

To reverse this, successful performance management must contain a healthy degree 

of feedback and employee involvement.28

Two Functions of Feedback
Experts say feedback serves two functions for those who receive it: one is instruc-
tional and the other motivational. Feedback instructs when it clarifies roles or 
teaches new behavior. For example, an assistant accountant might be advised to 
handle a certain entry as a capital item rather than as an expense item. On the 
other hand, feedback motivates when it serves as a reward or promises a reward.29 
Having the boss tell you that a grueling project you worked on earlier has just been 
completed can be a rewarding piece of news. As documented by researchers, the 
motivational function of feedback can be significantly enhanced by pairing spe-
cific, challenging goals with specific feedback about results.30 With these two func-
tions of feedback in mind, we now explore the vital role of feedback recipients, 
some practical lessons from feedback research, 360-degree feedback, and how to 
give feedback for coaching purposes.

Are the Feedback Recipients Ready, 
Willing, and Able?
Conventional wisdom says the more feedback organizational members get, the bet-
ter. An underlying assumption is that feedback works automatically. Managers sim-
ply need to be motivated to give it. According to a meta-analysis of 23,663 feedback 
incidents, however, feedback is far from automatically effective. While feedback did, 
in fact, have a generally positive impact on performance, performance actually de-
clined in more than 38% of the feedback incidents.31 Feedback also can be warped 
by nontask factors, such as race. A laboratory study at Stanford University focused 
on cross-race feedback on the content (subjective feedback) and writing mechanics 
(objective feedback) of written essays. White students gave African-American stu-
dents less critical subjective feedback than they did to white students. This positive 
racial bias disappeared with objective feedback.32 These results are a bright caution 
light for those interested in improving job performance with feedback. Subjective 
feedback is easily contaminated by situational factors. Moreover, if  objective feed-
back is to work as intended, managers need to understand the interaction between 
feedback recipients and their environment.33

The Recipient’s Characteristics Personality characteristics such 
as self-esteem and self-efficacy can help or hinder one’s readiness for feedback. 
Those having low self-esteem and low self-efficacy generally do not actively seek 
feedback that, unfortunately, would tend to confirm those problems. Needs and 
goals also influence one’s openness to feedback. In a laboratory study, Japanese 
psychology students who scored high on need for achievement responded more 
favorably to feedback than did their classmates who had low need for achieve-
ment.34 This particular relationship likely exists in Western cultures as well. For 
example, 331 employees in the marketing department of a large public utility 
in the United States were found to seek feedback on important issues or when 

LO.2
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faced with uncertain situations. Long-tenured employees from this sample also 
were less likely to seek feedback than employees with little time on the job.35 High 
self- monitors, those chameleonlike people we discussed in Chapter 5, are also 
more open to feedback because it helps them adapt their behavior to the situa-
tion. Recall from Chapter 5 that high self-monitoring employees were found to be 
 better at initiating relationships with mentors (who typically provide feedback).36 
Low self-monitoring people, in contrast, are tuned into their own internal feelings 
more than they are to external cues. For example, someone observed that talking 
to media kingpin Ted Turner, a very low self-monitor, was like having a conversa-
tion with a radio!

Researchers have started to focus more directly on the recipient’s actual desire 
for feedback, as opposed to indirectly on personality characteristics, needs, and 
goals. Everyday experience tells us that not everyone really wants the performance 
feedback they supposedly seek. Restaurant servers who ask, “How was every-
thing?” while presenting the bill, typically are not interested in a detailed reply. 
(See the Real World/Real People feature on page 253 .)  

The Recipient’s Perception of Feedback The sign of  feedback, 
a term used in feedback research, refers to whether it is positive or negative. 
Generally, people tend to perceive and recall positive feedback more accurately 
than they do negative feedback.37 But feedback with a negative sign (e.g., being 
told your performance is below average) can have a positive motivational impact. 
In fact, in one study, those who were told they were below average on a creativity 
test subsequently outperformed those who were led to believe their results were 
above average. The subjects apparently took the negative feedback as a challenge 
and set and pursued higher goals. Those receiving positive feedback apparently 
were less motivated to do better.38 Nonetheless, feedback with a negative sign or 
threatening content needs to be administered carefully to avoid creating insecu-
rity and defensiveness. Self-efficacy also can be damaged by negative feedback, as 
discovered in a pair of experiments with business students. The researchers con-
cluded, “To facilitate the development of strong efficacy beliefs, managers should 
be careful about the provision of negative feedback. Destructive criticism by man-
agers which attributes the cause of poor performance to internal factors reduces 
both the beliefs of self-efficacy and the self-set goals of recipients.”39

The Recipient’s Cognitive Evaluation of Feedback Upon receiv-
ing feedback, people cognitively evaluate factors such as its accuracy, the credibility 
of the source, the fairness of the system (e.g., performance appraisal system), their 
performance-reward expectancies, and the reasonableness of the standards. Any 
feedback that fails to clear one or more of these cognitive hurdles will be rejected 
or downplayed. Personal experience largely dictates how these factors are weighed. 
For instance, you would probably discount feedback from someone who exaggerates 
or from someone who performed poorly on the same task you have just successfully 
completed. In view of the “trust gap,” discussed in Chapter 11, managerial credibil-
ity is an ethical matter of central importance today. According to the authors of the 
book Credibility: How Leaders Gain and Lose It, Why People Demand It, “without a 
solid foundation of personal credibility, leaders can have no hope of enlisting others 
in a common vision.”40 Managers who have proven untrustworthy and not credible 
have a hard time improving job performance through feedback.

Feedback from a source who apparently shows favoritism or relies on unrea-
sonable behavior standards would be suspect.41 Also, as predicted by expectancy 
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motivation theory, feedback must foster high effort→performance expectancies 
and performance→reward instrumentalities if  it is to motivate desired behavior.

Practical Lessons from Feedback Research
After reviewing dozens of laboratory and field studies of feedback, a trio of OB 
researchers cited the following practical implications for managers:

 The acceptance of feedback should not be treated as a given; it is often mis-• 
perceived or rejected. This is especially true in intercultural situations.

 Managers can enhance their credibility as sources of feedback by developing • 
their expertise and creating a climate of trust.

 Negative feedback is typically misperceived or rejected.• 

 Although very frequent feedback may erode one’s sense of personal control • 
and initiative, feedback is too infrequent in most work organizations.

 Feedback needs to be tailored to the recipient.• 

 While average and below-average performers need extrinsic rewards for per-• 
formance, high performers respond to feedback that enhances their feelings 
of competence and personal control.42

More recent research insights about feedback include the following:

 Computer-based performance feedback leads to greater improvements in • 
performance when it is received directly from the computer system rather 
than via an immediate supervisor.43

 Recipients of feedback perceive it to be more accurate when they actively • 
participate in the feedback session versus passively receiving feedback.44

go to the Web for the Self-Exercise: How Strong Is Your Desire for 
Performance Feedback?

Why was turnover so high? That’s what ITT China 

President William E Taylor wanted to know when 

he visited the Shanghai sales office three years ago. 

The local manager had a simple answer for Taylor, 

then head of ITT’s industrial products division. If the 

sales boss gave workers an average “3” on the 1–5 

performance scale, they’d stop talking to him and in 

some cases, quit shortly after. “They’re losing face in 

the organization,” the manager lamented. “It would be 

great if we could do something about the scores.” 

 It was comments like that, popping up around the 

globe, that helped ITT ultimately make the radical 

 decision to ditch performance ratings altogether. In 

southern Europe, the focus on individual performance 

didn’t sit well with the region’s more “collective ethos,” 

says James Durcan, director of ITT’s talent develop-

ment. And in Scandinavia, where there’s more of “a 

sense of equality between bosses and workers,” says 

Durcan, some workers asked, “What gives you the 

right to rate me a 3?” 

Why is this an ethical matter, in addition to 
being good cross-cultural management?

SOURCE: Reprinted from J McGregor, “Case Study: To Adapt, 

ITT Let’s Go of Unpopular Ratings,” January 28, 2008, issue of 

BusinessWeek by special permission. Copyright © 2008 by The 

McGraw-Hill Companies, Inc.

Culture Trumped Performance Ratings at ITT

REAL WORLD | real people 
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 Destructive criticism tends to cause conflict and reduce motivation.• 45

 “The higher one rises in an organization the less likely one is to receive qual-• 
ity feedback about job performance.”46

Managers who act on these research implications and the trouble signs in Table 9–2 
can build credible and effective feedback systems. 

Our discussion to this point has focused on traditional downward feedback. 
Let us explore a newer and interesting approach to feedback in the workplace.

360-Degree Feedback
The concept of 360-degree feedback involves letting individuals compare their 
own perceived performance with behaviorally specific (and usually anonymous) 
 performance information from their manager, subordinates, and peers. Even out-
siders may be involved in what is sometimes called full-circle  feedback.47

A recent meta-analysis of twenty-four 360- degree feedback studies in which 
the recipients were rated two or more times prompted this helpful conclusion from 

the researchers:

Improvement is most likely to 

occur when feedback indicates 

that change is necessary, recipi-

ents have a positive feedback 

orientation, perceive a need 

to change their behavior, react 

positively to the feedback, be-

lieve change is feasible, set ap-

propriate goals to regulate their 

behavior, and take actions that 

lead to skill and performance 

improvement.48

Top management support and 
an organizational climate of 
openness can help 360-degree 
feedback programs succeed. 
For example,

LO.3360-degree 
feedback

Comparison of 
anonymous feedback 
from one’s superior, 

subordinates, and 
peers with self-

perceptions.

Table 9 –2 Six Common Trouble Signs for Organizational Feedback Systems

1. Feedback is used to punish, embarrass, or put down employees.

2. Those receiving the feedback see it as irrelevant to their work.

3. Feedback information is provided too late to do any good.

4. People receiving feedback believe it relates to matters beyond their control.

5.  Employees complain about wasting too much time collecting and recording feedback data.

6.  Feedback recipients complain about feedback being too complex or difficult to understand.

SOURCE: Adapted from C Bell and R Zemke, “On-Target Feedback,” Training, June 1992, pp 36–44.

A G Lafley, chairman  of Procter & Gamble, has the courage to handle 360-degree 

feedback and the common sense to make changes .
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Procter & Gamble [chairman]  A G Lafley finds out what his employees really think 

about him when he receives the results of his 360-degree feedback  evaluation.

The human resources tool that assesses strengths and weaknesses can be brutally 

honest because it lets a circle of people from executives on down give him anonymous 

performance reviews. The results show that others at P&G think Lafley is impatient. 

Lafley must also test the patience of others, because he is excoriated for being chroni-

cally late to meetings.49 

Research evidence and personal experience lead us to favor anonymity and discour-
age linking 360- degree feedback to pay and promotion decisions.

According to one expert, trust is the issue:

Trust is at the core of using 360-degree feedback to enhance productivity. Trust determines 

how much an individual is willing to contribute for an employer. Using 360 confidentially, 

for developmental purposes, builds trust; using it to trigger pay and personnel decisions 

puts trust at risk.50

Thus, 360-degree feedback definitely has a place in the development of manage-
rial skills, especially in today’s team-based organizations.

How to Give Feedback for Coaching Purposes 
and Organizational Effectiveness
Managers need to keep the following tips in mind when giving feedback as part of 
a comprehensive performance management program:

 Focus on • performance, not personalities.

 Give • specific feedback linked to learning goals and performance outcome goals.

 Channel feedback toward • key result areas for the organization.

 Give feedback as • soon as possible.

 Give feedback to coach • improvement, not just for final results. 

 Base feedback on • accurate and credible information.

 Pair feedback with • clear expectations for improvement.51

go to the Web for the Self-Exercise: What Kind of Feedback Are 
You Getting?

Organizational Reward Systems 
Rewards are an ever-present and always controversial feature of organizational 
life. (Think of the ongoing debate over CEO compensation packages in the 
hundreds of millions of dollars.)52 Some employees see their jobs as the source 
of a paycheck and little else. Others derive great pleasure from their jobs and as-
sociation with coworkers. In fact, according to a Gallup survey, 55% of American 
workers said “they would continue to work even if  they won a lottery jackpot to 
the tune of $10 million.”53 (How about you?) Even volunteers who donate their 
time to charitable organizations, such as the Red Cross, walk away with rewards in 

to the point
What should 
managers do 
to improve 
job perfor-
mance with 
intrinsic and 
extrinsic 
rewards?
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the form of social recognition and pride of having given unselfishly of their time. 
Hence, the subject of organizational rewards includes, but goes far beyond, mon-
etary compensation.54 This section examines key components of organizational 
reward systems to provide a conceptual background for discussing the timely topic 
of pay for performance.

Despite the fact that reward systems vary widely, it is possible to identify and 
interrelate some common components. The model in Figure 9–2 focuses on three 
important components: (1) types of rewards, (2) distribution criteria, and (3) de-
sired outcomes. Let us examine these components. 

Types of Rewards
Financial, material, and social rewards qualify as extrinsic rewards because they 
come from the environment. Psychic rewards, however, are intrinsic rewards because 
they are self-granted. An employee who works to obtain extrinsic rewards, such 
as money or praise, is said to be extrinsically motivated. One who derives pleasure 
from the task itself  or experiences a sense of competence or self- determination is 
said to be intrinsically motivated. The relative importance of extrinsic and  intrinsic 
rewards is a matter of culture and personal tastes.55

Reward Distribution Criteria 
According to one expert on organizational reward systems, three general criteria 
for the distribution of rewards are as follows:

Performance: results• . Tangible outcomes such as individual, group, or orga-
nization  performance; quantity and quality of performance.

Performance: actions and  behaviors• . Such as teamwork, cooperation, risk 
taking,  creativity.

Nonperformance considerations.•  Customary or contractual, where the type of job, 
nature of the work, equity, tenure, level in hierarchy, and so forth are rewarded.56

LO.4

Extrinsic rewards

Financial, material, 
or social rewards 

from the 
environment.

Intrinsic rewards

Self-granted, psychic 
rewards.

Figure 9–2 A General Model of Organizational Reward Systems



“We don’t have medical or a 401(k) but there are treats” 

SOURCE: Harvard Business Review, March 2008, p 82.
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One trend today is toward per-
formance criteria and away from 
nonperformance criteria such as 
seniority. Another trend involves 
mixing reward distribution criteria: 
Westinghouse Electric is a recent 
case in point: “To ensure the rank 
and file get in gear, managers are 
now being graded not just on the 
dollars they generate but also on 
how many customers they’ve spo-
ken to and how many proposals 
they’ve sent out.”57

Desired Outcomes of 
the Reward System
As listed in Figure 9–2, a good reward 
system should attract talented people 
and motivate and satisfy them once 
they have joined the organization. 
Further, a good reward system should foster personal growth and development and keep 
talented people from leaving. A prime example is Tulsa-based QuikTrip: “Employees are 
treated so well at this 24-hour convenience chain—wages, benefits, and training—that 
they stay around for the long haul. More than 200 have been here more than 20 years.”58 

The Building Blocks of Intrinsic Rewards 
and Motivation
As defined earlier, intrinsic rewards are self-granted. But this does 
not leave  management out of the picture. Indeed, there is a great deal 
managers can do to create situations in which employees are more 
likely to experience intrinsic rewards and be intrinsically motivated. 

Kenneth Thomas’s model of intrinsic motivation provides helpful 
direction.59 His model combines the job characteristics model of job 
design (discussed in Chapter 8), the concept of empowerment (dis-
cussed in Chapter 15), and Edward Deci and Richard Ryan’s cog-
nitive evaluation theory. Deci and Ryan contend that people must 
satisfy their needs for autonomy and competence when completing 
a task for it to be intrinsically motivating.60 Thomas uses the con-
cept of building blocks to show managers how to construct the right 
conditions for four basic intrinsic rewards: meaningfulness, choice, 
competence, and progress (see Figure 9–3). Let us examine manage-
ment’s leadership challenges for each building block. 

Leading for Meaningfulness Managers lead for meaning-
fulness by inspiring their employees and modeling desired behaviors. 
Figure 9–3 reveals how managers can accomplish this by helping 
 employees to identify their passions at work and creating an exciting 
organizational vision employees feel connected to. In support of this 

 Actress Emma Watson (Hermione to 

Harry Potter movie fans) is worth 

$20 million, yet leads a simple life and 

plans on college. What would you do 

in her situation?
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Meaningfulness Progress

• Delegated authority
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• Skill recognition
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recommendation, results from Gallup poll surveys show that employees are more 
engaged and productive when they see the connection  between their work and the 
organization’s vision.61 This connection creates a sense of purpose for employees. 
Some jobs are so vital that they inherently foster a strong sense of meaningfulness. 
For example, consider this unique job at America’s largest nuclear power plant 
near Phoenix:

By 6 a.m., Michelle Catts is making her way to the office past guards armed with 

automatic weapons, ultrasensitive X-ray machines, electronic gates and sensors that 

sniff out explosives. . . .

Catts is one of four Nuclear Regulatory Commission inspectors at the plant serv-

ing as government watchdogs to make sure Arizona Public Service Co. finds prob-

lems before they affect safety. . . .

“My job every day is to make sure this plant is operating safely,” Catts said. “That’s 

a pretty important job. It’s a good feeling at the end of the day to know I found im-

portant things to ask about.”62 

Leading for Choice Managers lead for choice by empowering employees 
and delegating meaningful assignments and tasks. This is how Gail Evans, an 
e xecutive vice president at Atlanta-based CNN, feels about leading for choice.

[She] says delegating is essential. If you refuse to let your staff handle their own proj-

ects, you’re jeopardizing their advancement—because they aren’t learning new skills 

and adding successes to their resume—and you’re wasting your precious hours doing 

someone else’s work.  63

Leading for Competence This involves supporting and coaching employ-
ees. Figure 9–3 lists key factors and actions for enhancing a sense of  competence. 
Managers first need to make sure employees have the knowledge needed to suc-
cessfully perform their jobs. Deficiencies can be handled through training and 

Figure 9–3 Thomas’s Building Blocks for Intrinsic Rewards and Motivation

SOURCE: Reprinted with permission of the publisher. From K Thomas, Intrinsic Motivation at Work: Building 

Energy and Commitment. Copyright © 2000 by K Thomas, Berrett-Koehler Publishers, Inc., San Francisco, CA. 

All rights reserved. www.bkconnection.com. 
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mentoring. Providing positive feedback and sincere recognition can also be coupled 
with the assignment of a challenging task to fuel employees’ intrinsic motivation.

Leading for Progress Managers lead for progress by monitoring and 
 rewarding others. Douglas R Conant, CEO of Campbell Soup Company, has 
 engineered a remarkable turnaround and is a good role model in this regard:

The turnaround has been catalyzed by cost-cutting, smart innovations, and a concerted 

effort to reinvigorate the workforce. . . .

Conant hasn’t shaken up a complacent 137-year-old company by being in-your-face. 

He happily gives others credit and deflects praise. He’s not brash. . . . In his time at 

Campbell, he has sent out more than 16,000 hand-written thank-you notes to staffers, 

from the chief investment officer to the receptionist at headquarters—notes often 

found hanging in people’s offices or above their desks. “[In business] we’re trained to 

find things that are wrong, but I try to celebrate what’s right,” says Conant.64

We now direct our attention to extrinsic rewards—money, opportunities, 
and recognition granted by others.

Why Do Extrinsic Rewards Too Often 
Fail to Motivate?

Despite huge investments of time and money for monetary and nonmonetary 
compensation, the desired motivational impact often is not achieved. A manage-
ment consultant/writer offers these eight reasons:

 Too much emphasis on monetary rewards.1. 

 Rewards lack an “appreciation effect.”2. 

 Extensive benefits become entitlements.3. 

 Counterproductive behavior is rewarded. (For example, “a pizza delivery com-4. 

pany focused its rewards on the on-time performance of its drivers, only to 

 discover that it was inadvertently rewarding reckless driving.”65)

 Too long a delay between performance and rewards.5. 

Too many one-size-fits-all rewards.6. 

 Use of one-shot rewards with a short-lived motivational impact.7. 

 Continued use of demotivating practices such as layoffs, across-the-board raises 8. 

and cuts, and excessive executive compensation.66

These stubborn problems have fostered a search for more effective extrinsic re-
ward practices. While a thorough discussion of modern compensation practices67 
is way beyond our present scope, we can explore a general approach to boosting 
the motivational impact of monetary rewards—pay for performance.

Pay for Performance
Pay for performance is the popular term for monetary incentives linking at least 
some portion of the paycheck directly to results or accomplishments. Many refer 
to it simply as incentive pay, while others call it variable pay. “Broad-based vari-
able pay programs are offered by 80% of US companies.”68 The general idea 
behind pay-for-performance schemes—including but not limited to merit pay, bo-
nuses, and profit sharing—is to give employees an incentive for working harder 

LO.5

Pay for 
performance

Monetary incentives 
tied to one’s results 
or accomplishments.
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or smarter. Pay for performance is something 
extra, compensation above and beyond basic wages 
and salaries. Proponents of incentive compensation 
say something extra is needed because hourly wages 
and fixed salaries do little more than motivate 
people to show up at work and put in the required 
hours.69 The most basic form of pay for perfor-
mance is the traditional piece-rate plan, whereby the 
employee is paid a specified amount of money for 
each unit of work. For example, 2,500 artisans at 
Longaberger’s, in Frazeyburg, Ohio, are paid a fixed 
amount for each handcrafted wooden basket they 
weave. Together, they produce 40,000 of the prized 
maple baskets daily.70  Sales commissions, whereby 
a salesperson receives a specified amount of money 
for each unit sold, is another long-standing example 
of pay for performance. Today’s service economy 
is forcing management to creatively adapt and go 
beyond piece rate and sales commission plans to ac-
commodate greater emphasis on product and ser-
vice quality, interdependence, and teamwork.

Current Practices For an indication of cur-
rent practices, see Table 9–3, which is based on a 
survey of 156 US executives.  The lack of clear pat-
terns in Table 9–3 is indicative of the still experimen-
tal nature of incentive compensation today. Much 
remains to be learned from research and practice.

Research Insights According to available expert opinion and research results, 
pay for performance too often falls short of its goal of improved job performance. 
“Experts say that roughly half the incentive plans they see don’t work, victims of poor 
design and administration.”71 In fact, one study documented how incentive pay had a 
negative effect on the performance of 150,000 managers from 500 financially distressed 
companies.72 A meta-analysis of 39 studies found only a modest positive correlation 
between financial incentives and performance quantity and no impact on performance 
quality.73 Other researchers have found only a weak statistical link between large ex-
ecutive bonuses paid out in good years and subsequent improvement in corporate 
profitability.74 Also, in a survey of small business owners, more than half said their com-
mission plans failed to motivate extra effort from their salespeople.75 Linking teachers’ 
merit pay to student performance, a highly-touted school reform idea, has had mixed 
results (see the Real World/Real People feature about teacher pay on page 262 ). 

A study of variable pay plans by Hewitt Associates, a leading human resources 
consulting firm, uncovered this instructive pattern:

[M]ore than one-third (41%) of the companies with single-digit revenue growth said 

the cost outweighed the benefits for them. Not only have the plans failed to improve 

business results for a quarter of these organizations, they have actually led to adverse 

results for 26% of those surveyed.

The situation was reversed, however, for companies experiencing double-digit 

revenue growth. These companies reported that their programs achieved positive 

 outcomes and contributed to business results. “We’ve found that companies achieving 

These folks not only make really cool picnic baskets, they 

actually work inside one! Longaberger’s headquarters 

building in Frazeyburg, Ohio, is a giant replica of the firm’s 

famous maple wood baskets. Each day, 2,500 employees 

who are paid on a piece-rate basis weave 40,000 hand-

crafted baskets. This team of Longaberger employees 

recently won a prestigious quality award for cutting waste 

and improving productivity. 
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high-revenue growth have successful programs because they provide the appropriate 

amount of administrative, communication and monetary support,” says Paul Shafer, a 

business leader for Hewitt. If not implemented well, he says, variable pay “will be seen 

as an entitlement by employees and a substantial loss to employers.”76

Clearly, the pay-for-performance area is still very much up in the air. 

Getting the Most out of Extrinsic Rewards 
and Pay for Performance

Based on what we have learned to date,77 here is a workable plan for maximizing 
the motivational impact of extrinsic rewards:

Tie praise, recognition, and noncash awards to • specific results.

Make pay for performance an integral part of the organization’s basic strat-• 
egy (e.g., pursuit of best-in-the-industry product or service quality).

Base incentive determinations on objective performance data.• 

Have all employees actively participate in the development, implementation, • 
and revision of the performance-pay formulas.

Encourage two-way communication so problems with the incentive plan will • 
be detected early.

LO.6

Table 9–3 The Use and Effectiveness of Modern Incentive Pay Plans

PLAN TYPE PRESENTLY HAVE RATED HIGHLY EFFECTIVE

Annual bonus  74%  20%

Special one-time spot awards (after the fact) 42 38

Individual incentives 39 27

Long-term incentives (executive level) 32 44

Lump-sum merit pay 28 19

Competency-based pay 22 31

Profit-sharing (apart from retirement program) 22 43

Profit-sharing (as part of retirement program) 22 46

ESOP* stock plan 21 33

Suggestion/proposal programs 17 19

Team-based pay 15 29

Long-term incentives (below executive levels) 13 43

Skill-/knowledge-based pay 12 58

Group incentives (not team-based) 11 24

Pay for quality  9 29

Gainsharing  8 38

Special key-contributor programs (before the fact)  7 55

*Employee stock ownership plan.

SOURCE: From “Incentive Pay Plans: Which Ones Work . . . and Why?” April 2001 HRfocus. This was originally published in IOMA’s 

HRfocus newsletter and is republished here with the express written permission of IOMA. Copyright © 2009. Further use of,  electronic 

distribution, or reproduction of this material requires the permission of IOMA. For more information, go to www.ioma.com.
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Build pay-for-performance plans around participative structures such as • 
suggestion systems or problem-solving teams.

Reward teamwork and cooperation whenever possible.• 

Actively sell the plan to supervisors and middle managers who may view • 
employee participation as a threat to their traditional notion of authority.

If  annual cash bonuses are granted, pay them in a lump sum to maximize • 
their motivational impact.

Selectively use creative noncash rewards to create buzz and excitement.• 

At least eight states are moving away from a traditional 

pay model, which increases salaries based on seniority 

and advanced degrees. . . . In dozens of districts, test 

scores already have earned teachers more money. . . .

• In Chicago, teachers at a handful of schools can 

earn up to $8,000 in annual bonuses for improved 

scores, while mentor teachers and “lead teachers” 

can earn an extra $7,000 or $15,000, respectively.

In Nashville, middle-school math teachers can earn • 

up to $15,000 based on student performance.

Do such plans work? A research center launched at 

Vanderbilt University to study performance pay has 

found mostly promising, if limited, results. . . .

 Teachers are sharply divided. A survey . . . found 

88% support bonuses for those who agree to work in 

hard-to-staff schools; 35% support them for improved 

test scores. Many say they don’t trust test scores to 

accurately reflect their efforts.  

What is your position on this pay-for-
 performance issue? Explain.

SOURCE: Excerpted from G Toppo, “Teachers Take Test 

Scores to Bank,” USA Today, October 22, 2008, p 1A. For more, 

see D Jones, “CEOs Split on Paying for Good Grades,” USA Today, 

September 11, 2008, pp 1B–2B .

Should Teachers’ Pay Be Tied to Student Performance?

REAL WORLD | real  people 

go to the Web for the Group Exercise:  Rewards, Rewards, Rewards

Positive Reinforcement 
Feedback and extrinsic reward programs too often are ineffective because they are 
administered in haphazard ways.78 For example, consider these scenarios:

A young programmer stops e-mailing creative suggestions to his boss be-• 
cause she never responds.

LO.7to the point
What role 
does positive 
reinforce-
ment play 
in  behavior 
shaping?

In some schools, teachers’ pay is directly 

linked to their students’ ability to score 

well on tests. Is that a good idea?
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The office politician gets a great promotion while her more skilled cowork-• 
ers scratch their heads and gossip about the injustice.

In the first instance, a productive behavior faded away for lack of encourage-
ment. In the second situation, unproductive behavior was unwittingly rewarded. 
Feedback and rewards need to be handled more precisely. Fortunately, the field 
of behavioral psychology can help. Thanks to the pioneering work of Edward 
L Thorndike, B F Skinner, and many others, a behavior modification technique 
called positive reinforcement helps managers achieve needed discipline and desired 
effect when providing feedback and granting extrinsic rewards.

Thorndike’s Law of Effect
During the early 1900s, Edward L Thorndike observed in his psychology labora-
tory that a cat would behave randomly and wildly when placed in a small box with 
a secret trip lever that opened a door. However, once the cat accidentally tripped 
the lever and escaped, the animal would go straight to the lever when placed back in 
the box. Hence, Thorndike formulated his famous law of effect, which says behav-
ior with favorable consequences tends to be repeated, while behavior with  unfavorable 
consequences tends to disappear.79 This was a dramatic departure from the prevail-
ing notion a century ago that behavior was the product of inborn instincts.

Skinner’s Operant Conditioning Model 
Skinner refined Thorndike’s conclusion that behavior is controlled by its con-
sequences. Skinner’s work became known as 
behaviorism because he dealt strictly with observ-
able behavior.80 As a behaviorist, Skinner believed 
it was pointless to explain behavior in terms of 
unobservable inner states such as needs, drives, 
 attitudes, or thought processes.81 He similarly put 
little stock in the idea of self- determination.

In his 1938 classic, The Behavior of Organisms, 
Skinner drew an important distinction between 
the two types of behavior: respondent and operant 
behavior.82 He labeled unlearned reflexes, or stimu-
lus–response (S–R) connections, respondent behav-

ior. This category of behavior was said to describe 
a very small proportion of adult human behavior. 
Examples of respondent behavior would include 
shedding tears while peeling onions and reflexively 
withdrawing one’s hand from a hot stove.83 Skinner 
attached the label operant behavior to behavior that 
is learned when one “operates on” the environment 
to produce desired consequences. Some call this 
the response–stimulus (R–S) model. Years of con-
trolled experiments with pigeons in “Skinner boxes” 
helped Skinner develop a sophisticated technology 
of behavior control, or operant conditioning. For 
example, he taught pigeons how to pace figure-
eights and how to bowl by reinforcing the under-
weight (and thus hungry) birds with food whenever 

Law of effect

Behavior with 
favorable 
consequences is 
repeated; behavior 
with unfavorable 
consequences 
disappears.

Respondent 
behavior

Skinner’s term for 
unlearned stimulus– 
response reflexes.

Operant behavior

Skinner’s term 
for learned, 
consequence-shaped 
behavior.

Renowned behavioral psychologist B F Skinner and your 

co-author Bob Kreitner met and posed for a snapshot at an 

Academy of Management meeting in Boston. As a behaviorist, 

Skinner preferred to deal with observable behavior and its 

antecedents and consequences in the environment rather 

than with inner states such as attitudes and cognitive pro-

cesses. Professor Skinner was a fascinating man who left a 

permanent mark on modern psychology.
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they more closely approximated target behaviors. Skinner’s work spawned the field 
of behavior modification and has significant  implications for OB because the vast 
majority of organizational behavior falls into the operant category.84

Contingent Consequences
Contingent consequences, according to Skinner’s operant theory, control behav-
ior in four ways: positive reinforcement, negative reinforcement, punishment, and 
extinction. The term contingent means there is a systematic if-then linkage between 
the target behavior and the consequence. Remember Mom (and Pink Floyd) say-
ing something to this effect: “If  you don’t finish your dinner, you don’t get dessert” 
(see Figure 9–4)? To avoid the all-too-common mislabeling of these consequences, 
let us review some formal definitions. 

Positive Reinforcement Strengthens Behavior Positive 

reinforcement is the process of strengthening a behavior by contingently present-
ing something pleasing. (Importantly, a behavior is strengthened when it increases 
in frequency and weakened when it decreases in frequency.) A design engineer who 
works overtime because of praise and recognition from the boss is responding to 
positive reinforcement.85

A corporate culture built on positive reinforcement can foster loyalty, hard 
work, and creativity. This is especially true in hard economic times, as exemplified 
by JM Family Enterprises in Deerfield Beach, Florida:

Amid falling sales, many intensely loyal employees at this privately held Toyota distribu-

tor volunteered to forgo bonuses. CEO Colin Brown rejected their offers and paid out 

bonuses, but asked for their support in cutting costs elsewhere in the company.86

Negative Reinforcement Also Strengthens Behavior Negative 

reinforcement is the process of strengthening a behavior by contingently with-
drawing something displeasing. For example, an army sergeant who stops yelling 
when a recruit jumps out of bed has negatively reinforced that particular behavior. 

LO.8Positive 
reinforcement

Making behavior 
occur more often 

by contingently 
presenting 

something positive.

Negative 
reinforcement

Making behavior 
occur more often 

by contingently 
withdrawing 

something negative.

Figure 9–4 Contingent Consequences in Operant Conditioning
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Similarly, the behavior of clamping our hands over our ears when watching a 
jumbo jet take off  is negatively reinforced by relief  from the noise. Negative rein-
forcement is often confused with punishment. But the two strategies have opposite 
effects on behavior. Negative reinforcement, as the word reinforcement indicates, 
strengthens a behavior because it provides relief  from an unpleasant situation.

Punishment Weakens Behavior Punishment is the process of weaken-
ing behavior through either the contingent presentation of something displeasing 
or the contingent withdrawal of something positive. A manager assigning a tardy 
employee to a dirty job exemplifies the first type of punishment. Docking a tardy 
employee’s pay is an example of the second type of punishment, called  response 
cost punishment. Legal fines involve response cost punishment. Salespeople who 
must make up any cash register shortages out of their own pockets are being man-
aged through response cost punishment. Ethical questions can and should be 
raised about this type of on-the-job punishment.87

Extinction Also Weakens Behavior Extinction is the weakening of a 
behavior by ignoring it or making sure it is not reinforced. Getting rid of a former 
boyfriend or girlfriend by refusing to answer his or her phone calls is an extinction 
strategy. A good analogy for extinction is to imagine what would happen to your 
houseplants if  you stopped watering them. Like a plant without water, a behavior 
without occasional reinforcement eventually dies. Although very different processes, 
both punishment and extinction have the same weakening effect on behavior.

Schedules of Reinforcement 
As just illustrated, contingent consequences are an important determinant of 
 future behavior. The timing of  behavioral consequences can be even more impor-
tant. Based on years of tedious laboratory experiments with pigeons in highly 
controlled environments, Skinner and his colleagues discovered distinct patterns 
of responding for various schedules of reinforcement.88

Although some of their conclusions can be generalized to negative reinforce-
ment, punishment, and extinction, it is best to think only of positive reinforce-
ment when discussing schedules.

Continuous Reinforcement Every instance of a target behavior is reinforced 
when a continuous reinforcement (CRF) schedule is in effect. For instance, when your 
television set is operating properly, you are reinforced with a picture every time you 
turn it on (a CRF schedule). But, as with any CRF schedule of reinforcement, the 
behavior of turning on the television will undergo rapid extinction if the set breaks.

Intermittent reinforcement Unlike CRF schedules, intermittent rein-

forcement involves reinforcement of some but not all instances of a target behavior. 
Four subcategories of intermittent schedules are fixed and variable ratio schedules 
and fixed and variable interval schedules. Reinforcement in ratio schedules is con-
tingent on the number of responses observed. Interval reinforcement is tied to the 
passage of time. Some common examples of the four types of intermittent rein-
forcement are as follows:

 Fixed ratio• —piece-rate pay; bonuses tied to the sale of a fixed number of units.

 Variable ratio• —slot machines that pay off after a variable number of lever 
pulls; lotteries that pay off after the purchase of a variable number of tickets.

 Fixed interval• —hourly pay; annual salary paid on a regular basis.

Punishment

Making behavior 
occur less often 
by contingently 
presenting 
something negative 
or withdrawing 
something positive.
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of behavior.
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 Variable interval• —random supervisory praise and pats on the back for 
 employees who have been doing a good job.

Scheduling Is Critical The schedule of reinforcement can more powerfully 
influence behavior than the magnitude of reinforcement. Although this propo-
sition grew out of experiments with pigeons, subsequent on-the-job research 
confirmed it. Consider, for example, a field study of 12 unionized beaver trap-
pers employed by a lumber company to keep the large rodents from eating newly 
planted tree seedlings.89

The beaver trappers were randomly divided into two groups that alternated 
weekly between two different bonus plans. Under the first schedule, each trapper 
earned his regular $7 per hour wage plus $1 for each beaver caught. Technically, 
this bonus was paid on a CRF schedule. The second bonus plan involved the regu-
lar $7 per hour wage plus a one-in-four chance (as determined by rolling the dice) 
of receiving $4 for each beaver trapped. This second bonus plan qualified as a 
variable ratio (VR-4) schedule. In the long run, both incentive schemes averaged 
out to a $1-per-beaver bonus. Surprisingly, however, when the trappers were under 
the VR-4 schedule, they were 58% more productive than under the CRF schedule, 
despite the fact that the net amount of pay averaged out the same for the two 
groups during the 12-week trapping season.

Work Organizations Typically Rely on the Weakest Schedule 
 Generally, variable ratio and variable interval schedules of reinforcement produce 
the strongest behavior that is most resistant to extinction. As gamblers will at-
test, variable schedules hold the promise of reinforcement after the next target 
r esponse. For example, the following drama at a Laughlin, Nevada, gambling ca-
sino is one more illustration of the potency of variable ratio reinforcement:

An elderly woman with a walker had lost her grip on the slot [machine] handle and 

had collapsed on the floor.

“Help,” she cried weakly.

The woman at the machine next to her interrupted her play for a few seconds to 

try to help her to her feet, but all around her the army of slot players continued feeding 

coins to the machines.

A security man arrived to soothe the woman and take her away.

“Thank you,” she told him appreciatively.

“But don’t forget my winnings.”90

Organizations without at least some variable reinforcement are less likely to prompt 
this type of dedication to task. A good example is Zappos, the Las Vegas–based 
online retailer, where “any employee can give any other employee a $50 bonus for 
a job well done.”91

Unfortunately, time-based pay schemes such as hourly wages and yearly sala-
ries that rely on the weakest schedule of reinforcement (fixed interval) are still the 
rule in today’s workplaces. In fact, according to the US Bureau of Labor Statistics, 
“59 percent of U.S. workers are paid by the hour.”92 

Behavior Shaping
Have you ever wondered how trainers at aquarium parks manage to get bottle-
nosed dolphins to do flips, killer whales to carry people on their backs, and seals 

LO.9
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to juggle balls? The results are seemingly magical. Actually, a mundane learning 
process called shaping is responsible for the animals’ antics.

Two-ton killer whales, for example, have a big appetite, and they find buckets 
of fish very reinforcing. So if  the trainer wants to ride a killer whale, he or she 
reinforces very basic behaviors that will eventually lead to the whale being rid-
den. The killer whale is contingently reinforced with a few fish for coming near 
the trainer, then for being touched, then for putting its nose in a harness, then 
for being straddled, and eventually for swimming with the trainer on its back. In 
effect, the trainer systematically raises the behavioral requirement for reinforce-
ment.93 Thus, shaping is defined as the process of reinforcing closer and closer 
approximations to a target behavior.

Shaping works very well with people, too, especially in training and quality 
programs involving continuous improvement. Praise, recognition, and instructive 
and credible feedback cost managers little more than moments of their time. Yet, 
when used in conjunction with learning goals and a behavior-shaping program, 
these consequences can efficiently foster significant improvements in job perfor-
mance.The key to successful behavior shaping lies in reducing a complex target 
behavior to easily learned steps and then faithfully (and patiently) reinforcing any 
improvement. For example, Continental Airlines used a cash bonus program to 
improve its on-time arrival record from one of the worst in the industry to one of 
the best. Employees originally were promised a $65 bonus each month Continental 
earned a top-five ranking. Now it takes a second- or third-place ranking to earn 
the $65 bonus and a $100 bonus awaits employees when they achieve a number 
one ranking.94 (Table 9–4 lists practical tips on shaping.) 

Shaping

Reinforcing 
closer and closer 
approximations to a 
target behavior.

Table 9–4 Ten Practical Tips for Shaping Job Behavior

 1.  Accommodate the process of behavioral change. Behaviors change in gradual stages, not in broad, sweep-

ing motions.

 2.  Define new behavior patterns specifically. State what you wish to accomplish in explicit terms and in 

small amounts that can be easily grasped.

 3.  Give individuals feedback on their performance.  A once-a-year performance appraisal is not sufficient.

 4.  Reinforce behavior as quickly as possible.

 5.  Use powerful reinforcement.  To be effective, rewards must be important to the employee —not to the 

manager.

 6.  Use a continuous reinforcement schedule. New behaviors should be reinforced every time they occur.  

This reinforcement should continue until these behaviors become habitual.

 7.  Use a variable reinforcement schedule for maintenance. Even after behavior has become habitual, it still 

needs to be rewarded, though not necessarily every time it occurs.

 8.  Reward teamwork—not competition. Group goals and group rewards are one way to encourage coop-

eration in situations in which jobs and performance are interdependent.

 9.  Make all rewards contingent on performance.

10.  Never take good performance for granted. Even superior performance, if left unrewarded, will eventually 

deteriorate.

SOURCE: Adapted from A T Hollingsworth and D Tanquay Hoyer, “How Supervisors Can Shape Behavior,” Personnel Journal, May 

1985, pp 86, 88.
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Summary of Key Concepts

Define the term1.  performance management, distin-

guish between learning goals and performance outcome 

goals, and explain the three-step goal-setting process. 

 Performance management is a continuous cycle of im-

proving individual job performance with goal setting, 

feedback and coaching, and rewards and positive rein-

forcement. Learning goals encourage learning, creativ-

ity, and skill development. Performance outcome goals 

target specified end-results. The three-step goal-setting 

process includes (1) set goals that are SMART—

specific, measurable, attainable, results oriented, and 

time bound; (2) promote goal commitment with clear 

explanations, participation, and supportiveness; 

(3) provide support and feedback by providing 

 information, needed training, and knowledge of 

results.

Identify the two basic functions of feedback, and specify 2. 

at least three practical lessons from feedback research. 

Feedback, in the form of objective information about 

performance, both instructs and motivates. Feedback 

is not automatically accepted as intended, especially 

negative feedback. Managerial credibility can be 

 enhanced through expertise and a climate of trust. 

Feedback must not be too frequent or too scarce 

and must be tailored to the individual. Feedback 

directly from computers is effective.  Active participa-

tion in the feedback session helps people perceive 

feedback as more accurate. The quality of feedback 

received  decreases as one moves up the organizational 

hierarchy.

Define 360-degree feedback, and summarize how to 3. 

give good feedback in a performance  management 

program. A focal person receives anonymous 

360- degree feedback from subordinates, the manager, 

peers, and selected others such as customers or sup-

pliers. Good feedback is tied to performance goals 

and clear  expectations, linked with specific behavior 

or results, reserved for key result areas, given as soon 

as possible, provided for improvement as well as for 

final results, focused on performance rather than on 

personalities, and based on accurate and credible 

information.

Distinguish between extrinsic and intrinsic rewards, and 4. 

explain the four building blocks of intrinsic rewards and 

motivation. Extrinsic rewards—including pay, material 

goods, and social recognition—are granted by oth-

ers. Intrinsic rewards are psychic rewards, such as a 

sense of competence or a feeling of accomplishment, 

that are self-granted and experienced internally. Ac-

cording to Thomas’s model, the four basic intrinsic 

rewards are meaningfulness, choice, competence, and 

progress. Managers can boost intrinsic motivation 

by letting employees work on important whole tasks 

(meaningfulness), delegating and trusting (choice), 

providing challenge and feedback (competence), and 

collaboratively celebrating improvement (progress).

Summarize the reasons why extrinsic rewards often fail 5. 

to motivate employees. Extrinsic reward systems can 

fail to motivate employees for these reasons: over-

emphasis on money, no appreciation effect, benefits 

become entitlements, wrong behavior is rewarded, 

rewards are delayed too long, use of one-size-fits-all 

rewards, one-shot rewards with temporary impact, and 

demotivating practices such as layoffs.

Discuss how managers can generally improve extrinsic 6. 

reward and pay-for-performance plans. They need to 

be strategically anchored, based on quantified per-

formance data, highly participative, actively sold to 

supervisors and middle managers, and teamwork 

 oriented. Annual bonuses of significant size are 

helpful.

State Thorndike’s law of effect, and explain Skinner’s 7. 

distinction between respondent and operant behavior. 

According to Edward L Thorndike’s law of effect, 

behavior with favorable consequences tends to be re-

peated, while behavior with unfavorable consequences 

tends to disappear. B F Skinner called unlearned 

stimulus–response reflexes respondent behavior. He 

 applied the term operant behavior to all behavior 

learned through experience with environmental 

consequences.

Define positive reinforcement, negative reinforcement, 8. 

punishment, and extinction, and distinguish between 

continuous and intermittent schedules of reinforcement. 

Positive and negative reinforcement are consequence 

management strategies that strengthen behavior, 

whereas punishment and extinction weaken behavior. 

These strategies need to be defined objectively in terms 

of their actual impact on behavior frequency, not sub-

jectively on the basis of intended impact.

Every instance of  a behavior is reinforced with 

a continuous reinforcement (CRF) schedule. Under 

intermittent reinforcement schedules—fixed and vari-

able ratio or fixed and variable interval—some, rather 

than all, instances of  a target behavior are reinforced. 

Variable schedules produce the most extinction-

 resistant behavior.

Demonstrate your knowledge of behavior shaping9. . 

Behavior shaping occurs when closer and closer ap-

proximations of  a target behavior are reinforced. In 

effect, the standard for reinforcement is made more 

difficult as the individual learns. The process begins 

with continuous reinforcement, which gives way to 

intermittent reinforcement when the target behavior 

becomes strong and habitual.
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OB in Action Case Study

 The Employee Whisperer95

At the suburban Philadelphia offices of  Kenexa, people 
grin at one another all day long. Sometimes they hug. 
Bright posters of  the company’s guiding principles dot 
the walls: YOU’RE ALLOWED TO LAUGH YOUR 
WAY THROUGH A PROBLEM and  MAKING 
FRIENDS REPLACES OUR ORGANIZATIONAL 
HIERARCHY. The CEO, Rudy Karsan, spouts odd 
koanlike talk: “The world is like a roomful of  jars. Every 
time you open a jar, there’s untold treasure in there.”

Ah, but there’s treasure in such psychobabble. 
Kenexa is the leading human-resources-services com-
pany in America. Sixty percent of the Fortune 100, 
including Caterpillar, General Motors, Time Warner, 
and Wachovia, hire Kenexa to help get inside the 
minds of their employees and build worker loyalty. 
It has what analysts say is the sector’s most sophisti-
cated data-crunching software, as well as a squad of 
 scientists—statisticians and industrial and organiza-
tional psychologists—to help turn correlations into ac-
tion plans as well as profit: Kenexa’s revenue has tripled 
since its 2005 IPO [initial public offering of stock], to 
$182 million. In HR [human resources], a discipline 
viewed by workers at most companies as unhelpful at 
best and horrendous at worst, the company’s secret is its 
Cyndi Lauper– like conviction that employees just want 
to have fun.

According to Kenexa, turnover among managers who 
feel pride in their company is 21% lower than among 
those who don’t. Adds the Kenyan-born, Canadian-
educated Karsan: “When you’re in a job that you enjoy 
and you’re good at, you’re not just a better worker. You’re 
a better spouse, a better parent, a better citizen.”

But this isn’t just about group hugs. Kenexa’s scien-
tists do interviews and surveys to learn what inspires 
employees. (Managers: Apparently, employees love 

sessions where you just listen to them.) Its industry-
leading software runs the data through sophisticated 
algorithms, identifying correlations and possible causa-
tions. Then Kenexa devises strategies to improve work 
environments and recruit, evaluate, and keep talent. 
For example, after studying several service industries, 
Kenexa recently developed a program in which poten-
tial hires use avatars to act out scenarios—from remem-
bering the proper arrangement of items in a hotel room 
to making judgment calls about inebriated drinkers at 
a bar—to measure how naturally engaged an applicant 
would be on the job.

But first, Kenexa has to get itself  hired. When 
Aetna’s HR head for business operations, Craig Hurty, 
first approached Aetna CEO Ronald Williams about 
measuring employee motivation, Williams had just one 
question: How does it change financial performance? 
Kenexa’s researchers presented statistics showing that 
companies with higher satisfaction scores had 700% 
higher shareholder return. “When I sent those results 
to our CEO, I was up in his office that same day, and 
we spent half  an hour going through the results,” 
Hurty says.

Karsan notes that knowing employees are passionate 
is pointless if  a company doesn’t know how to exploit the 
passion. Kenexa’s software helps suggest action plans 
drawn partly from a 4,000-client database of what has 
worked in the past for its highest-scoring clients. Last 
year, the company took on a huge and complex case at 
Boeing, where it drilled down to departmental groups 
as small as 30 people and delivered tailored plans di-
rectly to the company’s 15,000 managers. “It used to be 
that we’d take the survey, we’d look at the results, every-
body would say, ‘Oh, that’s nice,’ and we’d put it on the 
shelf  where it would gather dust until we did the next 
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Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner

Ethical Dilemma

Rewarding and Motivating Employees by Ignoring 
Their Unethical Actions96

Using company resources to work on personal projects, 
especially on company time, is a no-no for employees 
in most organizations. But supervisors often operate in 
what I call a gray zone, turning a blind eye to such of-
ficially forbidden behavior. They realize that stamping 
it out may do more harm than good, because many em-
ployees have a deep-seated need to engage in it.

My three-year study of an aeronautic manufacturing 
plant with 4,000 workers gave me insight into why gray 
zones persist in work settings. Employees produced per-
sonal artifacts such as kitchen utensils, toys for their kids, 
and window frames, using company time and materials. 
Managers overlooked all this, because they could count 
on people when official work needed to be cranked out.

Consider the similar case of a competent, productive 
junior editor at a newspaper who works on her novel at 
the office. Despite company policies prohibiting this, her 
boss winks at the habit. By tolerating the editor’s behavior, 

the supervisor holds on to a loyal, self-motivated, and 
engaged worker. 

How Should Managers Respond 
to This Issue?

Let’s be practical, this is a good commonsense mo-1. 

tivational practice in today’s workplaces. Explain 
your ethical reasoning.

This practice is okay on a case-by-case basis. 2. 

Explain how managers should selectively enforce a 
“no personal work on company time” policy.

This is bad management because it serves to condone 3. 

and even encourage unethical conduct. Clear ethical 
rules against doing personal work on company time 
need to be written, promulgated, and enforced. Agree 
or disagree? Explain.

Invent other options. Explain and discuss.4. 

one,” says John Messman, Boeing’s employee-relations 
director. Today, he says, everyone from the CEO down 
to division managers discusses not just scores, but also 
strategies to goose engagement.

Karsan says Kenexa “sells its own dog food in-
ternally.” Everything from recognition programs to 
in-house competitions to the corporate structure is con-
stantly subject to employee feedback, and everything is 
meant to boost involvement and loyalty.

Kenexa draws a line straight from its employees’ be-
havior to its success. The company now has offices in 
18 countries, including a newly opened 25-acre research 
campus in India. “It doesn’t matter where in the world 
you go,” he explains. “Through their work, people find 
dignity.” 

Questions for Discussion
What makes a workplace “fun?” What are your 1. 

personal on-the-job experiences with productivity-
enhancing fun? Describe them.

Why do Kenexa’s leaders have no excuses when it 2. 

comes to creating a productive performance man-
agement program?

If you worked as a salesperson for Kenexa, what 3. 

would be the key talking points in your sales pitch?

In terms of Thomas’s four building blocks in 4. 

Figure 9–3, how would you rate Kenexa’s potential 
for generating intrinsic motivation? Explain. 

Would you like to work at Kenexa? Why or why not?5. 
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Chapter 10
Group Dynamics

When you finish studying the material in this chapter, you should be able to:

Identify the four sociological criteria of a group, and discuss the impact 
of social networking on group dynamics.

Describe the five stages in Tuckman’s theory of group development, and 
discuss the threat of group decay.

Distinguish between role conflict and role ambiguity.

Contrast roles and norms, and specify four reasons norms are enforced 
in organizations.

Distinguish between task and maintenance roles in groups.

Summarize the practical contingency management implications for 
group size.

Discuss why managers need to carefully handle mixed-gender task groups.

Describe groupthink, and identify at least four of its symptoms.

Define social loafing, and explain how managers can prevent it.

LO.1

LO.2

LO.3

LO.4

LO.5

LO.6

LO.7

LO.8

LO.9

LEARNING OBJECTIVES



Student Resources for Studying Chapter 10

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

Businesses have been teching-up customer Web sites 

with blogs, videos, rating tools, and other interactive 

features for years. But it’s the rare employer that puts 

the same tools to work inside the company.

That’s where the McLean, Va.-based bank and finan-

cial services company Capital One stands out.

Impressed by explosive growth of social networking 

sites such as Facebook, MySpace, and YouTube, Capital 

One added similar collaborative technologies to the 

company’s own intranet, Oneplace, in 2007–08.

“We noticed that the workplace was not as collab-

orative as it could be,” says Matt Schuyler, Capital One’s 

chief human resources officer. “We wanted a way to 

encourage open and honest dialogue.” . . .

Earlier generation Web sites, including most corpo-

rate intranets, allowed only select administrators to 

add content. Material usually has to pass muster with 

top brass and then be specially formatted and coded to 

be readable by a Web browser.

But so-called Web 2.0 technologies—the hallmark 

of social networking sites including Facebook—allow 

virtually anyone with access to the site to instanta-

neously contribute and make changes. By integrat-

ing similar technology into Oneplace, Capital One’s 

[human resource]  team transformed the organization’s 

site from a static tool—mostly housing HR materials 

from benefits forms and training schedules to the em-

ployee handbook—to a lively forum for employees to 

post, share, and critique ideas. . . .

The Capital One employee directory serves as the 

cornerstone of Oneplace.

In line with Facebook and MySpace, the site allows 

staff members to post personal profiles and photos. 

Currently, about 2,000 employees list themselves, in-

cluding descriptions of their job duties and areas of 

expertise. . . .

Employees can search the ever-growing site using a 

Google-type search engine.

As Schuyler sees it, online collaboration fits in with 

Capital One’s management philosophy.

“We view work not as a place you go, but a thing you 

do,” he says, noting that the company has a tradition of 

supporting flexible workplaces since many employees 

work at home or from more than one office.

In such an environment, he says, online communica-

tion, including state-of-the-art collaborative tools, be-

come a business imperative.

Schuyler admits the idea of giving employees un-

fettered access to the intranet raises some eyebrows 

among corporate traditionalists, including the compa-

ny’s lawyers. But concerns about hurtful, inappropriate, 

or potentially inflammatory postings have so far been 

unwarranted—in part because each posting includes 

the author’s name.

“Collaborative technology is self-policing,” says 

Schuyler. “If someone writes something inappropriate, 

the next person has something to say about it.”

Schuyler maintains that the success of the enhanced 

intranet is reflected in employees’ growing reliance on 

it and by the feedback employees are encouraged to 

provide. A recent survey found that in the previous 

month, 96 percent of employees used Oneplace at least 

once and the typical employee visited the site 14 differ-

ent days and accessed 85 pages of content. Meanwhile, 

the site’s developers are using a model known as “agile 

development” that allows them to roll out features 

online resources
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gradually and make improvements to the system based 

on user feedback. 

For Capital One, Schuyler adds, this collaborative 

process is a natural extension of the culture.1  

Organizations, by definition, are collections of people constantly interacting 
to achieve something greater than individuals could accomplish on their own. 
Research consistently reveals the importance of social skills for both individual 
and organizational success. For example, a recent study of 1,040 managers em-
ployed by 100 manufacturing and service organizations in the United States found 
15 reasons why managers fail in the face of rapid change. The top two reasons 
were “ineffective communication skills/practices” and “poor work relationships/
interpersonal skills.”2 Relationships do matter in the workplace, as acknowledged 
by Capital One’s lively social networking intitiative.

Management, as defined in Chapter 1, involves getting things done with and 
through others. Experts say managers need to build social capital with four key so-
cial skills: social perception, impression management, persuasion and social influ-
ence, and social adaptability (see Table 10–1).3  How polished are your social skills? 
Where do you need improvement? Daniel Goleman recommends an expanded 
form of emotional intelligence he calls social intelligence, “being intelligent not 
just about our relationships but also in them.”4

Let us begin by defining the term group as a prelude to examining types of 
groups, functions of group members, social networking in the workplace, and the 
group development process. Our attention then turns to group roles and norms, 
the basic building blocks of group dynamics. Effects of group structure and mem-
ber characteristics on group outcomes are explored next. Finally, three serious 

FOR DISCUSSION

How important is social networking in your life and, 

in general, is it a net plus or minus for workplace 

productivity?

Table 10 –1 Key Social Skills Managers Need for Building Social Capital

SOCIAL SKILL DESCRIPTION TOPICAL LINKAGES IN THIS TEXT

Social perception Ability to perceive accurately

  the emotions, traits, motives,

and intentions of others

•  Individual differences, Chapters 5 and 6

• Emotional intelligence, Chapter 5

• Social perception, Chapter 7

• Employee motivation, Chapters 8 and 9

Impression 

  management

Tactics designed to induce liking

  and a favorable first impression

by others

• Impression management, Chapter 15

Persuasion and social 

 influence

Ability to change others’

  attitudes or behavior in desired 

directions

•  Influence tactics and social power, 

Chapter 15

• Leadership, Chapter 16

Social adaptability Ability to adapt to, or feel

  comfortable in, a wide range

of social situations

• Cultural intelligence, Chapter 4

• Managing change, Chapter 18

SOURCE: Columns 1 and 2 excerpted from R A Baron and G D Markman, “Beyond Social Capital: How Social Skills Can Enhance 

Entrepreneurs’ Success,” Academy of Management Executive, February 2000, table 1, p 110.
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threats to group effectiveness are discussed. (This chapter serves as a foundation 
for our discussion of teams and teamwork in the following chapter.)

Groups and Social Networking  
Groups and teams are inescapable features of modern life.5 College students are 
often teamed with their peers for class projects. Parents serve on community advi-
sory boards at their local schools. Managers find themselves on product planning 
committees and productivity task forces. Productive organizations simply cannot 
function without gathering individuals into groups and teams. But as personal ex-
perience shows, group effort can bring out both the best and the worst in people. 
A marketing department meeting, where several people excitedly brainstorm and 
refine a creative new advertising campaign, can yield results beyond the capabilities 
of individual contributors. Conversely, committees have become the butt of jokes 
(e.g., a committee is a place where they take minutes and waste hours; a camel is a 
horse designed by a committee) because they all too often are plagued by lack of 
direction and by conflict. Modern managers need a solid understanding of groups 
and group processes so as to both avoid their pitfalls and tap their vast potential. 
Moreover, the huge and growing presence of the Internet and modern communica-
tion technologies—with their own unique networks of informal and formal social 
relationships—is a major challenge for profit-minded business managers.

Although other definitions of groups exist, we draw from the field of sociology 
and define a group as two or more freely interacting individuals who share collec-
tive norms and goals and have a common identity.6 Figure 10–1 illustrates how the 
four criteria in this definition combine to form a conceptual whole.  Organizational 
psychologist Edgar Schein shed additional light on this concept by drawing in-
structive distinctions between a group, a crowd, and an organization:

The size of a group is thus limited by the possibilities of mutual interaction and mutual 

awareness. Mere aggregates of people do not fit this definition because they do not  interact 

LO.1 to the point
What can 
managers do 
about social 
networking 
technology 
blurring the 
line between 
formal and 
informal 
groups?

Group

Two or more freely 
interacting people 
with shared norms 
and goals and a 
common identity.

Figure 10 –1 Four Sociological Criteria of a Group
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and do not perceive themselves to be a group even if they are aware of each other as, for 

instance, a crowd on a street corner watching some event.  A total department, a union, 

or a whole organization would not be a group in spite of thinking of themselves as “we,” 

because they generally do not all interact and are not all aware of each other. However, 

work teams, committees, subparts of departments, cliques, and various other informal 

associations among organizational members would fit this definition of a group.7

Take a moment now to think of various groups of which you are a member. 
Does each of your groups satisfy the four criteria in Figure 10–1?

Formal and Informal Groups
Individuals join groups, or are assigned to groups, to accomplish various pur-
poses. If  the group is formed by a manager to help the organization accomplish 
its goals, then it qualifies as a formal group. Formal groups typically wear such 
labels as work group, project team, committee, corporate board, or task force. An 
informal group exists when the members’ overriding purpose of getting together 
is friendship or common interests. Although formal and informal groups often 
overlap, such as a team of corporate auditors heading for the tennis courts after 
work, some employees are not friends with their coworkers.8 Off-the-job informal 
groups can be a very important source of emotional support, especially in hard 
times. This recent gathering in San Francisco is a good case in point:

 One by one, they answer the question: What’s your favorite holiday dish? When all 

eight are through, an imaginary feast fills an austere white room that buzzes with the 

hum of a neon light.

“We should swap recipes,” says Gary Sanchez, 43. “We may not have jobs, but at 

least we’ll be well-fed.”

The group breaks into laughter. It’s a welcome emotion.

This is not a summit of would-be chefs but a session of Job Club, a weekly gathering 

of area unemployed whose mission is to both soothe nerves frayed by layoffs as well 

as help steer those assembled back to a steady paycheck.

Such informal gatherings have always existed, typically sponsored by church groups 

and local career centers. But the economic collapse has placed renewed importance 

on this homespun salve, one that some attendees describe as a lifeline out of anger, 

fear and loneliness.9

Functions of Formal Groups
Researchers point out that formal groups fulfill two basic functions: organizational 
and individual. The various functions are listed in Table 10–2.  Complex combina-
tions of these functions can be found in formal groups at any given time.

For example, consider what Mazda’s new American employees experienced 
when they spent a month working in Japan before the opening of the firm’s Flat 
Rock, Michigan, plant:

After a month of training in Mazda’s factory methods, whipping their new Japanese 

buddies at softball and sampling local watering holes, the Americans were fired up. . . . 

[A maintenance manager] even faintly praised the Japanese practice of holding group 

calisthenics at the start of each working day: “I didn’t think I’d like doing exercises every 

morning, but I kind of like it.”10

While Mazda pursued the organizational functions it wanted—interdependent 
teamwork, creativity, coordination, problem solving, and training—the American 

Formal group

Formed by the 
organization.

Informal group

Formed by friends 
or those with 

common interests.
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workers benefited from the individual functions of formal groups. Among those 
benefits were affiliation with new friends, enhanced self-esteem, exposure to the 
Japanese social reality, and reduction of anxieties about working for a foreign-owned 
company. In short, Mazda created a workable blend of organizational and individ-
ual group functions by training its newly hired American employees in Japan.

Social Networking Is Blurring the Formal/
Informal Boundaries
Social relationships are complex, alive, and dynamic. They have little regard for  arbitrary 
boundaries. The desirability of overlapping formal and informal groups is problem-
atic. Some managers firmly believe personal friendship fosters  productive teamwork 
on the job while others view workplace “bull sessions” as a serious threat to produc-
tivity. Both situations are common, and it is the manager’s job to strike a  workable 
balance, based on the maturity and goals of the people involved. Additionally, there is 
the ethics-laden issue of managers being friends with the people they oversee. 

The Social Networking Revolution For many years, the term network-
ing simply meant building a modest list of personal and professional contacts. But 
thanks to Internet innovations such as e-mail, blogs, MySpace, Facebook, and 
LinkedIn, the age of social networking has arrived.11 The traditional notion of net-
working has gone hyper. Why settle for a static list of  contacts when you can have 
instant and comprehensive interaction with countless thousands? But technology 
is running far ahead of precise definition, research, and organizational policies.

PC Magazine offers this working definition of  social networking site (SNS):

 A Web site that provides a virtual community for people interested in a particular 

subject or just to “hang out” together. Members create their own online “profile” with 

biographical data, pictures, likes, dislikes and any other information they choose to post. 

They  communicate with each other by voice, chat, instant message, videoconference 

Social networking 
site (SNS)

A Web-enabled 
community of 
people who 
share all types of 
information.

Table 10 –2 Formal Groups Fulfill Organizational and Individual Functions

ORGANIZATIONAL FUNCTIONS INDIVIDUAL FUNCTIONS

1.   Accomplish complex, interdependent tasks that 

are beyond the capabilities of individuals.

1.  Satisfy the individual’s need for  affiliation.

2.  Generate new or creative ideas and solutions. 2.  Develop, enhance, and confirm the individual’s 

self-esteem and sense of identity.

3.  Coordinate interdepartmental efforts. 3.  Give individuals an opportunity to test and share 

their perceptions of social reality.

4.  Provide a problem-solving mechanism for com-

plex problems requiring varied information and 

assessments.

4.  Reduce the individual’s anxieties and feelings of 

insecurity and  power lessness.

5. Implement complex decisions. 5.  Provide a problem-solving mechanism for per-

sonal and interpersonal problems.

6. Socialize and train newcomers.

SOURCE: Adapted from E H Schein, Organizational Psychology, 3rd ed (Englewood Cliffs, NJ: Prentice Hall, 1980), pp 149–51.
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and blogs, and the service typically provides a way for members to contact friends of 

other members.12

Members of a SNS may or may not know each other on a face-to-face basis and 

SNS use is dominated by, but not restricted to, young people. According to a recent 

Pew Research Center survey, 75% of online users ages 18–24 and 30% of online users 

ages 35–44 have at least one profile on a SNS.13

As SNSs continue to mushroom and new applications such as Twitter emerge,14 or-
ganizational leaders generally have been left scratching their heads. Their unanswered 
questions abound: How can we profit from this? How can we embrace and/or control 
it? (See the Real World/Real People feature on page 279.) Is it a good or bad thing 
(see the Ethical Dilemma at end of this chapter)? What are the implications of this 
massive connectivity for productivity, privacy, harassment, confidentiality, protection 
of intellectual property, and information systems security? Social networking truly is 
the Wild West of organizational life, with mostly unanswered questions and unknown 
consequences.15 The lines between formal and informal groups have been blurred al-
most beyond recognition. Still, managers need to establish some boundaries.  

Should Managers Be Friends with Those Who Report to Them? 
 One long-standing group dynamics dilemma magnified by the social networking 
revolution involves manager-employee friendships. In their BusinessWeek column, 
Jack and Suzy Welch offered this sound advice:

 . . . you don’t need to be friends with your subordinates, as long as you share the same 

values for the business. But if you are friends with them, lucky you. Working with people 

you really like for 8 or 10 hours a day adds fun to everything.

That said, remember that boss-subordinate friendships live or die because of one 

thing: complete, unrelenting candor. Candor is imperative in any working relationship, 

but it’s especially necessary when there’s a social aspect involved. You don’t want your 

liking someone’s personality to automatically communicate that you like his or her 

performance. You may, but performance evaluations have to come in a distinct and 

separate set of conversations at work—as often as four times a year—in which you sit 

down with your subordinate, put the shared laughs from last weekend’s barbecue in the 

corner, and talk about what’s expected and what has been delivered.

Do these candid conversations require a certain ability to compartmentalize? You 

bet they do. But when you recognize that fact and practice discipline, confident you’re 

being fair to everyone, you should be able to enjoy one of work’s best built-in perks: 

hanging out with friends.16 

Add compartmentalizing to the list of essential managerial social skills in the age 
of social networking.

The Group Development Process 
Groups and teams in the workplace go through a maturation process, such as 
one would find in any life-cycle situation (e.g., humans, organizations, prod-
ucts). While there is general agreement among theorists that the group develop-
ment process occurs in identifiable stages, they disagree about the exact number, 
 sequence, length, and nature of  those stages.17 One oft-cited model is the one 
proposed in 1965 by educational psychologist Bruce W Tuckman. His original 
model involved only four stages (forming, storming, norming, and performing). 

LO.2to the point
Why is it 
important 
to know 
the stages 
of group 
development 
when creat-
ing effective 
work groups 
and teams?
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. . . [B]logs, it turns out, are just one of the do-it-

yourself tools to emerge on the Internet. Vast social 

networks such as Facebook and MySpace offer people 

new ways to meet and exchange information. Sites like 

LinkedIn help millions forge important work relation-

ships and alliances. New applications pop up every 

week. While only a small slice of the population wants 

to blog, a far larger swath of humanity is eager to make 

friends and contacts, to exchange pictures and music, 

to share activities and ideas. 

 These social connectors are changing the dynamics 

of companies around the world. Millions of us are now 

hanging out on the Internet with customers, befriend-

ing rivals, clicking through pictures of our boss at a 

barbecue, or seeing what she read at the beach. It’s as 

if the walls around our companies are vanishing and 

old org charts are lying on their sides. 

 This can be disturbing for top management, who 

are losing control, at least in the traditional sense. 

Workers can fritter away hours on YouTube. They 

can use social networks to pillory a colleague or leak 

secrets. That’s the downside, and companies that don’t 

adapt are sure to get lots of it. 

 But there’s an upside to the loss of control. 

Ambitious workers use these tools to land new deals 

and to assemble global teams for collaborative proj-

ects. The potential for both better and worse is huge, 

and it’s growing. . . . .  

 Work and Leisure, colleague and rival; they all blend 

on these networks.

What is your personal experience with the 
positives and negatives of social networking? 
What ethical red flags do you see for the 
workplace? Explain.

SOURCE: Excerpted from S Baker and H Green, “Beyond Blogs,” 

June 2, 2008, issue of BusinessWeek by special permission. Copyright 

© 2008 by The McGraw-Hill Companies, Inc .

For Better or for Worse, Social Networking Is Breaking Down Walls

REAL WORLD | real  people

The five-stage model in Figure 10–2 evolved when Tuckman and a doctoral stu-
dent added “adjourning” in 1977.18  A word of  caution is in order. Somewhat 
akin to Maslow’s need hierarchy theory, Tuckman’s theory has been repeated and 
taught so often and for so long that many have come to view it as documented 
fact, not merely a theory. Even today, it is good to remember Tuckman’s own 
caution that his group development model was derived more from group therapy 
sessions than from natural-life groups. Still, many in the OB field like Tuckman’s 
five-stage model of  group development because of  its easy-to-remember labels 
and commonsense appeal.

Five Stages
Let us briefly examine each of the five stages in Tuckman’s model. Notice in 
Figure 10–2 how individuals give up a measure of their independence when they join 
and participate in a group. Also, the various stages are not necessarily of the same 

For better or for worse, social networking sites like 

Facebook and MySpace are impacting group dynamics in the 

workplace.
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duration or intensity. For instance, the storming stage may be practically nonexis-
tent or painfully long, depending on the goal clarity and the commitment and matu-
rity of the members. You can make this process come to life by relating the various 
stages to your own experiences with work groups, committees, athletic teams, social 
or religious groups, or class project teams. Some group happenings that surprised 
you when they occurred may now make sense or strike you as inevitable when seen 
as part of a natural development process.

Stage 1:  Forming During this ice-breaking stage, group members tend to be 
uncertain and anxious about such things as their roles, who is in charge, and the 
group’s goals. Mutual trust is low, and there is a good deal of  holding back to 
see who takes charge and how. If  the formal leader (e.g., a supervisor) does not 
assert his or her authority, an emergent leader will eventually step in to fulfill the 
group’s need for leadership and direction. Leaders typically mistake this honey-
moon period as a mandate for permanent control. But later problems may force 
a leadership change.19

Stage 2: Storming This is a time of testing. Individuals test the leader’s poli-
cies and assumptions as they try to determine how they fit into the power  structure. 
Subgroups take shape, and subtle forms of rebellion, such as procrastination, 

Figure 10 –2 Tuckman’s Five-Stage Theory of Group Development
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occur. Many groups stall in stage 2 because power politics 
erupts into open rebellion.20

Stage 3: Norming Groups that make it through stage 2 
generally do so because a respected member, other than the 
leader, challenges the group to resolve its power struggles so 
something can be accomplished. Questions about authority 
and power are resolved through unemotional, matter-of-fact 
group discussion. A feeling of team spirit is experienced be-
cause members believe they have found their proper roles. 
Group cohesiveness,  defined as the “we feeling” that binds 
members of a group together, is the principal by-product 
of stage 3.21 (For a good laugh, see the golfing explanation 
below the photo.)

Stage 4: Performing Activity during this vital stage is 
focused on solving task problems. As members of a mature 
group, contributors get their work done without hamper-
ing others. There is a climate of open communication, strong 
cooperation, and lots of helping behavior. Conflicts and job 
boundary disputes are handled constructively and efficiently. 
Cohesiveness and personal commitment to group goals help 
the group achieve more than could any one individual acting 
alone. According to a pair of group development experts,

the group structure can become flexible and adjust to fit the require-

ments of the situation without causing problems for the members. 

Influence can shift depending on who has the particular expertise 

or skills required for the group task or activity. Subgroups can work 

on special problems or subproblems without posing threats to the 

authority or cohesiveness of the rest of the group.22

Stage 5: Adjourning The work is done; it is time to 
move on to other things. Having worked so hard to get along 
and get something done, many members feel a compelling 
sense of loss. The return to independence can be eased by 
rituals celebrating “the end” and “new beginnings.” Parties, 
award ceremonies, graduations, or mock funerals can pro-
vide the needed punctuation at the end of a significant group 
project. Leaders need to emphasize valuable lessons learned 
in group dynamics to prepare everyone for future group and 
team efforts.

Group Development: Research 
and Practical Implications
A growing body of group development research provides managers with some 
practical insights.

Group 
cohesiveness

A “we feeling” 
binding group 
members together.

A Fortune article examined the question, Why 

do people love to mix golf and business? (Hint: 

It’s all about group dynamics.):

Ask people why they golf with business asso-

ciates, and the answer is always the same: It’s 

a great way to build relationships.  They say 

this far more about golf than about going to 

dinner or attending a baseball game, and for 

good reason. Indeed, this may be the central 

fact about corporate golf, though it’s rarely 

said:  When people golf together, they see one 

another humiliated.  At least 95% of all golf-

ers are terrible, which means that in 18 holes 

everyone in the foursome will hit a tree, take 

three strokes in one bunker, or four-putt, with 

everyone else watching. Bonding is simply a 

matter of people jointly going through adver-

sity, and a round of golf will furnish plenty of 

it. Of course it’s only a game, but of course it 

isn’t, so the bonds can be surprisingly strong.  

And what’s that worth?   

SOURCE: G Colvin, “Why Execs Love Golf,” 

Fortune, April 30, 2001, p 46.
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Extending the Tuckman Model: Group Decay An interesting study 
of 10 software development teams, ranging in size from 5 to 16 members, en-
hanced the practical significance of Tuckman’s model.23 Unlike Tuckman’s labo-
ratory groups who worked together only briefly, the teams of software engineers 
worked on projects lasting years. Consequently, the researchers discovered more 
than simply a five-stage group development process. Groups were observed actu-
ally shifting into reverse once Tuckman’s “performing” stage was reached, in what 
the researchers called group decay. In keeping with Tuckman’s terminology, the 
three observed stages of group decay were labeled “de-norming,” “de-storming,” 
and “de-forming.” These additional stages take shape as follows:

 • De-norming. As the project evolves, there is a natural erosion of standards of 
conduct. Group members drift in different directions as their interests and 
expectations change.

 • De-storming. This stage of group decay is a mirror opposite of the storming 
stage. Whereas disagreements and conflicts arise rather suddenly during the 
storming stage, an undercurrent of discontent slowly comes to the surface 
during the de-storming stage. Individual resistance increases and cohesive-
ness declines.

 • De-forming. The work group literally falls apart as subgroups battle for 
control. Those pieces of the project that are not claimed by individuals or 
subgroups are abandoned. “Group members begin isolating themselves from 
each other and from their leaders. Performance declines rapidly because the 
whole job is no longer being done and group members little care what hap-
pens beyond their self-imposed borders.”24

The primary management lesson from this study is that group leaders should 
not become complacent upon reaching the performing stage. According to the 
researchers: “The performing stage is a knife edge or saddle point, not a point of 
static equilibrium.”25 Awareness is the first line of defense. Beyond that, construc-
tive steps need to be taken to reinforce norms, bolster cohesiveness, and reaffirm 
the common goal—even when work groups seem to be doing their best.

Feedback Another fruitful study was carried out by a pair of Dutch social 
psychologists. They hypothesized that interpersonal feedback would vary system-
atically during the group development process. “The unit of feedback measured 
was a verbal message directed from one participant to another in which some aspect 
of behavior was addressed.”26 After collecting and categorizing 1,600 instances of 
feedback from four different eight-person groups, they concluded the following:

 Interpersonal feedback increases as the group develops through successive • 
stages.

 As the group develops, positive feedback increases and negative feedback • 
decreases.

 Interpersonal feedback becomes more specific as the group develops.• 

 The credibility of peer feedback increases as the group develops.• 27

These findings hold important lessons for managers. The content and delivery of 
interpersonal feedback among work group or committee members can be used as 
a gauge of whether the group is developing properly. For example, the onset of 
stage 2 (storming) will be signaled by a noticeable increase in negative feedback. 
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Effort can then be directed at generating specific, positive feedback among the 
members so the group’s development will not stall. Our discussion of feedback in 
Chapter 9 is helpful in this regard.

Deadlines Field and laboratory studies found uncertainty about deadlines to 
be a major disruptive force in both group development and intergroup relations. The 
practical implications of this finding were summed up by the researcher as follows:

Uncertain or shifting deadlines are a fact of life in many organizations. Interdependent or-

ganizational units and groups may keep each other waiting, may suddenly move deadlines 

forward or back, or may create deadlines that are known to be earlier than is necessary 

in efforts to control erratic workflows. The current research suggests that the conse-

quences of such uncertainty may involve more than stress, wasted time, overtime work, 

and intergroup conflicts. Synchrony in group members’ expectations about deadlines 

may be critical to groups’ abilities to accomplish successful transitions in their work.28

Thus, effective group management involves clarifying not only tasks and goals, 
but schedules and deadlines as well. When group members accurately perceive 
important deadlines, the pacing of work and timing of interdependent tasks tend 
to be more efficient.

Leadership Styles Along a somewhat different line, experts in the area 
of leadership contend that different leadership styles are needed as work groups 
develop.

In general, it has been documented that leadership behavior that is active, aggressive, 

directive, structured, and task-oriented seems to have favorable results early in the 

group’s history. However, when those behaviors are maintained throughout the life of 

the group, they seem to have a negative impact on cohesiveness and quality of work. 

Conversely, leadership behavior that is supportive, democratic, decentralized, and par-

ticipative seems to be related to poorer functioning in the early group development 

stages. However, when these behaviors are maintained throughout the life of the group, 

more productivity, satisfaction, and creativity result.29

The practical punch line here is that managers are advised to shift from a directive 
and structured leadership style to a participative and supportive style as the group 
develops.30

go to the Web for the Self-Exercise: Is This a Mature Work Group 
or Team?

Roles and Norms: Social Building Blocks 
for Group and Organizational Behavior 
Work groups transform individuals into functioning organizational members 
through subtle yet powerful social forces.31 These social forces, in effect, turn “I” 
into “we” and “me” into “us.” Group influence weaves individuals into the organi-
zation’s social fabric by communicating and enforcing both role expectations and 

to the point 
What are roles 
and norms 
and how do 
they affect 
workplace 
behavior?
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norms. We need to understand roles and norms if  we are to effectively manage 
group and organizational behavior.

Roles
Four centuries have passed since William Shakespeare had his character Jaques 
speak the following memorable lines in Act II of As You Like It: “All the world’s a 
stage, And all the men and women merely players; They have their exits and their 
entrances; And one man in his time plays many parts.” This intriguing notion of 
all people as actors in a universal play was not lost on 20th-century sociologists 
who developed a complex theory of human interaction based on roles. According 
to an OB scholar, “roles are sets of behaviors that persons expect of occupants 
of a position.”32 Role theory attempts to explain how these social expectations 
influence employee behavior. This section explores role theory by analyzing a role 
episode and defining the terms role overload, role conflict, and role ambiguity.

Role Episodes A role episode, as illustrated in Figure 10–3, consists of a 
snapshot of the ongoing interaction between two people.  In any given role epi-
sode, there is a role sender and a focal person who is expected to act out the role. 
Within a broader context, one may be simultaneously a role sender and a focal 
person. For the sake of social analysis, however, it is instructive to deal with sepa-
rate role episodes.

Role episodes begin with the role sender’s perception of the relevant organiza-
tion’s or group’s behavioral requirements. Those requirements serve as a standard 
for formulating expectations for the focal person’s behavior. The role sender then 
cognitively evaluates the focal person’s actual behavior against those expectations. 
Appropriate verbal and behavioral messages are then sent to the focal person to 
pressure him or her into behaving as expected. A recent meta-analysis of the re-
sults from 160 different studies involving 77,954 employees confirmed that posi-
tive and negative peer pressure powerfully influence role performance.33 This is how 
Westinghouse used a carrot-and-stick approach to communicate role expectations:

The carrot is a plan, that . . . rewarded 134 managers with options to buy 764,000 

shares of stock for boosting the company’s financial performance.

The stick is quarterly meetings that are used to rank managers by how much their 

operations contribute to earnings per share. The soft-spoken . . . [chairman of the board] 

Roles

Expected behaviors 
for a given position.

Figure 10–3 A Role Episode

SOURCE: Adapted in part from R L Kohn, D M Wolfe, R P Quinn, and J D Snoek, Organizational Stress: Studies in 

Role Conflict and Ambiguity, 1981 ed. (Malabar, FL: Robert E Krieger Publishing, 1964), p 26.
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doesn’t scold. He just charts in green the results of the sectors that have met their goals 

and charts the laggards in red. Peer pressure does the rest. Shame “is a powerful tool,” 

says one executive.34

On the receiving end of the role episode, the focal person accurately or in-
accurately perceives the communicated role expectations and modeled behavior. 
Various combinations of role overload, role conflict, and role ambiguity are then 
experienced. (These three outcomes are defined and discussed in the following sec-
tions.) The focal person then responds constructively by engaging in problem solv-
ing, for example, or destructively because of undue tension, stress, and strain.

Role Overload According to organizational psychologist Edgar Schein, role 

overload occurs when “the sum total of what role senders expect of the focal person 
far exceeds what he or she is able to do.”35 Students who attempt to handle a full 
course load and maintain a decent social life while working 30 or more hours a week 
know full well the consequences of role overload. As the individual tries to do more 
and more in less and less time, stress mounts and personal  effectiveness slips.

Role Conflict Have you ever felt like you are being torn apart by 
the conflicting demands of those around you? If  so, you are a victim of role con-
flict. Role conflict is experienced when “different members of the role set expect 
 different things of the focal person.”36 Managers often face conflicting demands 
between work and family, as discussed in Chapter 6. Women tend to experience 
greater work-versus-family role conflict than men because they typically shoulder 
more of the household and child care duties. In a telephone survey of 1,009 adults 
in the United States, 81% of the women said they do most of the cooking, while 
39% of the men claimed to handle the cooking. And who usually cleans up after 
meals? Seventy-eight percent of the women said they do, while 54% of the men 
took credit for that chore.37 Employees in single-person households have their own 
version of role conflict between work and outside interests. (See the Real World/
Real People feature on page 286 .)  

Role conflict also may be experienced when internalized values, ethics, or per-
sonal standards collide with others’ expectations. For instance, an otherwise ethical 
production supervisor may be told by a superior to “fudge a little” on the quality 
control reports so an important deadline will be met. The resulting role conflict 
forces the supervisor to choose between being loyal but unethical or ethical but 
disloyal. Tough ethical choices such as this mean personal turmoil, interpersonal 
conflict, and even resignation. Consequently, experts say business schools should 
do a better job of weaving ethics education into their course requirements.38

Role Ambiguity Those who experience role conflict may have trouble com-
plying with role demands, but they at least know what is expected of them. Such 
is not the case with role ambiguity, which occurs when “members of the role set 
fail to communicate to the focal person expectations they have or information 
needed to perform the role, either because they do not have the information or 
 because they deliberately withhold it.”39 In short, people experience role ambigu-
ity when they do not know what is expected of them. Organizational new comers 
often complain about unclear job descriptions and vague promotion criteria. 
According to role theory, prolonged role ambiguity can foster job dissatisfaction, 
erode self-confidence, and hamper job performance. 

As might be expected, role ambiguity varies across cultures. In a 21-nation 
study, people in individualistic cultures were found to have higher role ambiguity 

Role overload

Others’ expectations 
exceed one’s ability.
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Role conflict
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Others’ 
expectations 
are unknown.
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than people in collectivist cultures.40 In other words, people in collectivist or “we” 
cultures had a clearer idea of others’ expectations. Collectivist cultures make sure 
everyone knows their proper place in society. People in individualistic “me” cul-
tures, such as the United States, may enjoy more individual discretion, but com-
paratively less input from others has its price—namely, greater role ambiguity.

As mentioned earlier, these role outcomes typically are experienced in some 
combination, usually to the detriment of the individual and the organization. In 
fact, a study in Israel documented lower job performance when employees experi-
enced a combination of role conflict and role ambiguity.41 

In my research and coaching work over the past two 

decades, I have met many people who feel unfulfilled, 

overwhelmed, or stagnant because they are forsaking 

performance in one or more aspects of their lives. 

They aren’t bringing their leadership abilities to bear in 

all of life’s domains—work, home, community, and self 

(mind, body, and spirit). Of course, there will always be 

some tension among the different roles we play. But, 

contrary to the common wisdom, there’s no reason to 

assume that it’s a zero-sum game. It makes more sense 

to pursue excellent performance as a leader in all four 

domains—achieving what I call “four-way wins”—not 

trading off one for another but finding mutual value 

among them.

 This is the main idea in a program called Total 

Leadership that I teach at the Wharton School [the 

University of Pennsylvania’s Business School] and at 

companies and workshops around the world. “Total” 

because it’s about the whole person and “Leadership” 

because it’s about creating sustainable change to 

benefit not just you but the most important people 

around you.

 Scoring four-way wins starts by taking a clear 

view of what you want from and can contribute to 

each domain of your life, now and in the future, with 

thoughtful consideration of the people who matter 

most to you and the expectations you have for one 

another. This is followed by systematically designing and 

implementing carefully crafted experiments—doing 

something new for a short period to see how it affects 

all four domains. If an experiment doesn’t work out, 

you stop or adjust, and little is lost. If it does work out, 

it’s a small win; over time these add up so that your 

overall efforts are focused increasingly on what and 

who matter most. Either way, you learn more about 

how to lead in all parts of your life.

Any useful advice here for you? Explain.

SOURCE: Reprinted by permission of Harvard Business Review. 

Excerpt from “Be a Better Leader, Have a Richer LIfe,” by S D 

Friedman, April 2008. Copyright 2008 by the Haravard Business 

School Publishing Corrporation; all rights  rese rvevd. 

Take Charge of the Role Conflict in Your Busy Life 

REAL WORLD | real people

go to the Web for the Self-Exercise: Measuring Role Conflict and Role 
Ambiguity

Role overload and role conflict are common today. How can 

you keep perspective and balance in your life?
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Norms
Norms are more encompassing than roles. While roles involve behavioral expecta-
tions for specific positions, norms help organizational members determine right 
from wrong and good from bad. According to one respected team of manage-
ment consultants: “A norm is an attitude, opinion, feeling, or action—shared by 
two or more people—that guides their behavior.”42 Although norms are typically 
unwritten and seldom discussed openly, they have a powerful influence on group 
and organizational behavior.43 PepsiCo Inc., for instance, has evolved a norm that 
equates corporate competitiveness with physical fitness. According to observers,

[l]eanness and nimbleness are qualities that pervade the company. When Pepsi’s brash 

young managers take a few minutes away from the office, they often head straight for 

the company’s physical fitness center or for a jog around the museum-quality sculptures 

outside of PepsiCo’s Purchase, New York, headquarters.44

At PepsiCo and elsewhere, group members positively reinforce those who ad-
here to current norms with friendship and acceptance. On the other hand, noncon-
formists experience criticism and even ostracism, or rejection by group members. 
Anyone who has experienced the “silent treatment” from a group of friends knows 
what a potent social weapon ostracism can be.45 Norms can be put into proper 
perspective by understanding how they develop and why they are enforced.

How Norms Are Developed Experts say norms evolve in an informal man-
ner as the group or organization determines what it takes to be effective. Generally 
speaking, norms develop in various combinations of the following four ways:

 Explicit statements by supervisors or coworkers.1.  For instance, a group leader 

might explicitly set norms about not drinking (alcohol) at lunch.

 Critical events in the group’s history.2.  At times there is a critical event in the group’s 

history that establishes an important precedent. (For example, a key recruit may 

have decided to work elsewhere because a group member said too many nega-

tive things about the organization. Hence, a norm against such “sour grapes” 

behavior might evolve.)

 Primacy.3.  The first behavior pattern that emerges in a group often sets group 

expectations. If  the first group meeting is marked by very formal interaction be-

tween supervisors and employees, then the group often expects future meetings 

to be conducted in the same way.

 Carryover behaviors from past situations.4.  Such carryover of individual behaviors 

from past situations can increase the predictability of group members’ behaviors 

in new settings and facilitate task accomplishment. For instance, students and 

professors carry fairly constant sets of expectations from class to class.46

We would like you to take a few moments and think about the norms that are 
currently in effect in your classroom. List the norms on a sheet of paper. Do these 
norms help or hinder your ability to learn? Norms can affect performance either 
positively or negatively.

Why Norms Are Enforced Norms tend to be enforced by group mem-
bers when they

 Help the group or organization survive.• 

 Clarify or simplify behavioral expectations.• 

LO.4
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 Help individuals avoid embarrassing situations.• 

 Clarify the group’s or organization’s central values and/or unique identity.• 47

Working examples of each of these four situations are presented in Table 10–3.   

Relevant Research Insights 
and Managerial Implications
Although instruments used to measure role conflict and role ambiguity have ques-
tionable validity,48 two separate meta-analyses indicated that role conflict and role 
ambiguity negatively affected employees. Specifically, role conflict and role ambiguity 
were associated with job dissatisfaction, tension and anxiety, lack of organizational 
commitment, intentions to quit, and, to a lesser extent, poor job performance.49

The meta-analyses’ results hold few surprises for managers. Generally, be-
cause of the negative association reported, it makes sense for management to re-
duce both role conflict and role ambiguity. In this endeavor, managers can use 
feedback, formal rules and procedures, directive leadership, setting of specific 
(difficult) goals, and participation. Managers also can use the mentoring process 
discussed in Chapter 3 to reduce role conflict and ambiguity.

Regarding norms, a recent set of laboratory studies involving a total of 1,504 
college students as subjects has important implications for workplace diversity 
programs. Subjects in groups where the norm was to express prejudices, condone 
discrimination, and laugh at hostile jokes tended to engage in these undesirable 
behaviors. Conversely, subjects tended to disapprove of prejudicial and discrimi-
natory conduct when exposed to groups with more socially acceptable norms.50 So, 
once again, Mom and our teachers were right when they warned us about the dan-
gers of hanging out with “the wrong crowd.” Managers who want to build strong 

Table 10 –3 Four Reasons Norms Are Enforced

NORM REASON FOR ENFORCEMENT EXAMPLE

“Make our department look 

  good in top management’s 

eyes.”

Group/organization 

  survival

After vigorously defending the vital role 

  played by the Human Resources 

Management Department at a divisional 

meeting, a staff specialist is complimented 

by her boss.

“Success comes to those 

  who work hard and 

don’t make waves.”

Clarification of behavioral

 expectations

A senior manager takes a young  associate 

  aside and cautions him to be a bit more 

patient with coworkers who see things 

 differently.

“Be a team player, not a 

 star.”

Avoidance of

 embarrassment

A project team member is ridiculed by her 

  peers for dominating the discussion during 

a progress report to top management.

“Customer service is our 

 top priority.”

Clarification of central

 values/unique identity

Two sales representatives are given a surprise 

  Friday afternoon party for having received 

prestigious best-in-the-industry customer 

service awards from an industry association.
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diversity programs need to cultivate favorable role models and group norms. Poor 
role models and antisocial norms need to be identified and weeded out.

Group Structure and Composition 
Work groups of varying size are made up of individuals with varying ability and 
motivation.51 Moreover, those individuals perform different roles, on either an as-
signed or voluntary basis. No wonder some work groups are more productive than 
others. No wonder some committees are tightly knit while others wallow in con-
flict. In this section, we examine three important dimensions of group structure and 
composition: (1) functional roles of group members, (2) group size, and (3) gender 
composition. Each of these dimensions alternatively can enhance or hinder group 
effectiveness, depending on how it is managed.

Functional Roles Performed by Group Members
As described in Table 10–4, both task and maintenance roles need to be performed 
if  a work group is to accomplish anything.52 

to the point 
How do task 
and mainte-
nance roles 
vary and 
what does 
research tell 
us about 
group size 
and mixed-
gender 
groups?

Table 10 – 4 Functional Roles Performed by Group Members

TASK ROLES DESCRIPTION

Initiator Suggests new goals or ideas.

Information seeker/giver Clarifies key issues.

Opinion seeker/giver Clarifies pertinent values.

Elaborator  Promotes greater understanding through examples or exploration of 

  implications.

Coordinator Pulls together ideas and suggestions.

Orienter Keeps group headed toward its stated goal(s).

Evaluator  Tests group’s accomplishments with various criteria such as logic and 

 practicality.

Energizer Prods group to move along or to accomplish more.

Procedural technician  Performs routine duties (e.g., handing out materials or rearranging seats).

Recorder  Performs a “group memory” function by documenting discussion and outcomes.

MAINTENANCE ROLES DESCRIPTION

Encourager  Fosters group solidarity by accepting and praising various points of view.

Harmonizer Mediates conflict through reconciliation or humor.

Compromiser Helps resolve conflict by meeting others half way.

Gatekeeper Encourages all group members to participate.

Standard setter Evaluates the quality of group processes.

Commentator  Records and comments on group processes/dynamics.

Follower Serves as a passive audience.

SOURCE: Adapted from discussion in K D Benne and P Sheats, “Functional Roles of Group Members,” Journal of Social Issues, Spring 

1948, pp 41– 49.
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Task versus  Maintenance Roles Task roles enable the work 
group to define, clarify, and pursue a common purpose. Meanwhile, mainte-

nance roles foster supportive and constructive interpersonal relationships. In 
short, task roles keep the group on track while maintenance roles keep the 
group together. A project team member is performing a task function when 
he or she stands at an update meeting and says, “What is the real issue here? 
We don’t seem to be getting anywhere.” Another individual who says, “Let’s 
hear from those who oppose this plan,” is performing a maintenance function. 
Importantly, each of  the various task and maintenance roles may be played in 
varying combinations and sequences by either the group’s leader or any of  its 
members.

Checklist for Managers The task and maintenance roles listed in 
Table 10–4 can serve as a handy checklist for managers and group leaders who 
wish to ensure proper group development. Roles that are not always performed 
when needed, such as those of coordinator, evaluator, and gatekeeper, can be per-
formed in a timely manner by the formal leader or assigned to other members. 
The task roles of initiator, orienter, and energizer are especially important be-
cause they are goal-directed roles. Research studies on group goal setting confirm 
the motivational power of challenging goals. As with individual goal setting (in 
Chapter 9), difficult but achievable goals are associated with better group results.53 
Also in line with individual goal-setting theory and research, group goals are more 
 effective if  group members clearly understand them and are both individually and 
collectively committed to achieving them. Initiators, orienters, and energizers can 
be very helpful in this regard.

International managers need to be sensitive to cultural differences regarding 
the relative importance of task and maintenance roles. In Japan, for example, cul-
tural tradition calls for more emphasis on maintenance roles, especially the roles 
of harmonizer and compromiser:

Courtesy requires that members not be conspicuous or disputatious in a meeting 

or classroom. If two or more members discover that their views differ—a fact that 

is tactfully taken to be unfortunate—they adjourn to find more information and to 

work toward a stance that all can accept. They do not press their personal opinions 

through strong arguments, neat logic, or rewards and threats.  And they do not hesitate 

to shift their beliefs if doing so will preserve smooth interpersonal relations. (  To lose 

is to win.)54

Group Size
How many group members is too many? The answer to this deceptively simple 
question has intrigued managers and academics for years. Folk wisdom says 
“two heads are better than one” but that “too many cooks spoil the broth.” 
Recent employee survey evidence shows 3-person work groups to be the most 
popular (54%), followed by groups of  4 or more (27%) and 2-person groups 
(9%).55 So where should a manager draw the line when staffing a commit-
tee? At 3? At 5 or 6? At 10 or more? Researchers have taken two different 
approaches to pinpointing optimum group size: mathematical modeling and 
laboratory simulations. Let us briefly review research evidence from these two 
approaches.

LO.5 Task roles

Task-oriented 
group behavior.

Maintenance 
roles

Relationship-building 
group behavior.
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The  Mathematical Modeling Approach  
This approach involves building a mathematical 
model around certain desired outcomes of  group 
action such as decision quality. Due to differing 
assumptions and statistical techniques, the re-
sults of  this research are inconclusive. Statistical 
estimates of  optimum group size have ranged 
from 3 to 13.56

The Laboratory Simulation Approach  
This stream of research is based on the assumption 
that group behavior needs to be observed firsthand 
in controlled laboratory settings. A laboratory study 
by respected Australian researcher Philip Yetton 
and his colleague, Preston Bottger, provides useful 
insights about group size and performance.57

A total of 555 subjects (330 managers and 225 
graduate management students, of whom 20% were female) were assigned to task 
teams ranging in size from 2 to 6. The teams worked on the National Aeronautics 
and Space Administration moon survival exercise. (This exercise involves the rank 
ordering of 15 pieces of equipment that would enable a spaceship crew on the 
moon to survive a 200-mile trip between a crash-landing site and home base.)58 
After analyzing the relationships between group size and group performance, 
Yetton and Bottger concluded the following:

It would be difficult, at least with respect to decision quality, to justify groups larger than 

five members. . . . Of course, to meet needs other than high decision quality, organiza-

tions may employ groups significantly larger than four or five.59

More recent laboratory studies exploring the brainstorming productivity of 
various size groups (2 to 12 people), in face-to-face versus computer-mediated 
situations, proved fruitful. In the usual face-to-face brainstorming sessions, pro-
ductivity of ideas did not increase as the size of the group increased. But brain-
storming productivity increased as the size of the group increased when ideas were 
typed into networked computers.60 These results suggest that computer networks 
are helping to deliver on the promise of productivity improvement through mod-
ern information technology.

Managerial Implications Within a contingency management 
framework, there is no hard-and-fast rule about group size. It depends on the 
manager’s objective for the group. If  a high-quality decision is the main objective, 
then a three- to five-member group would be appropriate. However, if  the objec-
tive is to generate creative ideas, encourage participation, socialize new members, 
engage in training, or communicate policies, then groups much larger than five 
could be justified. But even in this developmental domain, researchers have found 
upward limits on group size. According to a meta-analysis, the positive effects 
of team-building activities diminished as group size increased.61 Managers also 
need to be aware of qualitative changes that occur when group size increases. A 
meta-analysis of eight studies found the following relationships: As group size 
increased, group leaders tended to become more directive, and group member sat-
isfaction tended to decline slightly.62

LO.6

  How big is too big when it comes to work groups? Here we 

see the press monitoring the situation as President Obama, 

key cabinet members, and advisors discuss the Swine Flu 

epidemic.
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Odd-numbered groups (e.g., three, five, seven members) are recommended if  
the issue is to be settled by a majority vote. Voting deadlocks (e.g., 2–2, 3–3) too 
often hamper effectiveness of even-numbered groups.

LO.7   Effects of Men and Women Working 
Together in Groups

As pointed out in Chapter 2, the 
female portion of the US labor 
force has grown significantly in 
recent decades. This demographic 
shift has impacted attitudes. 
For example, in a  recent report 
about a longitudinal study of 
US executives, the researchers 
 observed:

Men and women are . . . re-

sponding similarly to the state-

ment “I would feel comfortable 

working for a woman.” Most 

female respondents continue 

to say they would, though 

there’s been a slight drop since 

1985. Of the men, 71% say 

they would. That figure is up 

significantly from 1965 (27%) 

and 1985 (47%).63

With more committees and teams requiring collaboration between women 
and men, some profound effects on group dynamics might be expected.64 Let us 
see what researchers have found in the way of group gender composition effects 
and what managers can do about them.

Women Face an Uphill Battle in Mixed-Gender Task Groups  
 Laboratory and field studies paint a picture of inequality for women working in 
mixed-gender groups. Both women and men need to be aware of these often subtle 
but powerful group dynamics so corrective steps can be taken. Here is a prime 
example from a recent study of the link between handshake strength and job in-
terview ratings. The researchers concluded: 

 . . . we demonstrate that women overcome the effects of weaker handshakes, such that 

on average they do not receive lower interview performance ratings from interviewers, 

and that women may actually benefit more than do men if they present a strong and 

complete grip when they shake hands.65

Of course, the cultural context of  this study (US university students as sub-
jects) needs to be taken into consideration. Handshake etiquette varies across 
 cultures.

 One study suggests that females entering male-dominated fields, such as law 

enforcement, face greater challenges than do males entering female-dominated 

fields, such as nursing.
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In a laboratory study of six-person task groups, a clear pattern of gender 
inequality was found in the way group members interrupted each other. Men in-
terrupted women significantly more often than they did other men. Women, who 
tended to interrupt less frequently and less successfully than men, interrupted men 
and women equally.66 Another laboratory study involving Canadian college stu-
dents found “both men and women exhibiting higher levels of interruption behav-
ior in male-dominated groups.”67

A field study of mixed-gender police and nursing teams in the Netherlands 
found another group dynamics disadvantage for women. These two particu-
lar professions—police work and nursing—were fruitful research areas because 
men dominate the former while women dominate the latter. As women move into 
male-dominated police forces and men gain employment opportunities in the 
 female-dominated world of nursing, who faces the greatest resistance? The answer 
from this study was the women police officers. As the representation of the mi-
nority gender (either female police officers or male nurses) increased in the work 
groups, the following changes in attitude were observed:

The attitude of the male majority changes from neutral to resistant, whereas the at-

titude of the female majority changes from favorable to neutral. In other words, men 

increasingly want to keep their domain for themselves, while women remain willing to 

share their domain with men.68

Again, managers are faced with the challenge of countering discriminatory ten-
dencies in group dynamics.

The Issue of Sexual Harassment According to an industry survey by a 
New York law firm specializing in workplace issues, the problem of sexual harass-
ment refuses to go away:

63% of [234] respondents noted that they had handled a sexual harassment complaint 

at their company. That’s up from 2003, when 57% said they had handled one. At least 

there was some good news here; that’s way down from 1995, when 95% of respon-

dents said that they’d handled one.69

The problem persists outside the business sector as well:

 About one out of seven female veterans of Afghanistan or Iraq who visit a Veterans 

Affairs center for medical care report being a victim of sexual assault or harassment 

during military duty.70

Making matters worse, a recent field study of five organizations found sexual ha-
rassment compounded by ethnic discrimination. According to the researchers, 
“Women experienced more sexual harassment than men, minorities experienced 
more ethnic harassment than whites, and minority women experienced more ha-
rassment overall than majority men, minority men, and majority women.”71 Thus, 
it was double jeopardy for the minority women. On-the-job harassment is persis-
tent because it is rooted in widespread abusive behavior among teenagers (both 
face-to-face and electronically).72

Another study of social-sexual behavior among 1,232 working men (n = 405) 
and women (n = 827) in the Los Angeles area found nonharassing sexual behavior 
to be very common, with 80% of the total sample reporting experience with such 
behavior. Indeed, according to the researchers, increased social contact between 
women and men in work groups and organizations has led to increased sexualiza-
tion (e.g., flirting and romance) in the workplace.73
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From an OB research standpoint, sexual harassment is a complex and mul-
tifaceted problem. For example, a meta-analysis of 62 studies found women per-
ceiving a broader range of behaviors as sexual harassment (see Table 10–5 ), as 
opposed to what men perceived.  Women and men tended to agree that sexual 
propositions and coercion qualified as sexual harassment, but there was less agree-
ment about other aspects of a hostile work environment.74

Constructive Managerial Action Male and female employees can and 
often do work well together in groups. A survey of 387 male US government employ-
ees sought to determine how they were affected by the growing number of  female 
coworkers. The researchers concluded, “Under many circumstances, including 
 intergender interaction in work groups, frequent contact leads to cooperative and 
supportive social relations.”75 More recently, a field study of 1,158 US Air Force 
 officers divided into mixed-gender teams for a five-week officer development program 
 determined that “a higher female proportion within teams contributed to better team 
problem solving.”76 Still, managers need to take affirmative steps to ensure that the 
documented sexualization of work environments does not erode into sexual harass-
ment. Whether perpetrated against women or men, sexual harassment is demeaning, 
unethical, and appropriately called “work environment pollution.” Moreover, the US 

Table 10 – 5 Behavioral Categories of Sexual Harassment

CATEGORY DESCRIPTION BEHAVIORAL EXAMPLES

Derogatory attitudes—

 impersonal

Behaviors that reflect derogatory

  attitudes about men or women 

in general

Obscene gestures not directed 

 at target

Sex-stereotyped jokes

Derogatory attitudes—

 personal

Behaviors that are directed at

  the target that reflect derogatory 

attitudes about the target’s gender

Obscene phone calls

Belittling the target’s competence

Unwanted dating 

  pressure

Persistent requests for dates after 

 the target has refused

Repeated requests to go out after

 work or school

Sexual propositions Explicit requests for sexual

 encounters

Proposition for an affair

Physical sexual contact Behaviors in which the harasser 

  makes physical sexual contact 

with the target

Embracing the target

Kissing the target

Physical nonsexual 

  contact

Behaviors in which the harasser

  makes physical nonsexual contact 

with the target

Congratulatory hug

Sexual coercion Requests for sexual encounters or 

  forced encounters that are made 

a condition of employment or 

 promotion

Threatening punishment unless

 sexual favors are given

Sexual bribery

SOURCE: From M Rotundo, D Nguyen, and P R Sackett, “A Meta-Analytic Review of Gender Differences in Perceptions of Sexual 

Harassment,” Journal of Applied Psychology, October 2001, Article 914–922. Copyright © 2001 by the American Psychological 

Association. Reprinted with permission.
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Equal Employment Opportunity Commission holds employers legally accountable 
for behavior it considers sexually harassing. An expert on the subject explains:

What exactly is sexual harassment? The Equal Employment Opportunity Commission 

(EEOC) says that unwelcome sexual advances, requests for sexual favors, and other verbal 

or physical conduct of a sexual nature constitute sexual harassment when submission to 

such conduct is made a condition of employment; when submission to or rejection of sexual 

advances is used as a basis for employment decisions; or when such conduct creates an 

intimidating, hostile, or offensive work environment. These EEOC guidelines interpreting Title 

VII of the Civil Rights Act of 1964 further state that employers are responsible for the actions 

of their supervisors and agents and that employers are responsible for the actions of other 

employees if the employer knows or should have known about the sexual harassment.77

A Training magazine survey of 1,652 US companies with at least 100 employ-
ees found 91% conducting some sort of sexual harassment training and 68% doing 
so at least annually.78 Given the disagreement between women and men about 
what constitutes sexual harassment, this type of education is very important.

Beyond avoiding lawsuits by establishing and enforcing antidiscrimination and 
sexual harassment policies, managers need to take additional steps. Workforce di-
versity training is a popular approach today. Gender-issue workshops are  another 
option.

Threats to Group Effectiveness 
Even when managers carefully staff  and organize task groups, group dynam-
ics can still go haywire. Forehand knowledge of three major threats to group 
 effectiveness—the Asch effect, groupthink, and social loafing—can help manag-
ers take necessary preventive steps. Because the first two problems relate to blind 
conformity, some brief  background work is in order.

Very little would be accom-
plished in task groups and orga-
nizations without conformity to 
norms, role expectations, policies, 
and rules and regulations. After 
all, deadlines, commitments, and 
product/service quality standards 
need to be established and adhered 
to if  the organization is to survive. 
But conformity is a two-edged 
sword. Excessive or blind confor-
mity can stifle critical thinking, 
the first line of  defense against 
unethical conduct. Almost daily 
accounts in the popular media of 
executive misdeeds, insider trad-
ing scandals, price fixing, illegal 
 dumping of  hazardous wastes, and 
other unethical practices make it 
imperative that future managers 
understand the mechanics of  blind 
conformity. 79   

to the point
What are the 
Asch effect, 
groupthink, 
and social 
loafing and 
how can they 
be prevented?

 SOURCE:  Harvard Business Review, December 2006, p. 122. 
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The Asch Effect
More than 55 years ago, social psychologist Solomon Asch conducted a series of 
laboratory experiments that revealed a negative side of group dynamics.80 Under 
the guise of a “perception test,” Asch had groups of seven to nine volunteer college 
students look at 12 pairs of cards such as the ones in Figure 10–4.  The object was 
to identify the line that was the same length as the standard line. Each individual 
was told to announce his or her choice to the group. Since the differences among 
the comparison lines were obvious, there should have been unanimous agreement 
during each of the 12 rounds. But that was not the case.

A Minority of One All but one member of each group were Asch’s confeder-
ates who agreed to systematically select the wrong line during seven of the rounds 
(the other five rounds were control rounds for comparison purposes). The remaining 
individual was the naive subject who was being tricked. Group pressure was created 
by having the naive subject in each group be among the last to announce his or her 
choice. Thirty-one subjects were tested. Asch’s research question was: “How often 
would the naive subjects conform to a majority opinion that was obviously wrong?”

Only 20% of Asch’s subjects remained entirely independent; 80% yielded to the 
pressures of group opinion at least once! And 58% knuckled under to the “immoral 
majority” at least twice. Hence, the Asch effect, the distortion of individual  judgment 
by a unanimous but incorrect opposition, was documented. 

A Managerial Perspective Asch’s experiment has been widely replicated 
with mixed results. Both high and low degrees of blind conformity have been ob-
served with various situations and subjects. Replications in Japan and Kuwait 
have demonstrated that the Asch effect is not unique to the United States.81 A 
1996 meta-analysis of 133 Asch-line experiments from 17 countries found a de-
cline in conformity among US subjects since the 1950s. Internationally, collectivist 
countries, where the group prevails over the individual, produced higher levels of 
conformity than individualistic countries.82 The point is not precisely how great 
the Asch effect is in a given situation or culture, but rather, managers committed 
to ethical conduct need to be concerned that the Asch effect exists.

For Jeffrey Skilling, the now-jailed former CEO of Enron, the Asch effect was 
something to cultivate and nurture. Consider this organizational climate for blind 
obedience:

Skilling was filling headquarters with his own troops. He was not looking for “fuzzy 

skills,” a former employee recalls. His recruits talked about a socialization process called 

Asch effect

Giving in to a 
unanimous but 

wrong opposition.

Figure 10 – 4 The Asch Experiment
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“Enronizing.” Family time? Quality of life? Forget it. Anybody who did not embrace the 

elbows-out culture “didn’t get it.”They were “damaged goods” and “shipwrecks,” likely 

to be fired by their bosses at blistering annual job reviews known as rank-and-yank ses-

sions. The culture turned paranoid: former CIA and FBI agents were hired to enforce 

security. Using “sniffer” programs, they would pounce on anyone e-mailing a potential 

competitor. The “spooks,” as the former agents were called, were known to barge into 

offices and confiscate computers.83

Even isolated instances of blind, unthinking conformity seriously threaten the 
effectiveness and integrity of work groups and organizations.84 Functional conflict 
and assertiveness, discussed in Chapters 13 and 14, can help employees respond 
appropriately when they find themselves facing an immoral majority. Ethical codes 
mentioning specific practices also can provide support and guidance.

Groupthink
Why did President Lyndon B Johnson and his group of intelligent White House 
advisers make some very unintelligent decisions that escalated the Vietnam War? 
Those fateful decisions were made despite obvious warning signals, including 
stronger than expected resistance from the North Vietnamese and withering sup-
port at home and abroad. Systematic analysis of the decision-making processes 
underlying the war in Vietnam and other US foreign policy fiascoes prompted 
Yale University’s Irving Janis to coin the term groupthink.85 Modern managers can 
all too easily become victims of groupthink, just like President Johnson’s staff, if  
they passively ignore the danger.

Definition and Symptoms of Groupthink Janis defines groupthink 
as “a mode of thinking that people engage in when they are deeply involved in a co-
hesive in-group, when members’ strivings for unanimity override their motivation 
to realistically appraise alternative courses of action.”86 He adds, “Groupthink 
refers to a deterioration of mental efficiency, reality testing, and moral judgment 
that results from in-group pressures.”87 Unlike Asch’s subjects, who were strangers 
to each other, members of groups victimized by groupthink are friendly, tightly 
knit, and cohesive.

The symptoms of groupthink listed in Figure 10–5 thrived in US corporate 
boardrooms of the past where cohesive directors too often caved in to strong-willed 
CEOs and signed off  on bad decisions.  But, as recently noted by BusinessWeek, 
circumstances are changing :

A new era for directors dawned with the passage of the Sarbanes-Oxley Act of 2002. 

Then board members were hit with the frightening prospect of real financial liability in a 

smattering of lawsuits that followed the corporate crime wave. Now the heat on direc-

tors is growing more intense. Their reputations are increasingly at risk when the com-

panies they watch over are tainted by scandal. Their judgment is being questioned by 

activist shareholders outraged by sky-high pay packages. And investors and  regulators 

are subjecting their actions to higher scrutiny. Long gone are the days when a director 

could get away with a quick rubber-stamp of a CEO’s plans. . . .

The old rules of civility that discouraged directors from asking managers tough or 

embarrassing questions are eroding.88

LO.8
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cohesive in-group’s 
unwillingness to 
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alternatives.



Decision-making defects

Symptoms of Groupthink

1.  Invulnerability:  An illusion that breeds

    excessive optimism and risk taking.

2.  Inherent morality:  A belief that encourages

    the group to ignore ethical implications.

3.  Rationalization: Protects pet assumptions.

4.  Stereotyped views of opposition: Cause

    group to underestimate opponents.

5.  Self-censorship: Stifles critical debate.

6.  Illusion of unanimity: Silence interpreted

    to mean consent.

7.  Peer pressure: Loyalty of dissenters is

    questioned.

8.  Mindguards: Self-appointed protectors

    against adverse information.

1.  Few alternatives.

2.  No reexamination of preferred

    alternatives.

3.  No reexamination of rejected

    alternatives.

4.  Rejection of expert opinions.

5.  Selective bias of new information.

6.  No contingency plans.
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Groupthink Research and Prevention Laboratory studies using col-
lege students as subjects validate portions of Janis’s groupthink concept. Specifically, 
it has been found that

 Groups with a moderate amount of cohesiveness produce better decisions • 
than low- or high-cohesive groups.

 Highly cohesive groups victimized by groupthink make the poorest deci-• 
sions, despite high confidence in those decisions.89

Janis believes prevention is better than cure when dealing with groupthink. He 
recommends the following preventive measures:

 Each member of the group should be assigned the role of critical evaluator. This 1. 

role involves actively voicing objections and doubts.

 Top-level executives should not use policy committees to rubber-stamp decisions 2. 

that have already been made.

 Different groups with different leaders should explore the same policy 3. 

 questions.

 Subgroup debates and outside experts should be used to introduce fresh 4. 

 perspectives.

 Someone should be given the role of devil’s advocate when discussing major 5. 

alternatives. This person tries to uncover every conceivable negative factor.

 Once a consensus has been reached, everyone should be encouraged to rethink 6. 

their position to check for flaws.90

These antigroupthink measures can help cohesive groups produce sound 
recommendations and decisions. A G Lafley, the widely respected chairman  of 

Figure 10–5 Symptoms of Groupthink Lead to Defective Decision Making

SOURCES: Symptoms from I L Janis, Groupthink: Psychological Studies of Policy, Decisions and Fiascoes, 2E. Copyright © 1982 by Wadsworth, a 

part of Cengage Learning, Inc.  Reproduced by permission. www.cengage.com/permission. Defects excerpted from G Moorhead, “Groupthink: 

Hypothesis in Need of Testing,” Group & Organization Studies, December 1982, p 434. Copyright © 1982 by Sage Publications. Reprinted by 

permission of Sage Publications .
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Procter & Gamble, offers his own constructive twist:

Some of the strongest, most courageous people are on the minority side of a decision. 

It doesn’t mean they’re wrong. It means they have the courage to speak. . . . I’ve been 

trying to change from an advocacy system to what I call an inquiry system. First, I make 

sure we have a clear definition of the problem. We hold off on the advocacy. We get all 

the possible solutions and sort through the options. Then, and only then, do we want 

people to advocate.91

Avoiding groupthink is a powerful argument in favor of  diversity; not only 
racial and gender diversity, but diversity in age, background, religion, edu-
cation, and world views as well. (See the Real World/Real People feature on 
page 300 .) 

Social Loafing
Is group performance less than, equal to, or greater than the sum of  its parts? 
Can three people, for example, working together accomplish less than, the same 
as, or more than they would working separately? An interesting study con-
ducted more than a half  century ago by a French agricultural engineer named 
Ringelmann found the answer to be “less than.”92 In a rope-pulling exercise, 
Ringelmann reportedly found that three people pulling together could achieve 
only two and a half  times the average individual rate. Eight pullers achieved 
less than four times the individual rate. This tendency for individual effort to 
decline as group size increases has come to be called social loafing.93 Let us 
briefly analyze this threat to group effectiveness and synergy with an eye toward 
avoiding it.

Social Loafing Theory and Research Among the theoretical explana-
tions for the social loafing effect are (1) equity of effort (“Everyone else is goof-
ing off, so why shouldn’t I?”), (2) loss of personal accountability (“I’m lost in the 
crowd, so who cares?”), (3) motivational loss due to the sharing of rewards (“Why 
should I work harder than the others when everyone gets the same reward?”), 
and (4) coordination loss as more people perform the task (“We’re getting in each 
 other’s way.”).

Laboratory studies refined these theories by identifying situational factors 
that moderated the social loafing effect. Social loafing occurred when

 The task was perceived to be unimportant, simple, or not interesting.• 94

 Group members thought their individual output was not identifiable.• 95

 Group members expected their coworkers to loaf.• 96

But social loafing did not occur when group members in two laboratory studies 
expected to be evaluated.97 Also, research suggests that self-reliant “individualists” 
are more prone to social loafing than are group-oriented “collectivists.” But indi-
vidualists can be made more cooperative by keeping the group small and holding 
each member personally accountable for results.98

Practical Implications These findings demonstrate that social loaf-
ing is not an inevitable part of  group effort. Management can curb this threat 
to group effectiveness by making sure the task is challenging and perceived as 

LO.9
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Table 10 – 6 How to Avoid Social Loafing in Groups and Teams: The Stepladder Technique

The stepladder technique is intended to enhance group decision making by  structuring the entry of group mem-

bers into a core group. Increasing or decreasing the number of group members alters the number of steps. In a 

four-person group, the stepladder technique has three steps. Initially, two group members (the initial core group) 

work together on the problem at hand. Next, a third member joins the core group and presents his or her 

preliminary solutions for the same problem. The entering member’s presentation is followed by a three-person 

discussion. Finally, the fourth group member joins the core group and pre-sents his or her preliminary solutions. 

This is followed by a four-person discussion, which has as its goal the rendering of a final group decision.

The stepladder technique has four requirements. First, each group member must be given the group’s 

task and sufficient time to think about the problem before entering the core group. Second, the entering 

member must present his or her preliminary solutions before hearing the core group’s preliminary solutions. 

Third, with the entry of each additional member to the core group, sufficient time to discuss the problem is 

necessary. Fourth, a final decision must be purposely delayed until the group has been formed in its entirety.

SOURCE: Excerpted from S G Rogelberg, J L Barnes-Farrell, and C A Lowe, “The Stepladder Technique: An Alternative Group 

Structure Facilitating Effective Group Decision Making,” Journal of Applied Psychology 77 (October 1992), p 731. Copyright © 1992 by 

the American Psychological Association. Reprinted with permission.

When boards are operating as they should, directors are 

engaged in a vigorous, candid dialogue with the CEO and 

his lieutenants about strategy and having the right talent 

in place to execute key initiatives. And they’re spending 

time in the guts of the organization, talking to “regular” 

employees and looking for signs that the CEO’s vision is 

understood and shared, that company values are more 

than lip service  proffered for the board’s entertainment. 

They’re protecting shareholders not by wielding calcula-

tors but by deploying good judgment. . . . 

But that can happen only when boards have the 

right kind of people serving on them: Members who, 

in very limited time, can exercise good judgment and 

act with courage. Members who have a special ear, the 

kind that can hear a presentation and discern between 

 overpromisers and overdeliverers, between glib sales-

men and those they would bet their own money on. 

Members who have skin in the game, know the com-

pany, and care about it deeply.

Can more diligent corporate governance help 
executives avoid groupthink? 

SOURCE: Excerpted from J Welch and S Welch, “Of Boards and 

Blame,” January 26–February 2, 2009, issue of BusinessWeek by special 

permission. Copyright © 2009 by The McGraw-Hill  Companies, Inc.  

A Call for Better Corporate Governance

REAL WORLD | real  people

go to the Web for the Group Exercise:  A Committee Decision

An active corporate board of directors can help keep 

companies on an effective and ethical track and be the 

first line of defense against groupthink. Why are cor-

porate boards often criticized for being too passive?
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 important. Additionally, it is a good idea to hold group members personally 
accountable for identifiable portions of  the group’s task. One way to do this is 
with the stepladder technique, a group decision-making process proven effective 
by researchers (see Table 10–6).  Compared with conventional groups, steplad-
der groups produced significantly better decisions in the same amount of  time. 
“Furthermore, stepladder groups’ decisions surpassed the quality of  their best 
individual members’ decisions 56% of  the time. In contrast, conventional groups’ 
decisions surpassed the quality of  their best members’ decisions only 13% of  the 
time.”99 The stepladder technique could be a useful tool for organizations rely-
ing on any sort of  teams, including self-managed and virtual teams (discussed 
in the next chapter).

Summary of Key Concepts

Identify the four sociological criteria of a group, and dis-1. 

cuss the impact of social networking on group dynamics.

Sociologically, a group is defined as two or more freely 

interacting individuals who share collective norms and 

goals and have a common identity. Social networking 

sites such as MySpace and Facebook have blurred the 

line between formal and informal groups by  giving 

people unprecidented access to one’s personal life. 

This has magnified the long-standing dilemma of how 

friendly managers should be with their direct reports. 

They are urged to compartmentalize their official and 

unofficial roles.

Describe the five stages in Tuckman’s theory of group 2. 

development, and discuss the threat of group decay. The 

five stages in Tuckman’s theory are forming (the group 

comes together), storming (members test the limits 

and each other), norming (questions about authority 

and power are resolved as the group becomes more 

cohesive), performing (effective communication and co-

operation help the group get things done), and adjourn-

ing (group members go their own way). According to 

recent research, group decay occurs when a work group 

achieves the “performing” stage and then shifts into re-

verse. Group decay occurs through de-norming (erosion 

of standards), de-storming (growing discontent and loss 

of cohesiveness), and de-forming (fragmentation and 

breakup of the group).

Distinguish between role conflict and role ambiguity3. . Or-

ganizational roles are sets of behaviors persons expect 

of occupants of a position. One may experience role 

overload (too much to do in too little time), role con-

flict (conflicting role expectations), or role ambiguity 

(unclear role expectations).

Contrast roles and norms, and specify four reasons 4. 

norms are enforced in organizations. While roles are 

specific to the person’s position, norms are shared atti-

tudes that differentiate appropriate from inappropriate 

behavior in a variety of situations. Norms evolve infor-

mally and are enforced because they help the group or 

organization survive, clarify behavioral expectations, 

help people avoid embarrassing situations, and clarify 

the group’s or organization’s central values.

Distinguish between task and maintenance roles in 5. 

groups. Members of formal groups need to perform 

both task (goal-oriented) and maintenance (relation-

ship-oriented) roles if  anything is to be accomplished.

Summarize the practical contingency management im-6. 

plications for group size. Laboratory simulation studies 

suggest decision-making groups should be limited to 

five or fewer members. Larger groups are appropriate 

when creativity, participation, and socialization are 

the main objectives. If  majority votes are to be taken, 

odd-numbered groups are recommended to avoid 

deadlocks.

Discuss why managers need to carefully handle mixed-7. 

gender task groups. Women face special group dynam-

ics challenges in mixed-gender task groups. Steps need 

to be taken to make sure increased sexualization of 

work environments does not erode into illegal sexual 

harassment.

Describe groupthink, and identify at least four of its 8. 

symptoms. Groupthink plagues cohesive in-groups that 

shortchange moral judgment while putting too much 

emphasis on unanimity. Symptoms of groupthink in-

clude invulnerability, inherent morality, rationalization, 
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Asch effect, 296
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OB in Action Case Study 

Unmasking Manly Men

What can managers in white-collar firms learn from 
roughnecks and roustabouts on an offshore oil rig? 
That extinguishing macho behavior is vital to achieving 
top performance. That’s a key finding from our study of 
life on two oil platforms, during which we spent several 
weeks over the course of 19 months living, eating, and 
working alongside crews offshore.

Oil rigs are dirty, dangerous, and demanding work-
places that have traditionally encouraged displays of 
masculine strength, daring, and technical prowess. But 
over the past 15 years or so the platforms we studied 
have deliberately jettisoned their hard-driving, macho 
cultures in favor of an environment in which men admit 
when they’ve made mistakes and explore how anxiety, 
stress, or lack of experience may have caused them; ap-
preciate one another publicly; and routinely ask for and 
offer help. These workers shifted their focus from prov-
ing their masculinity to larger, more compelling goals: 
maximizing the safety and well-being of coworkers and 
doing their jobs effectively.

The shift required a new attitude toward work, which 
was pushed from the top down. If  you can’t expose er-
rors and learn from them, management’s thinking went, 
you can’t be safe or effective. Workers came to appreci-
ate that to improve safety and performance in a poten-
tially deadly environment, they had to be open to new 
information that challenged their assumptions, and they 
had to acknowledge when they were wrong.

Their altered stance revealed two things: First, that 
much of  their macho behavior was not only unnecessary 

but actually got in the way of  doing their jobs; and sec-
ond, that their notions about what constituted strong 
leadership needed to change. They discovered that 
the people who used to rise to the top—the “biggest, 
baddest roughnecks,” as one worker described them—
weren’t necessarily the best at improving safety and 
effectiveness. Rather, the ones who excelled were mission-
driven guys who cared about their fellow workers, were 
good listeners, and were willing to learn.

Over the 15-year period these changes in work prac-
tices, norms, perceptions, and behaviors were imple-
mented company-wide. The company’s accident rate 
declined by 84%, while productivity (number of barrels 
produced), efficiency (cost per barrel), and reliability 
(production “up” time) increased beyond the industry’s 
previous benchmark.

But the changes had an unintended effect as well. 
The men’s willingness to risk a blow to their image—by, 
for example, exposing their incompetence or weakness 
when necessary in order to do their jobs well—pro-
foundly influenced their sense of who they were and 
could be as men. No longer focused on affirming their 
masculinity, they felt able to behave in ways that con-
ventional masculine norms would have precluded.

If  men in the hypermasculine environment of oil rigs 
can let go of the macho ideal and improve their perfor-
mance, then men in corporate America might be able to 
do likewise. Numerous studies have examined the costs 
of macho displays in contexts ranging from aeronautics 
to manufacturing to high tech to the law. They show 

stereotyped views of opposition, self-censorship, il-

lusion of unanimity, peer pressure, and mindguards. 

Critical evaluators, outside expertise, and devil’s advo-

cates are among the preventive measures recommended 

by Irving Janis, who coined the term groupthink.

Define social loafing, and explain how managers can 9. 

prevent it. Social loafing involves the tendency for 

individual effort to decrease as group size increases. 

This problem can be contained if  the task is challeng-

ing and important, individuals are held accountable for 

results, and group members expect everyone to work 

hard. The stepladder technique, a structured approach 

to group decision making, can reduce social loafing by 

increasing personal effort and accountability.
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that men’s attempts to prove their masculinity inter-
fere with the training of recruits, compromise decision 
quality, marginalize women workers, lead to civil- and 
human-rights violations, and alienate men from their 
health, feelings, and relationships with others. The price 
of men’s striving to demonstrate their masculinity is 
high, and both individuals and organizations pay it.

The problem lies not in traditionally masculine 
 attributes per se—many tasks require aggressiveness, 
strength, or emotional detachment—but in men’s  efforts 
to prove themselves on these dimensions, whether in the 
hazardous setting of an offshore oil platform or in the 
posh, protected surroundings of the executive suite. 
By creating conditions that focus people on the real 

requirements of the job, rather than on stereotypical 
images believed to equate with competence, organiza-

tions can free employees to do their best work.100 

Questions for Discussion
How do the concepts of roles and norms figure into 1. 

this case? Explain.

What are the implications for mixed-gender work 2. 

groups? Is this a good way to combat sexual harass-
ment? Explain.

Does this attitude shift make groupthink more or 3. 

less likely? Explain.

Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner

Ethical Dilemma

My Boss Wants to “Friend” Me Online
Paul Dyer always was able to hold off  his boss’s invita-
tions to party by employing that arm’s-length response: 
“We’ll have to do that sometime,” he’d say.

But when his boss, in his 30s, invited Dyer, 24, to be 
friends on the social-networking sites MySpace and 
Facebook, dodging wasn’t so easy.

On the one hand, accepting a person’s request to be 
friends online grants them access to the kind of inti-
macy never meant for office consumption, such as re-
cent photos of keggers. . . . 

But declining a “friend” request from a colleague or 
a boss is a slight. So Dyer accepted the invitation, then 
removed any inappropriate or incriminating photos of 
himself. . . .

Dyer, it turns out, wasn’t the one who had to be em-
barrassed. His boss had photos of  himself  attempting 
to imbibe two drinks at once, ostensibly, Dyer ven-
tures, to send the message: “I’m a crazy, young party 
guy.”101 

If You Were Paul Dyer, What Would 
You Do Now?

Big mistake. Unwind the situation as quickly and 1. 

graciously as possible, preferably in person. Explain 
how.

Don’t panic. Let the online relationship whither 2. 

away from lack of attention.

Play along for awhile in hopes the boss has a short 3. 

online attention span and will flit off to pester others.

You’ve made a bad decision; now don’t compound 4. 

it by alienating your boss. Participate in the virtual 
relationship, applying your own ethical boundaries. 
Explain those boundaries.

Invent other interpretations or options. Discuss.5. 

NOTE: In a recent survey of 1,070 employees, 30% consid-

ered their boss a friend.102



Chapter 11
Developing and Leading 
Effective Teams 

 When you finish studying the material in this chapter, you should be able to:

LO.1  Explain how a work group becomes a team.

LO.2  Identify and describe four types of work teams.

LO.3  Explain the model of effective work teams, and specify the two criteria 
of team effectiveness.

LO.4  Identify five teamwork competencies team members need to possess.

LO.5  Discuss why teams fail.

LO.6  List at least four things managers can do to build trust.

LO.7  Distinguish two types of group cohesiveness, and summarize 
cohesiveness research findings.

LO.8  Define virtual teams and self-managed teams.

LO.9  Describe high-performance teams and discuss team leadership.

LEARNING OBJECTIVES



Student Resources for Studying Chapter 11

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

Like the other 149 passengers 

on US Airways’ Flight 1549, all 

of whom survived a harrowing landing in New York’s 

Hudson River, Baltimore attorney James J Hanks Jr. was 

amazed by the pilot’s deft response to losing power in 

both engines. But Hanks, a partner at law firm Venable 

LLP, was also impressed with the velvet-rope care US 

Airways employees provided following the forced 

landing—from the dry clothes, warm meals, and free 

hotel room they had waiting for him onshore to their 

efforts to replace all of his lost possessions, down to 

his BlackBerry. “I felt completely comfortable in their 

hands,” says Hanks. 

For a company that’s not known for its customer 

service—the Tempe (Ariz.) carrier has perennially fin-

ished near the bottom of customer service rankings—

US Airways’ handling of the near-disaster has cast a 

halo around its brand. It provided passengers with 

everything from flights for loved ones to daily calls 

from counselors. Crisis-management experts say the 

 carrier’s “Miracle on the Hudson” follow-up will stand 

as a case study in how to treat customers after a  crisis. 

“The airmanship was spectacular, but US Airways did 

an outstanding job of helping the passengers with their 

emotional reentry as well,” says airline consultant 

Robert W Mann Jr. 

Like all carriers, US Airways has a playbook for such 

incidents. It stages “dry run” emergency exercises at 

least three times a year at each airport it serves and 

has a far-flung network of gate agents, reservation 

clerks, and other employees who double as “Care 

Team” members who are dispatched to emergencies 

at a moment’s notice. When news broke of the water 

landing, US Airways activated a special 800 number for 

families to call and dispatched more than 100 employ-

ees on a Boeing 757 from headquarters. Scott Stewart, 

managing director for corporate finance, was armed 

with a bag of emergency cash for passengers and credit 

cards for employees to buy any medicines, toiletries, or 

personal items that passengers needed.  

Other responders arrived with suitcases full of 

prepaid cell phones and sweatsuits for anyone who 

needed dry clothes. Staffers escorted each passenger 

to a new flight or a local New York hotel, where it ar-

ranged for round-the-clock buffets. They also arranged 

train tickets and rental cars for those who didn’t want 

to fly. “Some people lost their driver’s licenses, so we 

Passengers from US Airways’ Flight 1549 being rescued from 

the Hudson River.

online resources
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Extensive media coverage documented how Captain Sullenberger’s skilled US 
Airways’ flight crew helped save 155 lives on January 15, 2009.2 Less heralded was 
the follow-up customer service teamwork covered in the opening vignette. Well-
practiced  teamwork—by the flight crew, first responders, medical professionals, 
and airline support staff—was a key contributor to the “miracle on the Hudson.” 
On a less dramatic but still important level is the teamwork required on a day-to-
day basis to get the job done in organizations of all sizes and types. The concept of 
social capital, covered in Chapter 1, really comes to life when our attention turns 
to teams and teamwork in today’s organizations. BusinessWeek columnists Jack 
and Suzy Welch offered this perspective:

It is the excitement of being part of something bigger than yourself and the thrill of 

building something—a product, a service, or a team. It is the fun of laughing, debating, 

sweating it out with fellow travelers—friends and allies in the never-ending competition 

for customers and profits. . . . It just doesn’t get any better.3

Cooperation, trust, and camaraderie energize organizations. Judging from a re-
cent survey that asked corporate leaders to look ahead five years, we all need 
to polish our teamwork skills: “Teamwork/collaboration” (74%) was among the 
top three most important knowledge/skill areas, just behind “critical thinking/
problem solving” (78%) and “information technology application” (77%).4 Jeff  
Vijungco, director of recruiting at Adobe Systems, tells how he finds team players: 
“I actually count the number of times a candidate says ‘I’ in an interview. We’d 
much rather hear ‘we’.”5

Emphasis in this chapter is on tapping the full and promising potential of 
work groups and teams. We will (1) identify different types of work teams; (2) look 
at what makes teams succeed or fail; (3) examine keys to effective teamwork, such 
as trust; (4) explore modern applications of the team concept, including virtual 
teams; and (5) discuss team building and team leadership.

Work Teams: Types, Effectiveness, 
and Stumbling Blocks 

Jon R Katzenbach and Douglas K Smith, management consultants at McKinsey 
& Company, say it is a mistake to use the terms group and team interchange-
ably. After studying many different kinds of teams—from athletic to corporate to 
military—they concluded that successful teams tend to take on a life of their own. 
Katzenbach and Smith define a team as “a small number of people with com-
plementary skills who are committed to a common purpose, performance goals, 
and approach for which they hold themselves mutually accountable.”6 Relative 

LO.1to the point
How can you 
help a work 
group evolve 
into an effec-
tive team?

Team

Small group with 
complementary 
skills who hold 

themselves mutually 
accountable for 

common purpose, 
goals, and approach.

reached out to high-level executives at Hertz and 

Amtrak to make sure they had no trouble getting a 

rental or a ticket,” says Kerry Hester, vice-president 

for customer-service planning. The airline also retained 

locksmiths to help passengers who had lost their keys 

get back into their cars and homes.1  

FOR DISCUSSION

From the time Flight 1549 was first is trouble 

through the customer follow-up process, what types 

of teamwork were required for positive outcomes? 
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to Tuckman’s theory of group development in Chapter 10—forming, storming, 
norming, performing, and adjourning—teams are task groups that have matured 
to the performing stage (but not slipped into decay). Because of conflicts over 
power and authority and unstable interpersonal relations, many work groups 
never qualify as a real team.7 Katzenbach and Smith clarified the distinction this 
way: “The essence of a team is common commitment. Without it, groups perform 
as individuals; with it, they become a powerful unit of collective performance.”8 
(See Table 11–1.)  A prime example of melding a group of individuals into a team 
involves East Carolina University’s successful football coach Skip Holtz. Coach 
Holtz sent a powerful signal when he first met with his new team on the Greenville, 
North Carolina, campus:

 The first thing he did was take the players’ names off the back of the jerseys.

“I came away from our first meeting with the feeling that this was a very selfish, self-

centered team,” Holtz says. “There weren’t a lot of people talking about goals and the 

big picture. We needed to change the culture and the attitude and change it fast.”

Defensive end Zack Slate was a freshman on a 2–9 team in 2004 and remembers 

the meeting.

“We had a lot of guys split in a lot of different ways. There was no sense of team,” Slate 

says. “Coach Holtz started building from the ground up with discipline and precision.”9

When Katzenbach and Smith refer to “a small number of people” in their 
definition, they mean between 2 and 25 team members. They found effective teams 
to typically have fewer than 10 members. This conclusion was echoed in a survey 
of 400 workplace team members in the United States and Canada: “The average 
North American team consists of 10 members. Eight is the most common size.”10

A General Typology of Work Teams
Work teams are created for various purposes and thus face different challenges. 
Managers can deal more effectively with those challenges when they understand 
how teams differ. A helpful way of sorting things out is to consider a typology 
of work teams developed by Eric Sundstrom and his colleagues.11 Four general 
types of work teams listed in Table 11–2 are (1) advice, (2) production, (3) project, 
and (4) action.  Each of these labels identifies a basic purpose. For instance, advice 
teams generally make recommendations for managerial decisions. Less commonly 
do they actually make final decisions. In contrast, production and action teams 
carry out management’s decisions.

LO.2

Table 11–1 The Evolution of a Team

A work group becomes a team when

Leadership becomes a shared activity.1. 

Accountability shifts from strictly individual to both individual and collective.2. 

The group develops its own purpose or mission.3. 

Problem solving becomes a way of life, not a part-time activity.4. 

Effectiveness is measured by the group’s collective outcomes and products.5. 

SOURCE: Condensed and adapted from J R Katzenbach and D K Smith, The Wisdom of  Teams: Creating 

the High-Performance Organization (New York: HarperBusiness, 1999), p 214.
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 F our key variables in Table 11–2 deal with technical specialization, coordina-
tion, work cycles, and outputs. Technical specialization is low when the team draws 
upon members’ general experience and problem-solving ability. It is high when team 
members are required to apply technical skills acquired through higher  education or 
extensive training. The degree of coordination with other work units is  determined 
by the team’s relative independence (low coordination) or interdependence (high 

Table 11–2 Four General Types of Work Teams and Their Outputs

TYPES AND EXAMPLES

DEGREE OF 
TECHNICAL 
SPECIALIZATION

DEGREE OF 
COORDINATION WITH 
OTHER WORK UNITS WORK CYCLES TYPICAL OUTPUTS

Advice

Committees

Review panels, boards

Quality circles

Employee involvement 

 groups

Advisory councils

Low Low

Work cycles can be 

  brief or long; one 

cycle can be team 

life span.

Decisions

Selections

Suggestions

Proposals

Recommendations

Production

Assembly teams

Manufacturing crews

Mining teams

Flight attendant crews

Data processing groups

Maintenance crews

Low High

Work cycles typically 

  repeated or con-

tinuous process; 

cycles often briefer 

than team life span.

Food, chemicals

Components

Assemblies

Retail sales

Customer service

Equipment repairs

Project

Research groups

Planning teams

Architect teams

Engineering teams

Development teams

Task forces

High

Low (for 

 traditional units)

 or

 High (for cross-

 functional units)

Work cycles typically 

  differ for each new 

project; one cycle 

can be team life 

span.

Plans, designs

Investigations

Presentations

Prototypes

Reports, findings

Action

Sports teams

Entertainment groups

Expeditions

Negotiating teams

Surgery teams

Cockpit crews

Military platoons and 

 squads

Police and fire teams

High High

Brief performance 

  events, often 

repeated under 

new conditions, 

requiring  extended 

training or 

 preparation.

Combat missions

Expeditions

Contracts, lawsuits

Concerts

Surgical operations

Competitive events

Disaster assistance

SOURCE: Excerpted and adapted from E Sundstrom, K P DeMeuse, and D Futrell, “Work Teams,” American Psychologist, February 

1990, p 125. Reprinted with permission of the author.
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coordination). Work cycles are the amount of time teams need to discharge their 
missions. The various outputs listed in Table 11–2 are intended to illustrate real-life 
impacts. A closer look at each type of work team is in order.12

Advice Teams As their name implies, advice teams are created to broaden the 
information base for managerial decisions. Advice teams tend to have a low degree 
of technical specialization. Coordination also is low because advice teams work 
pretty much on their own. Ad hoc committees (e.g., the annual picnic committee) 
have shorter life cycles than standing committees (e.g., the grievance committee).

Production Teams This second type of team is responsible for performing 
day-to-day operations. Minimal training for routine tasks accounts for the low 
degree of technical specialization. But coordination typically is high because work 
flows from one team to another. For example, railroad maintenance crews require 
fresh information about needed repairs from train crews, and the train crews, in 
turn, need to know exactly where maintenance crews are working.

Project Teams Projects require creative problem solving, often involving the 
application of specialized knowledge. Since projects focus on a specific outcome 
(e.g., developing a new vaccine, producing a movie, or building a skyscraper), time 
is critical and the team may disband upon completion of the project. The trend in 
product development today is toward cross-functional teams that bring together 
specialists from production, marketing, and finance from around the world. Take 
Lenovo’s ThinkPad X300 PC, for example: 

 Like most ThinkPads, this one got its start in the U.S. The planners, project leaders, and 

some of the designers are in North Carolina. The more detailed design and engineer-

ing work is done by a team in Yamato, Japan. Manufacturing and purchasing take place 

in Shenzhen, China.13

A high-tech global project team such as this requires a high degree of coordina-
tion and efficient communication. Project teams also can bring realism into aca-
demic settings.

Action Teams This last type of team is best exemplified by a baseball team. 
High specialization is combined with high coordi-
nation. Nine highly trained athletes play special-
ized defensive positions. But good defensive play 
is not enough because effective hitting is necessary. 
Moreover, coordination between the manager, base 
runners, base coaches, and the bull pen needs to be 
precise. So it is with airline cockpit crews, firefight-
ers, hospital surgery teams, mountain-climbing 
expeditions, rock music groups, labor contract ne-
gotiating teams, and police SWAT teams, among 
others. A unique challenge for action teams is to 
exhibit peak performance on demand .14 

This four-way typology of work teams is dy-
namic and changing, not static. Some teams evolve 
from one type to another. Other teams represent a 
combination of types. For example, consider the 
work of a team at General Foods: “The company 

These firefighters qualify as an action team because they 

are capable of synchronized peak performance at a 

moment’s notice.



Team Effectiveness

Criteria

1. Performance

 Team achieves intended

 results

2. Viability

 Members satisfied with

 team experience

 Members willing to 

 continue contributing

 to team effort

Team-friendly

Organization

Work team

• Individuals with

 teamwork 

 competencies

• Effective 

 teamwork
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launched a line of ready-to-eat desserts by setting up a team of nine people with 
the freedom to operate like entrepreneurs starting their own business. The team 
even had to oversee construction of a factory with the technology required to 
manufacture their product.”15 This particular team was a combination advice-
project-action team. In short, the General Foods team did everything but manu-
facture the end product themselves (that was done by production teams).

Effective Work Teams
The effectiveness of athletic teams is a straightforward matter of wins and losses. 
Things become more complicated, however, when the focus shifts to work teams in 
today’s organizations.16 Figure 11–1 lists two effectiveness criteria for work teams: 
performance and viability.  Conceptually, the first one is simple: Did the team get the 
job done? The second criterion is more subtle and easily ignored or overlooked, to the 
longer-term detriment of the organization. Team viability is defined as team members’ 
satisfaction and continued willingness to contribute. Are the team members better or 
worse off for having contributed to the team effort? A work team is not truly effective 
if it gets the job done but self-destructs in the process and burns everyone out.

Also, as indicated in Figure 11–1, work teams require a team-friendly organi-
zation if  they are to be effective. Work teams need a support system. They have a 
much greater chance of success if  they are nurtured and facilitated by the organi-
zation. The team’s purpose needs to be in concert with the organization’s strategy. 
Similarly, team participation and autonomy require an organizational culture that 
values those processes. A good role model is Linda Hunt, president of St. Joseph’s 
Hospital and Medical Center in Phoenix, Arizona. She recently noted,

We live the model of collaboration.  We promote it in our centers of excellence and in 

our teaching programs, and we incorporate teams into quality care wherever possible.17

Team members also need appropriate technological tools, reasonable sched-
ules, and training. Teamwork needs to be rewarded by the organizational reward 
system.18 Such is not the case when pay and bonuses are tied solely to individual 
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Team viability

Team members 
satisfied and willing 

to contribute.

Figure 11–1 Effective Work Teams

SOURCES:  Adapted in part from E Sundstrom, K P DeMeuse, and D Futrell, “Work Teams,” American 

Psychologist, February 1990, pp 120–33; and C A Beatty and B A Barker Scott, Building Smart Teams:  A Roadmap 

to High Performance (Thousand Oaks, CA: Sage, 2004), pp 5–8.
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output. For a positive example, consider what has taken place at Internet equip-
ment maker Cisco Systems:

[CEO John] Chambers took . . . steps to rein in Cisco’s Wild West culture during 2002. 

Most pointedly, he made teamwork a critical part of top execs’ bonus plans. He told them 

30% of their bonuses for the 2003 fiscal year would depend on how well they collabo-

rated with others. “It tends to formalize the discussion around how can I help you and 

how can you help me,” says Sue Bostrom, head of Cisco’s Internet consulting group.19

Contributors Need Teamwork Competencies Forming 
workplace teams and urging employees to be good team players are good starting 
points on the road to effective teams. But much more is needed today.20 Jeff Zucker, 
president of NBC Universal Television Group, initially faced this situation:

My biggest challenge is getting the new team to maximize our potential and combine 

together into one culture. We have a bunch of people with strong personalities who 

are extremely good at what they do. I want them to feel they are the best, and yet have 

us work together as a team.21

In short, Zucker’s leadership group had not yet melded into a true team, as de-
fined earlier. He needed to make sure his people possessed the teamwork competen-
cies in Table 11–3.  Teamwork skills and competencies need to be role modeled and 
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Table 11–3   How Strong Are Your Teamwork Competencies?

Orients Team to Problem-Solving Situation

Assists the team in arriving at a common understanding of the situation or problem. Determines the 

important elements of a problem situation. Seeks out relevant data related to the situation or problem.

Organizes and Manages Team Performance

Helps team establish specific, challenging, and accepted team goals. Monitors, evaluates, and provides feed-

back on team performance. Identifies alternative strategies or reallocates resources to address feedback 

on team performance.

Promotes a Positive Team Environment

Assists in creating and reinforcing norms of tolerance, respect, and excellence. Recognizes and praises 

other team members’ efforts. Helps and supports other team members. Models desirable team member 

behavior.

Facilitates and Manages Task Conflict

Encourages desirable and discourages undesirable team conflict. Recognizes the type and source of con-

flict confronting the team and implements an appropriate resolution strategy. Employs “win–win” negotia-

tion strategies to resolve team conflicts.

Appropriately Promotes Perspective

Defends stated preferences, argues for a particular point of view, and withstands pressure to change posi-

tion for another that is not supported by logical or knowledge-based arguments. Changes or modifies 

position if a defensible argument is made by another team member. Projects courtesy and friendliness to 

others while arguing position.

SOURCE: From G Chen, L M Donahue, and R I Klimoski, “Training Undergraduates to Work in Organizational Teams,” Academy of 

Management Learning and Education, March 2004,  App.  A, p 40. Copyright © 2004 by The Academy of Management. Reproduced by 

permission of  The Academy of Management via Copyright Clearance Center.
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taught. For example, when Jim Vesterman was an MBA student at the University of 
Pennsylvania’s Wharton School, he recalled lifelong teamwork lessons he learned as 
a combat US Marine serving in Iraq:

We were one team. Our platoon commander would often quote Kipling to describe 

Marines: “The strength of the pack is the wolf, and the strength of the wolf is the pack.” 

The Marine Corps recruits wolves. But its strength comes from training them to fight 

as a pack . . .

When I’m working with a group now, I can honestly say that I think about the team 

first. The “I first” approach has been drilled out of me.22 

Table 11– 4 Characteristics of Effective Teamwork

 1. Clear purpose  The vision, mission, goal, or task of the team has been defined and is now 

 accepted by everyone. There is an action plan.

 2. Informality  The climate tends to be informal, comfortable, and relaxed.  There are no 

 obvious tensions or signs of boredom.

 3. Participation There is much discussion, and everyone is encouraged to participate.

 4. Listening  The members use effective listening techniques such as questioning, 

 paraphrasing, and summarizing to get out ideas.

 5. Civilized disagreement  There is disagreement, but the team is comfortable with this and shows 

 no signs of avoiding, smoothing over, or suppressing conflict.

 6. Consensus decisions  For important decisions, the goal is substantial but not necessarily 

 unanimous agreement through open discussion of everyone’s ideas, 

 avoidance of formal voting, or easy compromises.

 7. Open communication  Team members feel free to express their feelings on the tasks as well as 

 on the group’s operation. There are few hidden agendas. Communication 

 takes place outside of meetings.

 8.  Clear roles and work 

assignments

 There are clear expectations about the roles played by each team 

 member. When action is taken, clear assignments are made, accepted, 

 and carried out.  Work is fairly distributed among team members.

 9. Shared leadership  While the team has a formal leader, leadership functions shift from time 

 to time depending on the circumstances, the needs of the group, and 

 the skills of the members. The formal leader models the appropriate 

 behavior and helps establish positive norms.

10. External relations  The team spends time developing key outside relationships, mobilizing 

 resources, and building credibility with important players in other parts 

 of the organization.

11. Style diversity  The team has a broad spectrum of team-player types including members 

 who emphasize attention to task, goal setting, focus on process, and 

 questions about how the team is functioning.

12. Self-assessment  Periodically, the team stops to examine how well it is functioning and 

 what may be interfering with its effectiveness.

SOURCE: From G M Parker, Team Players and Teamwork: The New Competitive Business Strategy (San Francisco: Jossey-Bass, 1990), 

table 2, p 33. Reprinted with permission of John Wiley & Sons, Inc.
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Notice in Table 11–3 the impor-
tance of group problem solving, 
mentoring, and conflict man-
agement skills. 

What Does Effective 
Teamwork Involve?  Un-
fortunately, the terms team and 
teamwork are tossed around 
rather casually today. Many 
work groups are called teams 
when they are far from it. Real 
teamwork requires a concerted 
collective effort (see Table 11–4).  
It requires lots of tolerance, 
practice, and trial-and-error 
learning.23 Using Table 11– 4 as 
a guide, have you ever person-
ally  experienced real teamwork?

Why Do Work Teams Fail?
Advocates of  the team approach to management paint a very optimistic and 
bright picture. Yet there is a dark side to teams.24 While exact statistics are not 
available, they can and often do fail. Anyone contemplating the use of  team 
structures in the workplace needs a balanced perspective of  advantages and 
limitations.

Common Management Mistakes with Teams The main threats 
to team effectiveness, according to the center of  Figure 11–2, are unrealistic ex-
pectations leading to frustration.  Frustration, in turn, encourages people to aban-
don teams. Both managers and team members can be victimized by unrealistic 
expectations.

On the left side of Figure 11–2 is a list of common management mistakes. 
These mistakes generally involve doing a poor job of creating a supportive envi-
ronment for teams and teamwork.

Problems for Team Members The lower-right portion of  Figure 11–2 
lists common problems for team members. Contrary to critics’ Theory X conten-
tion about employees lacking the motivation and creativity for real teamwork, 
it is common for teams to take on too much too quickly and to drive them-
selves too hard for fast results. Important group dynamics and team skills get 
lost in the rush for results. Consequently, team members’ expectations need to 
be given a reality check by management and team members themselves. Also, 
teams need to be counseled against quitting when they run into an unanticipated 
obstacle. Failure is part of  the learning process with teams, as it is elsewhere in 
life. Comprehensive training in interpersonal skills can prevent many common 
teamwork problems.
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Military units know the wisdom behind the old saying that there is no letter “I” in 

the word team.



Mistakes typically made by management

• Teams cannot overcome weak strategies and poor

   business practices.

• Hostile environment for teams (command-and-control

   culture; competitive/individual reward plans;

   management resistance).

• Teams adopted as a fad, a quick-fix; no long-term

   commitment.

• Lessons from one team not transferred to others

   (limited experimentation with teams).

• Vague or conflicting team assignments.

• Inadequate team skills training.

• Poor staffing of teams.

• Lack of trust.
Unrealistic expectations

resulting in frustration

Problems typically experienced by team members

• Team tries to do too much too soon.

• Conflict over differences in personal work styles

   (and/or personality conflicts).

• Too much emphasis on results, not enough on team

   processes and group dynamics.

• Unanticipated obstacle causes team to give up.

• Resistance to doing things differently.

• Poor interpersonal skills (aggressive rather than

   assertive communication, destructive conflict, win-lose

   negotiation).

• Poor interpersonal chemistry (loners, dominators,

   self-appointed experts do not fit in).

• Lack of trust.
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Figure 11– 2 Why Work Teams Fail

SOURCES: Adapted from discussion in S R Rayner, “Team Traps: What They Are, How to Avoid Them,” National 

Productivity Review, Summer 1996, pp 101–15; L Holpp and R Phillips, “When Is a Team Its Own Worst Enemy?” 

Training, September 1995, pp 71–82; B Richardson, “Why Work Teams Flop—and What Can Be Done about It,” 

National Productivity Review, Winter 1994/95, pp 9–13; and C O Longenecker and M Neubert, “Barriers and 

Gateways to Management Cooperation and Teamwork,” Business Horizons, September–October 2000, pp 37–44.

Effective Teamwork through Cooperation, 
Trust, and Cohesiveness 
As competitive pressures intensify, experts say organizational success increasingly 
will depend on teamwork rather than individual stars. Nowhere is this more true 
than in hospitals. Imagine yourself  or a loved one being in this terrible situation:

A 67-year-old woman was admitted to the hospital for treatment of cerebral aneurysms—

weakened blood vessels in the brain. Doctors examined her and sent her to her room.

The next day, she was wheeled into cardiology, of all places, where a doctor had 

threaded a catheter into her heart before someone noticed he had the wrong patient. 

The procedure was stopped; the patient recovered.25

to the point
What can 
be done to 
improve coop-
eration, trust, 
and cohesive-
ness in work 
teams?
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Analysis of this case by researchers revealed the need for better communication and 
teamwork.

Whether in hospitals or the world of business, three components of teamwork 
receiving the greatest attention are cooperation, trust, and cohesiveness. Let us 
explore the contributions each can make to effective teamwork.

Cooperation
Individuals are said to be cooperating when their efforts are systematically inte-
grated to achieve a collective objective.26 The greater the integration, the greater 
the degree of cooperation. Ritz-Carlton, the luxury hotel chain, effectively inte-
grates cooperation into its service quality improvement strategy:

The whole approach . . . depends upon identifying and correcting things that go wrong. 

To ensure that errors are reported rather than covered up, Ritz-Carlton tries hard to 

de-stigmatize them, shifting the focus from blame to correction. Mistakes are referred 

to as “Mr. BIVs,” after a cartoon character whose name stands for breakdowns, inef-

ficiencies, and variations.  The point is that “a Mr. BIV occurred, and we want to surface 

it and get rid of it forever,” explains [training director Diana] Oreck.

At the start of every shift, every day, at every Ritz-Carlton property, a 15-minute 

staff meeting takes place. Part of it is devoted to refresher training on one of the 12 

“Service Values” incorporated into the company’s Gold Standards. . . . Another part 

alerts the staff to Mr. BIVs that have arisen and the guests affected.27

Cooperation versus Competition A widely held assumption among 
managers is that “competition brings out the best in people.” From an economic 
standpoint, business survival depends on staying ahead of the competition. But 
from an interpersonal standpoint, critics contend competition has been overem-
phasized, primarily at the expense of cooperation.28 UK-born Sandra Dawson, 
an expert on organizational change who teaches management at the University of 
Cambridge, recently offered these helpful insights:

I am a very strong advocate for collaboration. . . . [I tell my students,] “You need no lessons 

in competition. You will be as competitive as anyone, because you are here and because 

you are determined about where you want to go. But I am not sure how you will col-

laborate, though that may well differentiate you in tomorrow’s global business world.”

I found women likelier to agree initially that collaboration is important. I found men 

much more difficult to get to the door of collaboration. Men maybe have a tougher time 

looking beyond themselves and those like them. They have got to believe that there is value 

in the “Other,” who will by definition have different interests and ways to see the world.

. . . [W]e teach collaboration by demonstrating its success in action [through group 

projects with local companies]. . . .  The groups have to deliver on very tight deadlines 

they can meet only if they take the best from each member and do not allow one mem-

ber to dominate in all respects.29

Research Support for Cooperation After conducting a meta-analysis 
of 122 studies encompassing a wide variety of subjects and settings, one team of 
researchers concluded that

 Cooperation is superior to competition in promoting achievement and productivity.1. 

 2. Cooperation is superior to individualistic efforts in promoting achievement and 

productivity.
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3.  Cooperation without intergroup competition 

promotes higher achievement and productivity 

than cooperation with intergroup competition.30

Given the size and diversity of the research base, 
these findings strongly endorse cooperation in 
modern organizations. Cooperation can be en-
couraged by reward systems that reinforce team-
work, along with individual achievement.

Interestingly, cooperation can be encour-
aged by quite literally tearing down walls, or 
not building them in the first place. A study of 
229 managers and professionals employed by 
eight small businesses proved insightful:

The researchers looked at the effects of private 

offices, shared private offices, cubicles, and team-

oriented open offices on productivity, and found 

to their initial surprise that the small team, open-

office configuration (desks scattered about in 

a small area with no partitions) to be signifi-

cantly correlated with superior performance. 

In addition, they found that the open-office 

configuration was particularly favored by the 

youngest employees, who believe open offices

provide them greater access to colleagues and the opportunity to learn from their 

more seasoned senior compatriots.31

There is a movement among architects and urban planners to design and build 
structures that encourage spontaneous interaction, cooperation, and teamwork 
(see the Real World/Real People feature on page 317). 

A study involving 84 male US Air Force trainees uncovered an encouraging 
link between cooperation and favorable race relations. After observing the sub-
jects interact in three-man teams during a management game, the researchers con-
cluded: “[Helpful] teammates, both black and white, attract greater respect and 
liking than do teammates who have not helped. This is particularly true when the 
helping occurs voluntarily.”32 These findings suggest that managers can enhance 
equal employment opportunity and diversity programs by encouraging voluntary 
helping behavior in interracial work teams. Accordingly, it is reasonable to con-
clude that voluntary helping behavior could build cooperation in mixed-gender 
teams and groups as well.

Another study involving 72 health care professionals in a US Veterans Affairs 
Medical Center found a negative correlation between cooperation and team size. In 
other words, cooperation diminished as the health care team became larger.33 Managers 
thus need to restrict the size of work teams if they desire to facilitate cooperation.

Trust
These have not been good times for trust. Years of wasteful government spending, 
massive layoffs, bloated executive bonuses, corporate scandals, and broken prom-
ises have left many people justly cynical about trusting what leaders say and do.34 In 
a 2008 Harvard University public opinion survey, 80% said the United States was 

LO.6

FARCUS® is reprinted with permission from LaughingStock 

Licensing Inc., Ottawa, Canada.  All rights reserved. 



317

in a government and business leadership crisis. Sixty-five percent said so in 2005.35 
So it is no surprise that a recent international survey found only about 50% of US, 
Canadian, and Mexican employees trusted top management. Significantly, 75% of 
those surveyed in all three countries reportedly trusted their immediate supervisors. 
This prompted the following observation: “The findings should matter to manage-
ment because of the close link between trust and employee engagement: The more 
employees trust management, the more engaged and productive they will be—and 
vice versa.”36 This contention is reinforced by another survey: “In a study of 500 
business professionals, conducted by MasterWorks, Annandale, Virginia, 95% said 
the main factor in deciding to stay or leave their job was whether they had a trust-
ing relationship with their manager.”37 Clearly, remedial action is needed to close 
the trust gap, especially the huge one between employees and top management.

In this section, we examine the concept of trust and introduce six practical 
guidelines for building trust.

Edmunds.com, a publisher of automotive informa-

tion, moved its staff of 300 to a new building in Santa 

Monica, Calif., in 2005. The 90,000-sq.-ft. building, 

designed by Studios Architecture, is meant to empha-

size collaboration. It has only five private offices for 

executives. The rest of the staff, now numbering 423, 

stretch across the top and bottom floors of open-plan 

space, with an airy reception area on the middle floor 

doubling as an all-staff gathering spot and coffee area. 

Since relocating, the company’s employee turnover 

rate has been halved.  

From an architectural standpoint, what would 
your ideal workspace look like?

SOURCE: H Walters, “Efficiency Trumps Opulence,” BusinessWeek, 

December 15, 2008, p 74. 

Designing Buildings with Employee Collaboration in Mind

REAL WORLD | real people 

go to the Web for the Self-Exercise:  How Trusting Are You?

Teamwork today begins with how architects 

design buildings and workspaces to foster human 

interaction and cooperation rather than isolation.
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Reciprocal Faith and a Cognitive Leap Trust is defined as recipro-
cal faith in others’ intentions and behavior.38 Experts on the subject explain the 
reciprocal (give-and-take) aspect of trust as follows:

When we see others acting in ways that imply that they trust us, we become more 

disposed to reciprocate by trusting in them more. Conversely, we come to distrust 

those whose actions appear to violate our trust or to distrust us.39

In short, we tend to give what we get: trust begets trust; distrust begets distrust. 
Trust can be fragile, too. Syndicated business columnist Harvey Mackay re-
minds us that “[i]t takes years to build up trust, but only seconds to destroy it.”40 
Appropriately, an interesting new line of management research centers on trust 
repair, both organizational and interpersonal.41 

One model of organizational trust includes a personality trait called propen-

sity to trust. The developers of the model explain:

Propensity might be thought of as the general willingness to trust others. Propensity will 

influence how much trust one has for a trustee prior to data on that particular party 

being available. People with different developmental experiences, personality types, and 

cultural backgrounds vary in their propensity to trust. . . . An example of an extreme 

case of this is what is commonly called blind trust. Some individuals can be observed 

to repeatedly trust in situations that most people would agree do not warrant trust. 

Conversely, others are unwilling to trust in most situations, regardless of circumstances 

that would support doing so.42

What is your propensity to trust? How did you develop that personality trait?
Trust involves “a cognitive ‘leap’ beyond the expectations that reason and ex-

perience alone would warrant”43 (see Figure 11–3).  For example, suppose a mem-
ber of a newly formed class project team works hard, based on the assumption 
that her teammates also are working hard. That assumption, on which her trust 
is based, is a cognitive leap that goes beyond her actual experience with her team-
mates. When you trust someone, you have faith in their good intentions. The act of 
trusting someone, however, carries with it the inherent risk of betrayal. Progressive 
managers believe that the benefits of interpersonal trust far outweigh any risks 
of betrayed trust. For example, Michael Powell, who founded the chain of book-
stores bearing his name more than 25 years ago, built his business around the 
principles of open-book management, empowerment, and trust. Powell’s propen-
sity to trust was sorely tested when one of his employees stole more than $60,000 

Trust

Reciprocal faith in 
others’ intentions 

and behavior.

Propensity 
to trust

A personality trait 
involving one’s 

general willingness 
to trust others.

Figure 11–3   Interpersonal Trust Involves a Cognitive Leap
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in a used-book purchasing scheme. After putting in some accounting safeguards, 
Powell’s propensity to trust remains intact. He observed,

The incident was a watershed for me and my staff, dispelling any naïveté we may have 

had about crime. We realized that not only can theft happen; it will happen. At the same 

time, dealing with the matter forced us to revisit our basic values and managerial phi-

losophies. We believe that the modern demands of business call for an empowered and 

fully flexible staff, and we know that such a staff will often have to handle valuable com-

modities and money. We also believe that most people are not going to abuse our trust 

if they are put in a position with a reasonable amount of review and responsibility.44

How to Build Trust Management professor/consultant Fernando Bartolomé 
offers the following six guidelines for building and maintaining trust:

 Communication.1.  Keep team members and employees informed by explaining 

policies and decisions and providing accurate feedback. Be candid about one’s 

own problems and limitations. Tell the truth.

 Support.2.  Be available and approachable. Provide help, advice, coaching, and sup-

port for team members’ ideas.

 Respect.3.  Delegation, in the form of real decision-making authority, is the most im-

portant expression of managerial respect. Actively listening to the ideas of others is a 

close second. (Empowerment, discussed in Chapter 15, is not possible without trust.)

 Fairness.4.  Be quick to give credit and recognition to those who deserve it. Make 

sure all performance appraisals and evaluations are objective and impartial.

 Predictability.5.  Be consistent and predictable in your daily affairs. Keep both ex-

pressed and implied promises.

 Competence.6.  Enhance your credibility by demonstrating good business sense, 

technical ability, and professionalism.45

Trust needs to be earned; it cannot be demanded. Trust is anchored to credibility—
“developing the integrity, intent, capabilities, and results that make you believable, 
both to yourself  and to others.”46 How credible and trustworthy are you? How 
about those in your personal and professional circles? 

Cohesiveness
Cohesiveness is a process whereby “a sense of ‘we-ness’ emerges to transcend 
 individual differences and motives.”47 Members of a cohesive group stick together. 
They are reluctant to leave the group. Cohesive group members stick together for 
one or both of the following reasons: (1) because they enjoy each others’ company 
or (2) because they need each other to accomplish a common goal. Accordingly, 
two types of group cohesiveness, identified by sociologists, are socio-emotional 
cohesiveness and instrumental cohesiveness.48

Socio-Emotional and Instrumental Cohesiveness Socio-emotional 

cohesiveness is a sense of togetherness that develops when individuals derive emo-
tional satisfaction from group participation. Most general discussions of group 
cohesiveness are limited to this type. However, from the standpoint of getting 
things accomplished in task groups and teams, we cannot afford to ignore 
 instrumental cohesiveness. Instrumental cohesiveness is a sense of togetherness that 
develops when group members are mutually dependent on one another because 
they believe they could not achieve the group’s goal by acting separately. A feeling 

Credibility

Being believable 
through integrity, 
intent, capabilities, 
and results.
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of “we-ness” is instrumental in achieving the common goal. Team advocates gen-
erally assume both types of cohesiveness are essential to productive teamwork. 
But is this really true?

Lessons from Group Cohesiveness Research What is the connec-
tion between group cohesiveness and performance? A landmark meta-analysis of 
49 studies involving 8,702 subjects provided these insights:

 There is a small but statistically significant cohesiveness • → performance effect.

 The cohesiveness • → performance effect was stronger for smaller and real 
groups (as opposed to contrived groups in laboratory studies).

 The cohesiveness • → performance effect becomes stronger as one moves 
from nonmilitary real groups to military groups to sports teams.

 Commitment to the task at hand (meaning the individual sees the perfor-• 
mance standards as legitimate) has the most powerful impact on the cohe-
siveness → performance linkage.

•  The performance → cohesive-
ness linkage is stronger than 
the cohesiveness → perfor-
mance linkage. Thus, success 
tends to bind group or team 
members together rather 
than closely knit groups 
being more successful.

•  Contrary to the popular 
view, cohesiveness is not 
“a ‘lubricant’ that minimizes 
friction due to the human 
‘grit’ in the  system.”49

•  All this evidence led the 
researchers to this practical 
conclusion: “Efforts to en-
hance group performance 
by fostering interpersonal 
attraction or ‘pumping up’ 
group pride are not likely 
to be effective.”50

A second meta-analysis found no significant relationship between cohesive-
ness and the quality of  group decisions. However, support was found for Janis’s 
contention that groupthink tends to afflict cohesive in-groups with strong lead-
ership. Groups whose members liked each other a great deal tended to make 
poorer quality decisions.51

Getting Some Positive Impact from Group Cohesiveness Re-
search tells us that group cohesiveness is no secret weapon in the quest for improved 
group or team performance. The trick is to keep task groups small, make sure per-
formance standards and goals are clear and accepted, achieve some early successes, 
and follow the tips in Table 11–5.  A good example is Westinghouse’s highly auto-
mated military radar electronics plant in College Station, Texas. Compared with 

Sergey Brin (left) and Larry Page have a lot to smile about these days. The 

Moscow and Michigan natives teamed up while pursuing graduate degrees at 

Stanford University and founded Google in 1998.  Who says teamwork doesn’t 

pay? Can you say “billionaire?” 



 Chapter Eleven   Developing and Leading Eff ective Teams 321

their counterparts at a traditional factory in Baltimore, each of the Texas plant’s 
500 employees produces eight times more, at half the per-unit cost:

The key, says Westinghouse, is not the robots but the people. Employees work in teams 

of 8 to 12. Members devise their own solutions to problems. Teams measure daily how 

each person’s performance compares with that of other members and how the team’s 

performance compares with the plant’s.  Joseph L Johnson, 28, a robotics technician, 

says that is a big change from a previous hourly factory job where he cared only about 

“picking up my paycheck.” Here, peer pressure “makes sure you get the job done.”52

Self-selected work teams (in which people pick their own teammates) and off-
the-job social events can stimulate socio-emotional cohesiveness.53 The fostering 
of socio-emotional cohesiveness needs to be balanced with instrumental cohesive-
ness. The latter can be encouraged by making sure everyone in the group recog-
nizes and appreciates each member’s vital contribution to the group goal. While 
balancing the two types of cohesiveness, managers need to remember that group-
think theory and research cautions against too much cohesiveness.

Teams in Action:   Virtual Teams 
and Self-Managed  Teams

All sorts of interesting approaches to teams and teamwork can be found in the 
workplace today. A great deal of experimentation is taking place as organizations 
struggle to be more flexible and responsive (see the Real World/Real People feature 
on page 322) . New information technologies also have spurred experimentation with 
team formats. This section profiles two different approaches to teams: virtual teams 
and self-managed teams. We have selected these particular types of teams for three 
reasons: (1) they have recognizable labels, (2) they have at least some research evi-
dence, (3) they vary in degree of empowerment (refer to Figure 15–2 in Chapter 15).

As indicated in Table 11–6, the two types of teams are distinct but not totally 
unique.  Overlaps exist. For instance, computer-networked virtual teams may or 
may not have volunteer members and may or may not be self-managed. Another 

LO.8 to the point
What are 
the keys to 
success for 
virtual and 
self-managed 
teams?

Table 11– 5 Steps Managers Can Take to Enhance the Two Types of Group Cohesiveness

Socio-Emotional Cohesiveness

Keep the group relatively small.

Strive for a favorable public image to increase the status and prestige of belonging.

Encourage interaction and cooperation.

Emphasize members’ common characteristics and interests.

Point out environmental threats (e.g., competitors’ achievements) to rally the group.

Instrumental Cohesiveness

Regularly update and clarify the group’s goal(s).

Give every group member a vital “piece of the action.”

Channel each group member’s special talents toward the common goal(s).

Recognize and equitably reinforce every member’s contributions.

Frequently remind group members they need each other to get the job done.
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point of overlap involves the fifth variable in Table 11–6: relationship to orga-
nization structure. Teams are called parallel structures when they exist outside 
normal channels of authority and communication.54 Self-managed teams, on the 
other hand, are integrated into the basic organizational structure. Virtual teams 
vary in this regard, although they tend to be parallel because they are made up 
of functional specialists (engineers, accountants, marketers, etc.) who team up on 
temporary projects. Keeping these basic distinctions in mind, let us explore virtual 
teams and self-managed teams.

Table 11– 6 Basic Distinctions between Virtual Teams and Self-Managed Teams

VIRTUAL TEAMS SELF-MANAGED TEAMS

Type of team

(see Table 11–2)

Advice or project (usually project) Production, project, or action

Type of empowerment

(see Figure 15–2)

Consultation, participation, or 

  delegation

Delegation

Members Managers and technical specialists Production/service, technical 

 specialists

Basis of membership Assigned (some voluntary) Assigned

Relationship to 

 organization structure

Parallel or integrated Integrated

Amount of face-to-face 

 communication

Periodic to none Varies, depending on use of 

 information technology

Xerox has a dedicated team of ethnographers—yes, as 

in social scientists who study people in their natural 

habitats—following workers as they go about their 

business. One goal is to pass their findings on to big 

customers, which can use the information to harness 

global workforces. . . .

 Steve Hoover, who runs one of Xerox’s research 

labs in Webster, N.Y., has a theory about what the next 

generation of work will look like. Work, he reckons, 

will be like making a movie. Instead of teaming up 

with the same people day in and day out, “hundreds 

of people [with very diverse work styles] will come 

together for a year and then break apart.” . . . By gain-

ing a better understanding of how different people 

collaborate, Xerox hopes to ensure that each movie 

has a happy ending.  

What will happen to personal accountability 
and ethics in a more flexible and global project-
oriented workplace? Explain. 

SOURCE: J Mero, “Field Study: The Evolution of Work,” Fortune, 

September 29, 2008, pp 224–25. 

Xerox’s “Future of Work” Project Foresees a Flexible Global Workplace

REAL WORLD | real  people 
ethics

The long-standing dream of working from the beach is 

now a reality, thanks to modern telecommunications 

and wireless Internet technology. Your virtual office on 

Hawaii’s Waikiki Beach awaits. Interested?
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Virtual Teams
Virtual teams are a product of modern times. They take their name from virtual 
reality computer simulations, where “it’s almost like the real thing.” Thanks to 
evolving information technologies such as the Internet, e-mail, instant messaging, 
videoconferencing, groupware, and fax machines, you can be a member of a work 
team without really being there.55 Traditional team meetings are location specific. 
Team members are either physically present or absent. Virtual teams, in contrast, 
convene electronically with members reporting in from different locations, differ-
ent organizations, and even different time zones.

Because virtual teams are relatively new, there is no consensual definition. Our 
working definition of a virtual team is a physically dispersed task group that con-
ducts its business primarily through modern information technology. Advocates 
say virtual teams are very flexible and efficient because they are driven by informa-
tion and skills, not by time and location. People with needed information or skills 
can be team members, regardless of where or when they actually do their work. 
Virtual teams are second nature to many who grew up with the Internet. USA 
Today recently observed:

Online communities have become so vital that close to half of those in the USA who 

participate—43%—say their online friends and associates are as important as groups 

they participate in face to face.56

On the negative side, lack of face-to-face interaction can weaken trust, commu-
nication, and accountability. Working remotely may also negatively impact how 
management perceives work quality. In a survey of 1,465 employees, 55% said yes 
and 45% said no to the question: “Do you think your work quality is perceived the 
same when you work remotely as when you are physically in the office?”57 Also, as 
covered in Chapter 1 under the discussion of e-leadership, leading and managing 
from a distance can be very challenging.58

Research Insights As one might expect with a new and ill-defined area, 
research evidence to date is a bit spotty. Here is what we have learned so far from 
recent studies of computer-mediated groups:

 Virtual groups formed over the Internet follow a group development process • 
similar to that for face-to-face groups.59 (Recall our discussion of Tuckman’s 
model in Chapter 10.)

 Internet chat rooms create more work and yield poorer decisions than face-• 
to-face meetings and telephone conferences.60

 Successful use of groupware (software that facilitates interaction among vir-• 
tual group members) requires training and hands-on experience.61

 Inspirational leadership has a positive impact on creativity in electronic • 
brainstorming groups.62

 Conflict management is particularly difficult for • asynchronous virtual teams 
(those not interacting in real time) that have no opportunity for face-to-face 
interaction.63

  Having at least one member of a team working remotely “prompts the group • 
to be more disciplined in its coordination and communication—yielding a 
better and more productive experience for all members. . . . But turn that iso-
late into a pair—by adding a coworker at the same location—and the team 

Virtual team

Information 
technology allows 
group members in 
different locations 
to conduct business.
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 suffers.”64 The latter problem occurs because the remote pair tends to bond 
with each other, all too often against “headquarters.”

Practical Considerations Virtual teams may be in fashion, but they are 
not a cure-all. In fact, they may be a giant step backward for those not well versed 
in modern information technology. Managers who rely on virtual teams agree on 
one point: Meaningful face-to-face contact, especially during early phases of the 
group development process, is absolutely essential. Virtual group members need 
“faces” in their minds to go with names and electronic messages. Periodic face-
to-face interaction not only fosters social bonding among virtual team members, 
it also facilitates conflict resolution. Additionally, virtual teams cannot succeed 
without some old-fashioned factors such as top-management support, hands-on 
training, a clear mission and specific objectives, effective leadership, and schedules 
and deadlines. (See the practical tips listed in Table 11–7.) 

Table 11–7 How to Create and Manage a Virtual Team

Forming the Team

•  Develop a team mission statement along with teamwork expectations and norms, project goals, and 

deadlines.

•  Recruit team members with complementary skills and diverse backgrounds who have the ability and 

willingness to contribute.

•  Get a high-level sponsor to champion the project.

•  Post a skill, biographical sketch, contact information, and “local time” matrix to familiarize members 

with each other and their geographic dispersion.

Preparing the Team

•  Make sure everyone has a broadband connection and is comfortable with virtual teamwork technologies 

(e.g., e-mail, instant messaging, conference calls, online meeting and collaboration programs such as WebEx, 

and videoconferencing).

•  Establish hardware and software compatibility.

•  Make sure everyone is comfortable with synchronous (interacting at the same time) and asynchronous 

(interacting at different times) teamwork.

•  Get individuals to buy in on team goals, deadlines, and individual tasks.

Building Teamwork and Trust

•  Make sure everyone is involved (during meetings and overall).

•  Arrange periodic face-to-face work meetings, team-building exercises, and leisure activities.

•  Encourage collaboration between and among team members and subtasks.

•  Establish an early-warning system for conflict (e.g., gripe sessions).

Motivating and Leading the Team

•  Post a scoreboard to mark team progress toward goals.

•  Celebrate team accomplishments both virtually and face-to-face.

•  Begin each virtual team meeting with praise and recognition for outstanding contributions.

•  Keep team members’ line managers informed of their accomplishments and progress.

SOURCE: From Robert Kreitner, Management, 11th ed (Boston: Houghton Mifflin Harcourt, 2009), p 385. Copyright © 2009 

SouthWestern, a part of Cengage Learning, Inc. Reproduced by permission. www.cengage.com/permission.
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Self-Managed Teams
Have you ever thought you could do a better job than your boss? Well, if  the trend 
toward self-managed work teams continues to grow as predicted, you just may get 
your chance. For example, “[a]t a General Mills cereal plant in Lodi, California, 
teams . . . schedule, operate, and maintain machinery so effectively that the factory 
runs with no managers present during the night shift.”65 More typically, managers 
are present to serve as trainers and facilitators. Self-managed teams come in every 
conceivable format today, some more autonomous than others.

Self-managed teams are defined as groups of workers who are given administra-
tive oversight for their task domains. Administrative oversight involves delegated 
activities such as planning, scheduling, monitoring, and staffing. These are chores 
normally performed by managers. In short, employees in these unique work groups 
act as their own supervisor. Accountability is maintained indirectly by outside man-
agers and leaders. According to a study of a company with 300 self-managed teams, 
66 “team advisers” relied on these four indirect influence tactics:

 • Relating. Understanding the organization’s power structure, building trust, 
showing concern for individual team members.

 • Scouting. Seeking outside information, diagnosing teamwork problems, 
 facilitating group problem solving.

 • Persuading. Gathering outside support and resources, influencing team to be 
more effective and pursue organizational goals.

 • Empowering. Delegating decision-making authority, facilitating team 
 decision-making process, coaching.66

Self-managed teams are variously referred to as semiautonomous work groups, 
autonomous work groups, and superteams.

Managerial Resistance Something much more complex is involved than 
this apparently simple label suggests. The term self-managed does not mean simply 
turning workers loose to do their own thing. Indeed, an organization embracing 
self-managed teams should be prepared to undergo revolutionary changes in man-
agement philosophy, structure, staffing and training practices, and reward systems. 
Moreover, the traditional notions of managerial authority and control are turned 
on their heads. Not surprisingly, many managers strongly resist giving up the reins 
of power to people they view as subordinates. They see self-managed teams as a 
threat to their job security.

Cross-Functionalism A common feature of self-managed teams, particu-
larly among those above the shop-floor or clerical level, is cross-functionalism.67 
In other words, specialists from different areas are put on the same team. For ex-
ample, you can thank a cross-functional team for that little musical riff  you hear 
every time you fire up Microsoft’s Windows Vista operating system: “In the end, 
it took 18 months—and a team of 20 composers, sound designers, engineers, and 
developers.”68 Mark Stefik, a manager at the world-renowned Palo Alto Research 
Center in California, explains the wisdom of cross-functionalism:

Something magical happens when you bring together a group of people from different 

disciplines with a common purpose. It’s a middle zone, the breakthrough zone.  The idea 

is to start a team on a problem—a hard problem, to keep people motivated.  When 

there’s an obstacle, instead of dodging it, bring in another point of view: an electrical 

Self-managed 
teams

Groups of 
employees granted 
administrative 
oversight for their 
work.

Cross-
functionalism

Team made up of 
technical specialists 
from different areas.
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Table 11– 8  There Are Many Ways to Empower Self-Managed Teams

External Leader Behavior

Make team members responsible and accountable for the work they do.1. 

Ask for and use team suggestions when making decisions.2. 

Encourage team members to take control of their work.3. 

Create an environment in which team members set their own team goals.4. 

Stay out of the way when team members attempt to solve work-related problems.5. 

Generate high team expectations.6. 

Display trust and confidence in the team’s abilities.7. 

Production/Service Responsibilities

The team sets its own production/service goals and standards.1. 

The team assigns jobs and tasks to its members.2. 

Team members develop their own quality standards and measurement techniques.3. 

Team members take on production/service learning and development opportunities.4. 

Team members handle their own problems with internal and external customers.5. 

The team works with a whole product or service, not just a part.6. 

Human Resource Management System

The team gets paid, at least in part, as a team.1. 

Team members are cross-trained on jobs within their team.2. 

Team members are cross-trained on jobs in other teams.3. 

Team members are responsible for hiring, training, punishment, and firing.4. 

Team members use peer evaluations to formally evaluate each other.5. 

Social Structure

The team gets support from other teams and departments when needed.1. 

The team has access to and uses important and strategic information.2. 

The team has access to and uses the resources of other teams.3. 

The team has access to and uses resources inside and outside the organization.4. 

The team frequently communicates with other teams.5. 

The team makes its own rules and policies.6. 

SOURCE: From B L Kirkman and B Rosen, “Powering Up Teams,” Organizational Dynamics,   Winter 2000, p 56. Copyright © 2000 

with permission from Elsevier Science.

engineer, a user interface expert, a sociologist, whatever spin on the market is needed. 

Give people new eyeglasses to cross-pollinate ideas.69

Are Self-Managed Teams Effective? The Research Evidence 
 Among companies with self-managed teams, the most commonly delegated tasks 
are work scheduling and dealing directly with outside customers. The least com-
mon team chores are hiring and firing.70 Most of today’s self-managed teams re-
main bunched at the shop-floor level in factory settings. Experts predict growth of 
the practice in the managerial ranks and in service operations.71
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Much of what we know about self-managed teams comes from testimonials 
and case studies. Fortunately, a body of higher quality field research is slowly 
developing. A review of three meta-analyses covering 70 individual studies con-
cluded that self-managed teams had

 A positive effect on productivity.• 

 A positive effect on specific attitudes relating to self-management (e.g., • 
 responsibility and control).

 No significant effect on general attitudes (e.g., job satisfaction and • 
organizational commitment).

 No significant effect on absenteeism or turnover.• 72

Although encouraging, these results do not qualify as a sweeping endorsement 
of self-managed teams. Nonetheless, experts say the trend toward self-managed 
work teams will continue upward in North America because of a strong cultural 
bias in favor of direct participation (see Table 11–8).  Managers need to be pre-
pared for the resulting shift in organizational administration.73

go to the Web for the Self-Exercise: Measuring Work Group 
Autonomy

Team Building and Team Leadership 
Helping a work group evolve into a true team requires imaginative and cost-
 effective team building and a special set of leadership skills. Let us explore what 
these requirements entail.

Team Building 
Team building is a catch-all term for a whole host of techniques aimed at im-
proving the internal functioning of work groups. Whether conducted by company 
trainers or outside consultants, team-building activities and workshops strive for 
greater cooperation, better communication, and less dysfunctional conflict. 

 Rote memorization and lectures/discussions are discouraged by team-building 
experts who prefer active versus passive learning. Greater emphasis is placed on 
how work groups get the job done than on the job itself. Experiential learning 
techniques such as interpersonal trust exercises, conflict-handling role-play ses-
sions, creative activities (see the Real World/Real People feature on page 328), 
and competitive games are common. Outdoor activities can be a nice change of 
pace for office and factory dwellers. An extreme case in point: “Each year Seagate 
Technology spends $2 million for 200 employees to spend a week hiking, kayak-
ing, and adventure racing in the mountains of New Zealand.”74 Company offi-
cials insist it’s worth it. But ethical red flags have been raised about lavish off-site 
events during the recent deep recession (see the Ethical Dilemma at the end of 
this chapter). Less costly team-building activities, such as volunteering to build a 
Habitat for Humanity home, can be both effective and socially responsible. Jeffrey 
Katzenberg, CEO of Dreamworks Animation SKG, the studio that gave us Shrek, 
prefers celebrations for team building: “When a movie opens, when a DVD comes 

to the point
How can 
team build-
ing and team 
leadership 
create a high-
performance 
team?

Team building

Experiential learning 
aimed at better 
internal functioning 
of groups.



328

out, or when awards are won, all of those milestones are celebrated in a big way.”75 
Free online resources, such as www.businessballs.com (named for the art of jug-
gling balls), are an excellent way to spark your imagination about how to go about 
building your team in a cost-effective manner.

The Bottom Line: Without clear goals, proper leadership, careful attention to 
details, and transfer of learning back to the job, both on-site and off-site team-

building sessions can become an expensive disap-
pointment.76

The Goal of Team Building: High-
Performance  Teams Team building allows 
team members to wrestle with simulated or real-
life problems. Outcomes are then analyzed by the 
group to determine what group processes need im-
provement. Learning stems from recognizing and 
addressing faulty group dynamics. Perhaps one 
subgroup withheld key information from another, 
thereby hampering group progress. With cross-
cultural teams becoming commonplace in today’s 
global economy, team building is more important 
than ever.77

A nationwide survey of team members from 
many organizations, by Wilson Learning Cor-
poration, provides a useful model or benchmark 

LO.9

 Pat Summitt, head coach of the University of Tennessee’s 

women’s basketball team has over 1,000 wins and 8 national 

championships because of her ability to meld diverse and 

talented individuals into high-performance teams.

What CEO doesn’t wish his team could function like 

a well-rehearsed orchestra? To learn how managers 

can make such music, companies hire Slovenia-born 

concert violinist Miha Pogac̆nik. For a song (O.K., for 

$16,000 a day), Pogac̆nik, based in Hamburg, teaches 

executives at companies such as Oracle how musical 

compositions are organized and ways to apply those 

principles to business. Last year he spoke, and played, 

at Northwestern’s Kellogg School of Management. 

Recently he had European Union environment min-

isters sit with members of an orchestra in Ljubljana 

(Slovenia’s capital) as they played to experience how 

leaders relate to teams. Such exposure “builds up 

almost new organs of perception” in executives, claims 

Pogac̆nik, who will also arrange for a CEO to wield 

the baton.    

If given the task by your manager, what specific 
team-building activity would you select and 
what would you do to make it an effective 
learning event?

SOURCE:  Reprinted from J Ewing, “Turning Managers into Business 

Maestros,” August 4, 2008, issue of BusinessWeek by special 

permission. Copyright © 2008 by The McGraw-Hill Companies, Inc .

Team Building: Turning Managers into Business Maestros

REAL WORLD | real people 

Concert violinists, such as Miha Pogac̆nik, are the ultimate 

team players.
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of what we should expect of teams. The researchers’ question was simply: “What 
is a high-performance team?”78  The  respondents  were asked to describe their peak 
experiences in work teams. Analysis of the survey results yielded the following 
eight attributes of high-performance teams:

 Participative leadership.1.  Creating an interdependency by empowering, freeing 

up, and serving others.

 Shared responsibility.2.  Establishing an environment in which all team members feel 

as responsible as the manager for the performance of the work unit.

 Aligned on purpose.3.  Having a sense of common purpose about why the team ex-

ists and the function it serves.

 High communication.4.  Creating a climate of trust and open, honest communication.

Future focused.5.  Seeing change as an opportunity for growth.

Focused on task.6.  Keeping meetings focused on results.

Creative talents.7.  Applying individual talents and creativity.

Rapid response.8.  Identifying and acting on opportunities.79

These eight attributes effectively combine many of today’s most progressive 
ideas on management, among them being participation, empowerment, service 
ethic, individual responsibility and development, self-management, trust, active 
listening, and envisioning. But patience and diligence are required. According to 
a manager familiar with work teams, “high-performance teams may take three to 
five years to build.”80

Assessing the Effectivensss of Team Building Managers  are ac-
countable for knowing if  their team-building activities are effective. The most 
widely used assessment framework among corporate trainers was first developed 
in 1959 by University of Wisconsin professor Donald L Kirkpatrick. His four-
level evaluation model, from most superficial to most comprehensive, consists of 
the following:

  • Reaction—How did the participants feel about the activity?

 Learning• —Did the experience increase knowledge or improve skills?

 Behavior• —Did participants’ on-the-job behavior improve as a result of the 
activity?

 • Results—Did participants subsequently achieve better measurable results?81 

Unfortunately, managers too often settle for a quick post-activity survey of partici-
pants (e.g., Did you enjoy the activity? Was it worthwhile?). Adequate assessment re-
quires a more comprehensive approach. Tony Hsieh, CEO of online retailer Zappos, 
is headed in the right direction by quizzing managers responsible for team building:

 [He] polls managers after they’ve taken teams to dinner or on a hike, and they invari-

ably talk about communication, greater trust, and budding friendships. “Then we ask, 

‘How much more efficient do you think your team is now?’” Hsieh says. “The range is 

anywhere from 20% to 100%.”82

go to the Web for the Group Exercise: Student Team Development 
Project
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Leading Teams 
Practical experience and a growing body of research have made it apparent that 
leading a team is not the same as leading individuals.83 Parallel sets of skills are 
needed. This is somewhat akin to the difference between conducting a group exer-
cise with a classroom full of students and discussing a problem with one student 
after class. Very different interaction dynamics are involved in the two situations. 
As a prelude to our comprehensive coverage of leadership in Chapter 16, this 
final section highlights the importance of being able to lead both individuals and 
teams. Harvard Business School professor Linda A Hill framed the challenge for 
new managers this way:

. . .[T]he new manager must figure out how to harness the power of a team. Simply 

focusing on one-on-one relationships with members of the team can undermine that 

process.

. . . [M]any new managers fail to recognize, much less address, their team-building 

responsibilities. Instead, they conceive of their people-management role as building 

the most effective relationships they can with each individual subordinate, erroneously 

equating the management of their team with managing the individuals on the team.

They attend primarily to individual performance and pay little or no attention to 

team culture and performance. They hardly ever rely on group forums for identifying 

and solving problems. Some spend too much time with a small number of trusted 

subordinates, often those who seem most supportive. New managers tend to handle 

issues, even those with teamwide implications, one-on-one. This leads them to make 

decisions based on unnecessarily limited information.84

These are cautionary words for aspiring, new, and experienced managers 
alike. Keep them in mind as you reflect back on our discussion of groupthink 
in Chapter 10 and our discussions in later chapters of group decision making, 
 functional conflict, communication, influence and power, leadership, and manag-
ing change.85 

Explain how a work group becomes a team.1.  A team is 

a mature group where leadership is shared, account-

ability is both individual and collective, the members 

have developed their own purpose, problem solving is a 

way of life, and effectiveness is measured by collective 

outcomes.

Identify and describe four types of work teams.2.  Advice 

teams provide information for managerial decisions. 

Production teams perform an organization’s day-to-

day operations. Project teams apply specialized knowl-

edge to solve problems needed to complete a specific 

project. Action teams are highly skilled and highly 

 coordinated to provide peak performance on demand.

Explain the model of effective work teams, and specify 3. 

the two criteria of team effectiveness. Work teams 

need three things: (a) a team-friendly organization 

to provide a support system, (b) individuals with 

teamwork competencies, and (c) effective teamwork. 

The two team effectiveness criteria are performance 

(getting the job done) and team viability (satisfied 

members who are willing to continue contributing to 

the team).

Identify five teamwork competencies team members 4. 

need to possess. They are (a) orients team to problem-

solving situation, (b) organizes and manages team per-

formance, (c) promotes a positive team  environment, 

Summary of Key Concepts
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(d) facilitates and manages task conflict, and (e) appro-

priately promotes perspective.

Discuss why teams fail.5.  Teams fail because unrealistic 

expectations cause frustration and failure. Common 

management mistakes include weak strategies, creating 

a hostile environment for teams, faddish use of teams, 

not learning from team experience, vague team assign-

ments, poor team staffing, inadequate training, and 

lack of trust. Team members typically try too much 

too soon, experience conflict over differing work styles 

and personalities, ignore important group dynamics, 

resist change, exhibit poor interpersonal skills and 

chemistry, and display a lack of trust.

List at least four things managers can do to build trust.6.  

Six recommended ways to build trust are through com-

munication, support, respect (especially delegation), 

fairness, predictability, and competence.

Distinguish two types of group cohesiveness, and sum-7. 

marize cohesiveness research findings. Cohesive groups 

have a shared sense of togetherness or a “we” feel-

ing. Socio-emotional cohesiveness involves emotional 

satisfaction. Instrumental cohesiveness involves goal-

directed togetherness. There is a small but significant 

relationship between cohesiveness and performance. 

The effect is stronger for smaller groups. Commit-

ment to task among group members strengthens the 

cohesiveness-performance linkage. Success can build 

group cohesiveness. Cohesiveness is not a cure-all for 

group problems. Too much cohesiveness can lead to 

groupthink.

Define virtual teams and self-managed teams.8.  Virtual 

teams are physically dispersed work groups that con-

duct their business via modern information technolo-

gies such as the Internet, e-mail, and videoconferences. 

Self-managed teams are work groups that perform 

their own administrative chores such as planning, 

scheduling, and staffing.

Describe high-performance teams and discuss team lead-9. 

ership. Eight attributes of high-performance teams are 

participative leadership, shared responsibility, aligned 

on purpose, high communication, future focused for 

growth, focused on task, creative talents applied, and 

rapid response. Leading a team is not the same as lead-

ing the individuals within it. Parallel sets of leadership 

skills are required. More emphasis is needed on team 

building, broader input, and group problem solving.
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OB in Action Case Study

A Trans-Atlantic Team Learns the Ropes86 

 Of all the things Dave Gray worried about when he 
branched out overseas, tripe never entered the equation.

Gray, founder and chairman of Xplane, a consulting 
and design firm based in Portland, Oregon, acquired a 
small firm in Madrid in late 2006, hoping to establish 
a European outpost and break into Spanish-speaking 
markets worldwide. Gray was eager to establish rapport 
between his Spanish and American staff  members, and 
face-to-face meetings seemed like the best way to forge a 
bond. But during one dinner meeting in Madrid shortly 
after the acquisition, a visitor from Xplane’s St. Louis 
office refused to sample the tripe—considered a delicacy 
in Spain—and proceeded to make crude jokes about it.

It was a minor incident, but only one in a series of 
minor incidents that ultimately created tensions be-
tween the six employees in Xplane’s Madrid office and 
the 45 in its U.S. offices. “I expected to come in and say, 
‘This is how we do things,’” says Gray, who relocated to 
Madrid to oversee the transition. But he quickly learned 
that the Madrid and American offices were separated 
by more than just an ocean.

Most companies have a standard formula for team 
building: Spring for an annual off-site, throw in a few 
happy hours and a holiday party, and hope for chem-
istry. That approach may suffice when employees work 
under the same roof or even in the same country. But 
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in a global workplace, misunderstandings and resent-
ments can pile up, says Anil Gupta, a professor at the 
University of Maryland’s Robert H. Smith School 
of Business and co-author of The Quest for Global 
Dominance: Transforming Global Presence into Global 
Competitive Advantage. The result, all too often, is an 
us-against-them mentality that makes the already chal-
lenging task of running a global organization much 
more difficult. Small companies, Gupta says, need to 
establish guidelines early, before tensions start to rise.

At Xplane, the culture clashes were starting to hurt 
morale. Gray noticed, for example, that some Spanish 
staff  members grumbled when they learned that they 
had been excluded from e-mails sent to everyone in the 
two U.S. locations. The exclusion sent a clear message 
to the Spanish staff: You’re not one of us. “They would 
always forget there was a third office,” says Stephen 
O’Flynn, an Irish citizen and a project manager in the 
Madrid office.

Gray knew he had to make changes. “These cultural 
aspects don’t show up in numbers,” he says. “But a good 
culture is the fuel that keeps things going.” He told em-
ployees that too much information is better than not 
enough and that seemingly minor statements could be 
misinterpreted. Meanwhile, Xplane’s CEO, Aric Wood, 
asked the Madrid staff  members to fill out surveys 
about their experiences, then discussed the results with 
them during one-on-one sessions. . . .

Lack of communication was a major complaint. 
“Not only did they feel distant, but technology was a 
major obstacle,” Wood says. To make communicating 
easier, Xplane switched to Web-based phone service; 
now, co-workers dial only four numbers to call one an-
other instead of 13. Wood set up a wiki with pictures 
of employees from all three offices. O’Flynn became an 
unofficial ambassador to the U.S., going out of his way 
to call colleagues in Portland and St. Louis for input 
and urging his office mates to do the same. “I did a lot 
of brokering to get people talking,” he says.

The technology has improved communication, but 
it’s no substitute for face time, Wood says. Instead of 
spending money on a one-off  team-building trip, Xplane 

started a year-round employee exchange program. Last 
year, the company rented apartments in Madrid and 
Portland and spent $20,000 flying employees back and 
forth for weeklong visits. About 16 employees have 
crossed the Atlantic. “We tried to close the gap through 
technology,” Wood says, “but ultimately we had to buy 
a lot of airline tickets.”

Of course, there is no one-size-fits-all solution for 
building an effective global team. Part of the problem 
is that each country has its own cultural peccadilloes. In 
China, for example, many employees are reluctant to dis-
agree with their managers or assume leadership roles—
a trait linked to the legacy of the Cultural Revolution of 
the 1960s and 1970s, when speaking out was dangerous. 
By contrast, companies moving into India often con-
tend with ego clashes and power struggles, according to 
Gupta, who researched more than 200 companies for 
his book. “People in India, especially in tech companies, 
believe they are just as competent as those in the United 
States,” he says. That’s a problem if  their American 
counterparts see them as second class. 

Questions for Discussion
Using Table 11–1 as a guide, what did Xplane have 1. 

to do to create a team when the Madrid firm was 
acquired? Explain.

Should Xplane’s employees have been instructed 2. 

ahead of time in both the cross-cultural competen-
cies back in Table 4–4 and the teamwork competen-
cies in Table 11–3? Explain how it should have been 
done.

How important is trust with this sort of interna-3. 

tional virtual team? Explain how you would have 
established trust more quickly.

Which type of cohesiveness, socio-emotional or 4. 

instrumental, is more important in this type of team 
building? Explain.

What advice would you give Xplane’s CEO Aric 5. 

Wood about managing a virtual team, team build-
ing, and team leadership?

 On Mar. 2, [2009], Wayzata (Minn.)-
based TCF Financial announced 

it would return $361 million to the Treasury Dept. 
TCF’s decision came weeks after politicians pilloried 
the bank for holding a company-bonding event at a 
ski resort. “From Congress’ point of view, any dollar 
a bank spends is subject to government review,” says 

TCF Chief  Executive William Cooper. “It’s another 
regulatory push on top of all the regulation we have 
[already].”

 TCF shouldn’t have taken government bailout 1. 

money if  it didn’t really need it. Explain your ethi-
cal reasoning.

 Thanks, But No Thanks!87 

Ethical Dilemma
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Web Resources

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner

 Cooper did the right thing to protect management’s 2. 

right to run the company as it sees fit. Explain your 
ethical reasoning. 

 Congress doesn’t understand the value of first-rate 3. 

team building in competitive business organizations. 

How would you explain the ethics and practical 
value of such expenditures if  you were called to 
 testify before a congressional committee? 

Invent other options. Discuss.4. 



Chapter 12
Individual and Group 
Decision Making

When you finish studying the material in this chapter, you should be able to:

 Compare and contrast the rational model of decision making, Simon’s 
normative model, and the garbage can model.

 Discuss eight decision-making biases.

 Discuss knowledge management and techniques used by companies to 
increase knowledge sharing.

 Explain the model of decision-making styles.

 Explain the model of intuition and the ethical decision tree.

 Summarize the pros and cons of involving groups in the decision-making 
process.

 Contrast brainstorming, the nominal group technique, the Delphi 
technique, and computer-aided decision making.

 Describe the stages of the creative process.

 Discuss the practical recommendations for increasing creativity.
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Student Resources for Studying Chapter 12

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

From suggestion boxes to “open door” policies, manag-

ers frequently claim they solicit input and new ideas 

from their employees. But few companies generate—

and implement—as many ideas from their employees 

as Landscape Forms Inc.

The commercial-outdoor furniture manufacturer 

was originally formed to provide winter work op-

portunities to summer landscaping crews in snowy 

Michigan. In the early 1980s, the company adopted 

Frost/Scanlon principles—a set of processes devel-

oped by university researchers to improve organiza-

tional effectiveness, such as teaching employees the 

importance of taking part in workplace decision mak-

ing. The object is to create a participatory workforce 

that understands and feels connected to the goals of 

the organization.

Today the company still practices and teaches those 

principles and has devised several of its own ways for 

employees to be actively engaged in decisions that 

affect their immediate work. One way: an employee-

suggestion system dubbed “muda removas.” A play on a 

Japanese term, it translates as “getting rid of waste.”

In this process, developed by Landscape manage-

ment, employees and their teams come up with ways 

to make their jobs more efficient and effective. If 

the whole team agrees on the employee’s idea, it 

can be implemented—without approval from senior 

management.

Landscape documents how many muda removas 

are implemented and publishes them in its employee 

newsletter. So far this year, the company has imple-

mented more than 1,400. Many are small changes, 

such as slightly altering the manufacturing process in 

a way that makes assembly easier, but they can make 

a big difference in one employee’s job satisfaction or 

efficiency. . . .

Landscape has also encouraged the use of its muda-

remova procedures to enlist employees to come up 

with cost-saving ideas in their immediate areas that 

would save the company money, at a time when it’s 

struggling to compete with companies moving manu-

facturing overseas.

Mardi White, a 57-year-old customer service rep-

resentative, has worked at Landscape for 21 years and 

says she’s had “many” of her ideas implemented. Last 

  Landscape Forms employees celebrating the opening of 

their new manufacturing area that was designed with the 

input of all employees.

online resources
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We all make decisions on a daily basis. From deciding what clothes to wear to 
whom we want to marry, our decisions impact our lives in many ways. Sometimes 
our choices are good and other times they are bad. At work, however, decision 
making is one of the primary responsibilities of being a manager, and the qual-
ity of one’s decisions can have serious consequences. Consider the cases of for-
mer General Motors Chairman and CEO Richard Wagoner Jr. and John Thain, 
former CEO of Merrill Lynch. In April 2005, GM’s management team met and 
debated whether or not to build another electric car: The company’s first electric 
car resulted in a loss of $1 billion. Wagoner and his team decided to stay with gas 
guzzlers and to fight congressional proposals aimed at improving fuel economy 
instead of building an electric car. Four years later, Toyota’s hybrids have gained 
market share and GM is on the verge of bankruptcy. Some believe that this deci-
sion cost Wagoner his job.2 In contrast, John Thain’s decisions caused Ken Lewis, 
Bank of America’s former CEO, to ask Thain for his resignation in 2009: BofA 
bought Merrill in December 2008. While Merrill was losing over $27 billion in 
2008, Thain spent $1.2 million decorating his office. “Thain also handed out lav-
ish packages to new hires. Peter Kraus, whom Thain lured from Goldman to head 
strategic planning, got a guarantee of around $25 million, which he received even 
though he left the company after three weeks . . . Thain was even more generous to 
Thomas Montag, installing him as head of sales and trading with a $39.4 million 
package.” One of Thain’s last decisions was to award around $4 billion in 2008 bo-
nuses for Merrill employees despite a fourth quarter loss of $15.84 billion. Shortly 
after, he left town for a skiing trip to Vail rather than deal with the financial crisis.3  
In contrast, the chapter-opening vignette illustrates how decision making contrib-
uted to Landscape Forms’ success. 

The overall goal of this chapter is to provide you with a thorough understand-
ing of decision making so that you can improve the quality of your personal and 
group-based decisions. To help in this pursuit, this chapter focuses on (1) models 
of decision making, (2) decision-making biases, (3) the dynamics of decision mak-
ing, (4) group decision making, and (5) creativity.

Models of Decision Making 

Decision making entails identifying and choosing alternative solutions that lead 
to a desired state of affairs. For example, you may be reading this book as part 
of an online course that you decided to take because you are working full time. 
Alternatively, you may be a full-time student reading this book as part of a course 
being taken on campus. Identifying and sorting out alternatives like when and 
how to take a course is the process of decision making.

You can use two broad approaches to make decisions. You can follow a ratio-
nal model or various nonrational models. Let us now consider how each of these 
approaches works. We begin by examining the rational model of decision making.

LO.1to the point
What are the 
key differenc-
es between 
rational and 
nonrational 
models of 
decision mak-
ing and how 
can these 
models be 
integrated?

Decision making

Identifying and 
choosing solutions 

that lead to a 
desired end result.

year, she realized how time-consuming it was to find 

furniture-assembly instructions in the computer system 

when talking with a customer by phone. She suggested 

that the company put a customer’s assembly instruc-

tions and other information in one computer program, 

so they were easy to access. Her manager consulted 

with the IT department to see if it was feasible. It was.

“If you can find ways to make your job easier, the 

company is very open to that,” Ms. White says.1

FOR DISCUSSION

What are the strengths of Landscape Forms’s 

approach to decision making? 
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The Rational Model
The rational model proposes that managers use a rational, four-step sequence 
when making decisions: (1) identifying the problem, (2) generating alternative so-
lutions, (3) selecting a solution, and (4) implementing and evaluating the solution. 
According to this model, managers are completely objective and possess complete 
information to make a decision. Despite criticism for being unrealistic, the ratio-
nal model is instructive because it analytically breaks down the decision-making 
process and serves as a conceptual anchor for newer models.4 Let us now consider 
each of these four steps.

Identifying the Problem A problem exists when the actual situation and 
the desired situation differ. For example, a problem exists when you have to pay 
rent at the end of the month and don’t have enough money. Your problem is not 
that you have to pay rent. Your problem is obtaining the needed funds. Mattel’s 
CEO, Bob Eckert, learned that his company had a problem when two of his top 
managers arrived in his office to tell him lead had been discovered in one of the 
company’s toys. Around the same time, newspapers were publishing reports that 
magnets were becoming dislodged from other Mattel toys: If  a small child swal-
lowed them, they could cause serious damage by attaching themselves together in 
the child’s intestines. Eckert had to decide whether his company had a publicity 
problem, a design problem, or a production problem—and if  it were a production 
problem, where that problem was occurring and why.5 In general, how do indi-
viduals or organizations know when a problem exists or will occur soon? Three 
methods are commonly used for identifying problems: historical cues, planning, 
and other people’s perceptions: 

 Using historical cues to identify problems assumes that the recent past is the best 1. 

estimate of the future. Thus, managers rely on past experience to identify dis-

crepancies (problems) from expected trends. For example, a sales manager may 

conclude that a problem exists because the first-quarter sales are less than they 

were a year ago. This method is prone to 

error because it is highly subjective.

 A planning approach is more systematic 2. 

and can lead to more accurate results. 

This method consists of using projections 

or scenarios to estimate what is expected 

to occur in the future. A time period of 

one or more years is generally used. The 

scenario technique  is a speculative, con-

jectural forecast tool used to identify 

future states, given a certain set of envi-

ronmental conditions. Once different sce-

narios are developed, companies devise 

alternative strategies to survive in the 

various situations. This process helps to 

create contingency plans far into the fu-

ture.6 Companies like Royal Dutch/Shell, 

Fleet Financial Group, IBM, Pfizer, and 

Deutsche Bank are increasingly using the 

scenario technique as a planning tool.

Rational model

Logical four-
step approach to 
decision making.

Problem

Gap between an 
actual and a desired 
situation. 

Scenario 
technique

Speculative 
forecasting method.
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Consumers even use coffee shops to conduct business 

meetings. What can McDonald’s do to tap that market?

 A final approach to identifying problems is to rely on the perceptions of oth-3. 

ers. A restaurant manager may realize that his or her restaurant provides poor 

service when a large number of customers complain about how long it takes to 

receive food after placing an order. In other words, customers’ comments signal 

that a problem exists. Interestingly, companies frequently compound their prob-

lems by ignoring customer complaints or feedback.

Some companies use multiple methods to identify problems. McDonald’s is a 
good example (see the Real World/Real People feature above). 

Generating Solutions After identifying a problem, the next logical step 
is generating alternative solutions. For repetitive and routine decisions such as 
deciding when to send customers a bill, alternatives are readily available through 
decision rules. For example, a company might routinely bill customers three days 
after shipping a product. This is not the case for novel and unstructured decisions. 
Because there are no cut-and-dried procedures for dealing with novel problems, 
managers must creatively generate alternative solutions. Unfortunately, a study of 
400 strategic decisions revealed that this recommendation is easier said than done. 
Results showed that managers fell prey to three decision-making blunders that 
restricted the number of solutions they considered when trying to solve a problem. 
These blunders were (1) rushing to judgment, (2) selecting readily available ideas 
or solutions, and (3) making poor allocation of resources to study alternative solu-
tions. Decision makers thus are encouraged to slow down when making decisions, 

McDonald’s executives watching the growth of 

Starbucks at the beginning of this decade realized 

that they were missing out on the fastest-growing 

parts of the beverage business. Data showed that 

soda sales had flattened while sales of specialty coffee 

and smoothies were growing at a double-digit rate 

outside McDonald’s. Customers were buying food at 

McDonald’s, then going to convenience stores to get 

bottled energy drinks, sports drinks and tea, as well as 

sodas by Coke competitors. . . . 

 McDonald’s researchers contacted customers of 

Starbucks and other coffee purveyors and conducted 

three-hour interviews where they videotaped the 

customers talking about their coffee-buying habits. The 

researchers got in the cars of the customers and drove 

with them to their favorite coffee place, then took them 

to McDonald’s and had them try the espresso drinks.

What methods were used to identify the cause 
of why McDonald’s was missing out on the 
fastest-growing components of the beverage 
business?

SOURCE: Excerpted from J Adamy, “McDonald’s Takes On a 

Weakened Starbucks,” The Wall Street Journal, January 7, 2008, 

pp A1,  A10. 

 McDonald’s Used Multiple Methods to Identify a Problem 

REAL WORLD | real people 
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to evaluate a broader set of alternatives, and to invest in studying a greater number 
of potential solutions.7

Selecting a Solution Optimally, decision makers want to choose the 
alternative with the greatest value. Decision theorists refer to this as maximizing 
the expected utility of an outcome. This is no easy task. First, assigning values to 
alternatives is complicated and prone to error. Not only are values subjective, but 
they also vary according to the preferences of the decision maker. Research dem-
onstrates that people vary in their preferences for safety or risk when making deci-
sions. For example, a meta-analysis summarizing 150 studies revealed that males 
displayed more risk taking than females.8 Further, evaluating alternatives assumes 
they can be judged according to some standards or criteria. This further assumes 
that (1) valid criteria exist, (2) each alternative can be compared against these 
criteria, and (3) the decision maker actually uses the criteria. As you know from 
making your own key life decisions, people frequently violate these assumptions. 
Finally, the ethics of the solution should be considered. In the earlier example 
of Mattel’s problems, CEO Eckert said, “How you achieve success is just as im-
portant as success itself.”9 He announced a recall of 18.2 million toys, the largest 
recall in Mattel’s history. The company also announced that its magnet toys had 
been redesigned to make them safer and that it had investigated the Chinese con-
tractor that had used the paint containing lead. Would you conclude that these 
options maximized utility for Mattel? 

Implementing and Evaluating the Solution Once a solution is 
chosen, it needs to be implemented. After the solution is implemented, the evalua-
tion phase assesses its effectiveness. If  the solution is effective, it should reduce the 
difference between the actual and desired states that created the problem. If  the 
gap is not closed, the implementation was not successful, and one of the following 
is true: Either the problem was incorrectly identified or the solution was inappro-
priate. Assuming the implementation was unsuccessful, management can return 
to the first step, problem identification. If  the problem was correctly identified, 
management should consider implementing one of the previously identified, but 
untried, solutions. This process can continue until all feasible solutions have been 
tried or the problem has changed.

Summarizing the Rational Model The rational model is prescriptive, 
outlining a logical process that managers should use when making decisions. As 
such, the rational model is based on the notion that managers optimize when 
 making decisions. Optimizing involves solving problems by producing the best pos-
sible solution and is based on a set of highly desirable assumptions—having com-
plete information, leaving emotions out of the decision-making process, honestly 
and accurately evaluating all alternatives, time and resources are abundant and 
 accessible, and people are willing to implement and support decisions. Practical 
experience, of course, tells us that these assumptions are unrealistic. As noted by 
Herbert Simon, a decision theorist who in 1978 earned the Nobel Prize for his 
work on decision making, “The assumptions of perfect rationality are contrary to 
fact. It is not a question of approximation; they do not even remotely describe the 
processes that human beings use for making decisions in complex situations.”10

That said, there are three benefits of trying to follow a rational process as 
much as realistically possible.

Optimizing

Choosing the best 
possible solution.
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 The quality of decisions may be enhanced, in the sense that they follow more • 
logically from all available knowledge and expertise.

 It makes the reasoning behind a decision transparent and available to scrutiny.• 

 If  made public, it discourages the decider from acting on suspect • 
 considerations (such as personal advancement or avoiding bureaucratic 
 embarrassment).11

Nonrational Models of Decision Making
In contrast to the rational model’s focus on how decisions should be made, 
 nonrational models attempt to explain how decisions actually are made. They are 
based on the assumption that decision making is uncertain, that decision makers 
do not possess complete information, and that it is difficult for managers to make 
optimal decisions. Two nonrational models are Herbert Simon’s normative model 
and the garbage can model.

Simon’s Normative Model Herbert Simon proposed this model to de-
scribe the process that managers actually use when making decisions. The process is 
guided by a decision maker’s bounded rationality. Bounded rationality represents the 
notion that decision makers are “bounded” or restricted by a variety of constraints 
when making decisions. These constraints include any personal or environmental 
characteristics that reduce rational decision making. Examples are the limited ca-
pacity of the human mind, problem complexity and uncertainty, amount and time-
lines of information at hand, criticality of the decision, and time demands.12

Ultimately, these limitations result in the tendency to acquire manageable 
rather than optimal amounts of information. In turn, this practice makes it dif-
ficult for managers to identify all possible alternative solutions. In the long run, 
the constraints of bounded rationality cause decision makers to fail to evaluate all 
potential alternatives, thereby causing them to satisfice.

Satisficing consists of choosing a solution that meets some minimum quali-
fications, one that is “good enough.” Satisficing resolves problems by producing 
solutions that are satisfactory, as opposed to optimal. Finding a radio station to 
listen to in your car is a good example of satisficing. You cannot optimize because 
it is impossible to listen to all stations at the same time. You thus stop searching for 
a station when you find one playing a song you like or do not mind hearing.

A recent national survey by the Business Performance Management Forum un-
derscores the existence of satisficing: only 26% of respondents indicated that their 
companies had formal, well-understood decision-making processes. Respondents 
noted that the most frequent causes of poor decision making included:

 Poorly defined processes and practices.• 

 Unclear company vision, mission, and goals.• 

 Unwillingness of leaders to take responsibility.• 

 A lack of reliable, timely information.• 13

The Garbage Can Model As is true of Simon’s normative model, this 
approach grew from the rational model’s inability to explain how decisions are actu-
ally made. It assumes that organizational decision making is a sloppy and haphaz-
ard process. This contrasts sharply with the rational model, which proposed that 

Nonrational 
models

Explain how 
decisions actually 

are made.

Bounded 
rationality

Constraints that 
restrict rational 
decision making.

Satisficing

Choosing a solution 
that meets a 

minimum standard 
of acceptance.
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decision makers follow a sequential series of steps beginning with a problem and 
ending with a solution. According to the garbage can model, decisions result from 
a complex interaction between four independent streams of events: problems, solu-
tions, participants, and choice opportunities.14 The interaction of these events creates 
“a collection of choices looking for problems, issues and feelings looking for deci-
sion situations in which they might be aired, solutions looking for issues to which 
they might be the answer, and decision makers looking for work.”15 A similar type 
of process occurs in your kitchen garbage basket. We randomly discard our trash 
and it gets mashed together based on chance interactions. Consider, for instance, 
going to your kitchen trash container and noticing that the used coffee grounds 
are stuck to a banana peel. Can you explain how this might occur? The answer is 
simple: because they both got thrown in around the same time. Just like the process 
of mixing garbage in a trash container, the garbage can model of decision making 
assumes that decision making does not follow an orderly series of steps. Rather, at-
tractive solutions can get matched up with whatever handy problems exist at a given 
point in time or people get assigned to projects because their work load is low at that 
moment. This model of decision making thus attempts to explain how problems, 
solutions, participants, and choice opportunities interact and lead to a decision.

The garbage can model has four practical implications.16 First, many decisions 
are made by oversight or by the presence of a salient opportunity. For example, 
the Campbell Soup Company needed to find a way to motivate supermarkets to 
give them more space on the shelves. They thus decided to create a new shelving 
system that automatically slides soup cans to the front when a shopper picks up 
a can. The decision was a success. Customers bought more soup, increasing the 
revenue for both Campbell and the supermarkets, and the supermarkets reduced 
their restocking costs.17

Second, political motives frequently guide the process by which participants 
make decisions. It thus is important for you to consider the political ramifications 
of your decisions. Organizational politics are discussed in Chapter 15. Third, the 
decision-making process is sensitive to load. That is, as the number of problems 
increases, relative to the amount of time available to solve them, problems are less 
likely to be solved. Finally, important problems are more likely to be solved than 
unimportant ones because they are more salient to organizational participants.18

 Integrating Rational and Nonrational Models
Applying the idea that decisions are shaped by characteristics of problems and 
decision makers, consultants David Snowden and Mary Boone have come up with 
their own approach that is not as haphazard as the garbage can model but ac-
knowledges the challenges facing today’s organizations. They essentially integrate 
rational and nonrational models by identifying four kinds of decision environ-
ments and an effective method of decision making for each.19  

 A simple context is stable, and clear cause-and-effect relationships can be 1. 
discerned, so the best answer can be agreed on. This context calls for the 
rational model, where the decision maker gathers information, categorizes 
it, and responds in an established way.

 In a complicated context, there is a clear relationship between cause and 2. 
effect, but some people may not see it, and more than one solution may be 
effective. Here, too, the rational model applies, but it requires the investiga-
tion of options, along with analysis of them.

Garbage can 
model

Holds that decision 
making is sloppy 
and haphazard.
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 In a complex context, there is one right answer, but there are so many un-3. 
knowns that decision makers don’t understand cause-and-effect relation-
ships. Decision makers therefore need to start out by experimenting, testing 
options, and probing to see what might happen as they look for a creative 
solution.

 In a chaotic context, cause-and-effect relationships are changing so fast that 4. 
no pattern emerges. In this context, decision makers have to act first to estab-
lish order and then find areas where it is possible to identify patterns so that 
aspects of the problem can be managed.

Some situations are in the even more troubling state of disorder where those 
involved cannot even agree on the context. The solution then is to see aspects of 
the situation as a separate context and address them accordingly. For example, fol-
lowing the murder of seven people in a fast-food restaurant, Deputy Chief Walter 
Gasior had to

 take immediate action via the media to stem the tide of initial panic by keeping the 

community informed (chaotic); . . . help keep the department running routinely and 

according to established procedure (simple); . . . call in experts (complicated); and . . . 

continue to calm the community . . . (complex). That last situation proved the most chal-

lenging. . . . Gasior set up a forum for business owners, high school students, teachers, 

and parents to share concerns and hear the facts. . . . He allowed solutions to emerge 

from the community itself rather than trying to impose them.20 

Decision-Making Biases
 People make a variety of systematic mistakes when making decisions. These mistakes 
are generally associated with a host of biases that occur when we use judgmental heu-
ristics. Judgmental heuristics represent rules of thumb or shortcuts that people use 
to reduce information-processing demands.21 We automatically use them without 
conscious awareness. The use of heuristics helps decision makers to reduce the 
uncertainty inherent within the decision-making process. Because these shortcuts 
represent knowledge gained from past experience, they can help decision makers 
evaluate current problems. But they also can lead to systematic errors that erode 
the quality of decisions. For example, Dr. Jerome Groopman estimates that these 
biases might account for 15% to 20% of all misdiagnoses of medical conditions 
(see the Real World/Real People feature on page 343). 

There are both pros and cons to the use of heuristics. In this section we focus 
on discussing eight biases that affect decision making: (1) availability, (2) repre-
sentativeness, (3) confirmation, (4) anchoring, (5) overconfidence, (6) hindsight, 
(7) framing, and (8) escalation of commitment. Knowledge about these biases can 
help you to avoid using them in the wrong situation.22

 Availability heuristic.1.  The availability heuristic represents a decision maker’s 

tendency to base decisions on information that is readily available in memory. 

Information is more accessible in memory when it involves an event that recently 

occurred, when it is salient (e.g., a plane crash), and when it evokes strong emotions 

(e.g., a high-school student shooting other students). This heuristic is likely to cause 

people to overestimate the occurrence of unlikely events such as a plane crash or 

a high school shooting. This bias also is partially responsible for the recency effect 

discussed in Chapter 7. For example, a manager is more likely to give an employee 

LO.2to the point
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a positive performance evaluation if the employee exhibited 

excellent performance over the last few months.

 Representativeness heuristic.2.  The representativeness heu-

ristic is used when people estimate the probability of an 

event occurring. It reflects the tendency to assess the like-

lihood of an event occurring based on one’s impressions 

about similar occurrences. A manager, for example, may 

hire a graduate from a particular university because the 

past three people hired from this university turned out to 

be good performers. In this case, the “school attended” cri-

terion is used to facilitate complex information processing 

associated with employment interviews. Unfortunately, this 

shortcut can result in a biased decision. Similarly, an indi-

vidual may believe that he or she can master a new software 

package in a short period of time because a different type 

of software was easy to learn. This estimate may or may 

not be accurate. For example, it may take the individual a 

much longer period of time to learn the new software be-

cause it involves learning a new programming language.

 Confirmation bias.3.  The confirmation bias has two compo-

nents. The first is to subconsciously decide something be-

fore investigating why it is the right decision; for example, 

deciding to purchase a particular type of PDA (personal 

digital assistant). This directly leads to the second compo-

nent, which is to seek information that supports purchas-

ing this PDA while discounting information that does not.

 Anchoring bias.4.  How would  you answer the following two questions? Is the pop-

ulation of Iraq greater than 40 million? What’s your best guess about the popula-

tion of Iraq? Was your answer to the second question influenced by the number 

40 million suggested by the first question? If  yes, you were affected by the an-

choring bias. The anchoring bias occurs when decision makers are influenced by 

the first information received about a decision, even if  it is irrelevant. This bias 

happens because initial information, impressions, data, feedback, or stereotypes 

anchor our subsequent judgments and decisions.23

These stock traders make investment decisions 

in a pressure-filled environment. What type of 

decision-making biases are likely to influence 

their decisions? 

Operational mistakes account for only a small per-

centage of medical errors. The overwhelming majority 

reflect poor thinking. . . . My extensive research on 

misdiagnoses shows that even the most seasoned 

physicians are highly susceptible to anchoring error, 

or seizing on the first bit of clinical information that 

makes an impression. Similarly, all doctors recall dra-

matic past cases of theirs and mistakenly apply them to 

the case at hand, a so-called availability error. Another 

cognitive trap is attribution error, whereby a physician 

relies on a stereotype to which he attributes all of his 

patient’s complaints. Menopause, old age, and stress 

are common categories that physicians glibly invoke as 

explanation for vague symptoms without digging more 

deeply for other causes. 

Are you surprised that medical doctors fall 
prey to decision-making biases? Explain.

SOURCE: Excerpted from J Groopman, “A Doctor’s Rx for CEO 

Decision Makers,” Harvard Business Review, February 2008, pp 19–20.

Decision-Making Biases Affect the Misdiagnosis of Medical Conditions

REAL WORLD | real people 
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 Overconfidence bias.5.  The overconfidence bias relates to our tendency to be over-

confident about estimates or forecasts. This bias is particularly strong when 

you are asked moderate to extremely difficult questions rather than easy ones. 

Imagine the problem this bias might create for a sales manager estimating sales 

revenue for the next year. Research shows that overoptimism significantly influ-

ences entrepreneurs’ decisions to start and sustain new ventures.24 Imagine the 

challenges this bias might create for managers in difficult and dangerous situa-

tions. Recently, five US Forest Service firefighters died while fighting a fire in 

the mountains east of Los Angeles because their command officers were over-

confident about their ability to protect a vacation home. According to an inves-

tigation, the highly motivated firefighters tackled the hazardous situation, even 

though they lacked an adequate escape route.25 

 Hindsight bias.6.  Imagine yourself in the following scenario: You are taking an OB 

course that meets Tuesday and Thursday, and your professor gives unannounced 

quizzes each week. It’s the Monday before a class, and you are deciding whether to 

study for a potential quiz or to watch Monday night football. Two of your classmates 

have decided to watch the game rather than study because they don’t think there will 

be a quiz the next day. The next morning you walk into class and the professor says, 

“Take out a sheet of paper for the quiz.” You turn to your friends and say, “I knew 

we were going to have a quiz; why did I listen to you?” The hindsight bias occurs 

when knowledge of an outcome influences our belief about the probability that we 

could have predicted the outcome earlier. We are affected by this bias when we look 

back on a decision and try to reconstruct why we decided to do something.

 Framing bias.7.  This bias relates to the manner in which a question is posed. 

Consider the following scenario: Imagine that the United States is preparing for 

the outbreak of an unusual Asian disease that is expected to kill 600 people. Two 

alternative programs to combat the disease have been proposed. Assume that the 

exact scientific estimates of the consequences of the programs are as follows:

 Program A: If  Program A is adopted, 200 people will be saved.

 Program B: If  Program B is adopted, there is a one-third probability that 600 

people will be saved and a two-thirds probability that no people will be saved. 

Which of the two programs would you recommend?26 Research shows that most 

people chose Program A even though the two programs produce the same results. 

This result is due to the framing bias. The framing bias is the tendency to consider 

risks about gains—saving lives–differently than risks pertaining to losses—losing 

lives. You are encouraged to frame decision questions in alternative ways in order 

to avoid this bias.27

 Escalation of commitment bias.8.  The escalation of commitment bias refers to the 

tendency to stick to an ineffective course of action when it is unlikely that the 

bad situation can be reversed. Personal examples include investing more money 

into an old or broken car or waiting an extremely long time for a bus to take you 

somewhere when you could have walked just as easily. A business example per-

tains to whether or not the US government will continue to bail out GM above 

the already committed $13.4 billion even though the company shows limited 

signs of improvement.28 Researchers recommend the following actions to reduce 

the escalation of commitment:

 Set minimum targets for performance, and have decision makers compare • 

their performance against these targets.

 Regularly rotate managers in key positions throughout a project.• 
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 Encourage decision makers to become less ego-involved with a project.• 

 Make decision makers aware of the costs of persistence.• 29

Dynamics of Decision Making
 Decision making is part science and part art. Accordingly, this section examines 
two dynamics of decision making—knowledge management and decision-making 
styles—that affect the “science” component. It is important to understand the 
“science” side because knowledge management processes provide managers with 
the information they need to make decisions, and decision-making styles are indi-
vidual differences that influence the manner in which people make decisions. We 
also examine the “art” side of the equation by discussing the role of intuition in 
decision making and a decision tree for making ethical decisions. An understand-
ing of these dynamics can help managers make better decisions.

Improving Decision Making through Effective 
Knowledge Management

Have you ever had to make a decision with either too much or too little infor-
mation? If  you have, then you know the quality of  a decision is only as good 
as the information used to make the decision. This realization has spawned a 
growing interest in the concept of  knowledge management. Knowledge manage-

ment (KM) is “the development of  tools, processes, systems, structures, and cul-
tures explicitly to improve the creation, sharing, and use of  knowledge critical 
for decision making.”30 The effective use of  KM helps organizations improve the 
quality of  their decision making and correspondingly reduce costs and increase 
productivity.31

This section explores the fundamentals of KM so that you can use them to 
improve your decision making.

Knowledge Comes in Different Forms There are two types of knowl-
edge that impact the quality of decisions: tacit knowledge and explicit knowledge. 
Tacit knowledge “entails information that is difficult to express, formalize, 
or share. It . . . is unconsciously acquired from the experiences one has while 
immersed in an environment.”32 Many skills, for example, swinging a golf  club 
or writing a speech, are difficult to describe in words because they involve tacit 
knowledge. Tacit knowledge is intuitive and is acquired by having considerable 
experience and expertise at some task or job. We more thoroughly discuss the 
role of  intuition in decision making later in this section. In contrast, explicit 

knowledge can easily be put into words and explained to others. This type of 
knowledge is shared verbally or in written documents or numerical reports. In 
summary, tacit knowledge represents private information that is difficult to share, 
whereas explicit knowledge is external or public and is more easily communi-
cated. Although both types of  knowledge affect decision making, experts suggest 
competitive advantages are created when tacit knowledge is shared among em-
ployees.33 King Arthur Flour Company is a good example of  how employees can 
teach tacit knowledge to others. 

 Company executives believe that teaching its employee owners about baking and bak-

ing culture will give them an enthusiasm that will spill into how they perform their jobs 

to the point
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and deal with customers. Even employees who don’t work directly with flour are en-

couraged to learn about baking. . . . Employees are offered about 15 “Brain Food” classes 

each year, in which workers teach their peers everything from how to bake whole-grain 

breads and pies to more general-interests topics such as reading company financial 

statements and managing personal finances. The classes are voluntary and held during 

work hours, but all employees are encouraged to attend. What’s more, employees can 

attend classes the company offers for professional and home bakers when there’s room 

available.34

Let us now examine how companies foster this type of information sharing.

Knowledge Sharing Organizations increasingly rely on sophisticated KM 
software to share explicit knowledge. This software allows companies to amass 
large amounts of information that can be accessed quickly from around the world. 
In contrast, tacit knowledge is shared most directly by observing, participating, 
or working with experts or coaches. For example, organizations try to facilitate 
knowledge sharing at the highest levels by allowing retired CEOs to maintain of-
fices in the corporate headquarters. Mentoring, which was discussed in Chapter 
3, is another method for spreading tacit knowledge. Finally, informal networking, 
periodic meetings, and the design of office space can be used to facilitate KM. 
LyondellBasell, a worldwide manufacturer of polymer products, uses a combina-
tion of these suggestions in order to ensure that employee knowledge is preserved 
and passed on to future employees (see the Real World/Real People feature on 
page 347).

It is important to remember that the best-laid plans for increasing KM are un-
likely to succeed without the proper organizational culture. Effective KM requires 
a knowledge-sharing culture that both encourages and reinforces the spread of 
tacit knowledge.35 

General Decision-Making Styles
This section focuses on how an individual’s decision-making style affects his or her 
approach to decision making. A decision-making style reflects the combination of 
how an individual perceives and comprehends stimuli and the general manner in 
which he or she chooses to respond to such information.36 A team of researchers 
developed a model of decision-making styles that is based on the idea that styles 
vary along two different dimensions: value orientation and tolerance for ambigu-
ity.37 Value orientation reflects the extent to which an individual focuses on either 
task and technical concerns or people and social concerns when making decisions. 
Some people, for instance, are very task focused at work and do not pay much 
attention to people issues, whereas others are just the opposite. The second di-
mension pertains to a person’s tolerance for ambiguity. This individual difference 
indicates the extent to which a person has a high need for structure or control 
in his or her life. Some people desire a lot of structure in their lives (a low toler-
ance for ambiguity) and find ambiguous situations stressful and psychologically 
uncomfortable. In contrast, others do not have a high need for structure and can 
thrive in uncertain situations (a high tolerance for ambiguity). Ambiguous situ-
ations can energize people with a high tolerance for ambiguity. When the dimen-
sions of value orientation and tolerance for ambiguity are combined, they form 
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four styles of decision making (see Figure 12–1): directive, analytical, conceptual, 
and behavioral. 

Directive People with a directive style have a low tolerance for ambiguity and 
are oriented toward task and technical concerns when making decisions. They are 
efficient, logical, practical, and systematic in their approach to solving problems. 
People with this style are action oriented and decisive and like to focus on facts. In 
their pursuit of speed and results, however, these individuals tend to be autocratic, 
exercise power and control, and focus on the short run.

Interestingly, a directive style seems well suited for an air-traffic controller. 
Here is what Paul Rinaldi had to say about his decision-making style to a reporter 
from Fortune.

It’s not so much analytical as it is making a decision quickly and sticking with it.  You 

have to do that knowing that some of the decisions you’re going to make are going to 

be wrong, but you’re going to make that decision be right. You can’t back out. You’ve 

How a company implements a knowledge-capture 

program depends on its structure, size, and specialty 

as well as its business practices, says Darlene Lamp, 

a technical superintendent at LyondellBasell, a world-

wide polymer manufacturer based in Clinton, Iowa.

 Foreseeing a spate of retirements, LyondellBasell 

kicked off a knowledge retention program early last year. 

The first step was asking key employees to take notes 

on what they’d learned during their tenures, items “that 

they knew weren’t already documented,” Lamp says.

 Though the practice was somewhat effective, Lamp’s 

team soon sought a more formal method to capture and 

disseminate vital job knowledge. Last fall, the company 

contracted with Knowledge Harvesting, a Birmingham, 

Ala.-based consulting firm whose employees capture 

and formally record the sometimes-amorphous infor-

mation departing employees have learned on the job. 

LyondellBasell chose two soon-to-retire experts with 

vital job skills to work with Knowledge Harvesting.

 One of the employees was a chemical specialist who 

had become an expert on a chemical catalyst process. 

During the course of one week, Pam Holloway, co-partner 

of Knowledge Harvesting, conducted structural inter-

views, of two to three hours each, with the employee.

 “The majority of the important knowledge in an 

organization is in somebody’s head. You really don’t 

know what you have until you’ve lost it,” Holloway 

says. “Our focus is on the difficult stuff that people do. 

That’s not the same as documenting procedures that 

could be collected and made easily explicit.”

 As she did with the retiring chemical special-

ist at LyondellBasell, Holloway carefully structures 

 interviews with departing workers to elicit employees’ 

soft knowledge . . .

 She videotapes portions of the sessions that she 

finds need visual aids. When she interviewed the 

chemical specialist, for example, he told her that when 

the chemical reached a particular fluidity and color, it 

was ready—a tidbit of information hard to pick up on 

the job. She videotaped the solution at the moment it 

achieved the desired color so future employees would 

have a visual reference.

 The second LyondellBasell subject-matter specialist 

selected for the Knowledge Harvesting process rebuilt 

special mechanical equipment. Although the employee 

had previously been involved in training other workers 

during one-on-one sessions, trainees left those ses-

sions with few documents to refer to, Lamp says. . . .

 But after Holloway interviewed the mechanical 

equipment expert, she encapsulated his know-how 

on a searchable Web-based system accessible via 

the company intranet. Information gleaned from the 

chemical specialist also now resides on the intranet in 

a searchable format. For some segments, employees can 

click on video aids.

How does the company’s approach ensure 
that tacit knowledge is passed on to future 
employees?

SOURCE: Excerpted from J Thilmany, “Passing on Know-How,” 

HR Magazine, June 2008, pp 101–102. Reprinted with permission of 

Society for Human Resource Management.

LydondellBasell Focuses on Retaining Employee Knowledge  

REAL WORLD | real people 
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constantly got to be taking into account the speed of the airplane, its characteristics, 

the climb rate, and how fast it’s going to react to your instructions. You’re taking all that 

in and processing it in a split second, hoping that it’ll all work together. If it doesn’t, then 

you go to plan B. . . . The percentage of us that make it to retirement is not real high. It 

takes a toll on you. We can’t make mistakes.38

Analytical This style has a much higher tolerance for ambiguity and is char-
acterized by the tendency to overanalyze a situation. People with this style like to 
consider more information and alternatives than do directives. Analytic individu-
als are careful decision makers who take longer to make decisions but who also 
respond well to new or uncertain situations. They can often be autocratic.

Zhang Guangming is a good example of someone with an analytical style. 
“Zhang Guangming’s car-buying synapses have been in overdrive for months. 
He has spent hours poring over Chinese car buff magazines, surfing Web sites 
to mine data on various models, and trekking out to a dozen dealerships across 
Beijing. Finally, Zhang settled on either a Volkswagen Bora or a Hyundai Sonata 
sedan. But with cutthroat competition forcing dealers to slash prices, he’s not sure 
whether to buy now or wait.”39

Conceptual People with a conceptual style have a high tolerance for ambi-
guity and tend to focus on the people or social aspects of a work situation. They 
take a broad perspective to problem solving and like to consider many options and 
future possibilities. Conceptual types adopt a long-term perspective and rely on 
intuition and discussions with others to acquire information. They also are willing 
to take risks and are good at finding creative solutions to problems. On the down-
side, however, a conceptual style can foster an idealistic and indecisive approach 
to decision making. Howard Stringer, Sony Corporation’s first foreign-born CEO, 
possesses characteristics of a conceptual style.

Mr. Stringer’s dilemma is that he is caught between different management styles and 

cultures. He says he recognizes the risk of falling behind amid breakneck changes in 

electronics. But he says there’s an equal risk of moving too aggressively. “I don’t want to 

change Sony’s culture to the point where it’s unrecognizable from the founder’s vision,” 

Figure 12–1 Decision-Making Styles

SOURCE: Based on discussion contained in A J Rowe and R O Mason, Managing with Style: A Guide to 

Understanding, Assessing, and Improving Decision Making (San Francisco: Jossey-Bass, 1987), pp 1–17.
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he says. . . . Mr. Stringer, 65 years old, stuck with [an] executive team he inherited. He 

tried gently persuading managers to cooperate with one another and urged them to 

think about developing products in a new way.40

Behavioral This style is the most people oriented of the four styles. People 
with this style work well with others and enjoy social interactions in which opin-
ions are openly exchanged. Behavioral types are supportive, receptive to sugges-
tions, show warmth, and prefer verbal to written information. Although they like 
to hold meetings, people with this style have a tendency to avoid conflict and to 
be too concerned about others. This can lead behavioral types to adopt a wishy-
washy approach to decision making and to have a hard time saying no to others 
and to have difficulty making difficult decisions.

Research and Practical Implications Research shows that very few 
people have only one dominant decision-making style. Rather, most managers have 
characteristics that fall into two or three styles. Studies also show that decision-mak-
ing styles vary by age, occupations, job level, gender, and countries.41 You can use 
knowledge of decision-making styles in four ways. First, knowledge of styles helps 
you to understand yourself. Awareness of your style assists you in identifying your 
strengths and weaknesses as a decision maker and facilitates the potential for self-
improvement.42 Second, you can increase your ability to influence others by being 
aware of styles. For example, if you are dealing with an analytical person, you should 
provide as much information as possible to support your ideas. This same approach 
is more likely to frustrate a directive type. Third, knowledge of styles gives you an 
awareness of how people can take the same information and yet arrive at different 
decisions by using a variety of decision-making strategies. Different decision-making 
styles represent one likely source of interpersonal conflict at work (conflict is thor-
oughly discussed in Chapter 13). Finally, it is important to remember that there is 
not a best decision-making style that applies in all situations. You are best off to use 
a contingency approach in which you use a style that is best suited for the situation 
at hand. For example, if the context requires a quick decision, then a directive style 
might be best. In contrast, a behavioral approach would be more appropriate when 
making decisions that involve employees’ welfare. At this point we cannot provide 
more detailed recommendations because researchers have not developed a complete 
contingency theory that outlines when to use the different decision-making styles.

go to the Web for the Self-Exercise: What Is Your Decision 
Making Style?

The Role of Intuition in Decision Making
In the recent book How We Decide, author Jonah Lehrer concluded that intuition 
is effectively used by many people when making decisions.43 Intuition “is a capacity 
for attaining direct knowledge or understanding without the apparent intrusion of 
rational thought or logical inference.”44 As a process, intuition is automatic and 
involuntary. It is important to understand the sources of intuition and to develop 
your intuitive skills because intuition is as important as rational analysis in many 
decisions. Consider the following examples:

Ignoring recommendations from advisers, Ray Kroc purchased the McDonald’s brand 

from the McDonald brothers: “I’m not a gambler and I didn’t have that kind of money, 
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but my funny bone instinct kept urging me on.” Ignoring numerous naysayers and a 

lack of supporting market research, Bob Lutz, former president of Chrysler, made the 

Dodge Viper a reality. “It was this subconscious, visceral feeling. And it just felt right.” 

Ignoring the fact that 24 publishing houses had rejected the book and her own pub-

lishing house was opposed, Eleanor Friede gambled on a “little nothing book,” called 

Jonathan Livingston Seagull: “I felt there were truths in this simple story that would make 

it an international classic.”45

Unfortunately, the use of intuition does not always lead to blockbuster deci-
sions such as those by Ray Kroc or Eleanor Friede. To enhance your understand-
ing about the role of intuition in decision making, this section reviews a model of 
intuition and discusses the pros and cons of using intuition to make decisions.

A Model of Intuition Figure 12–2 presents a model of intuition.  Starting 
at the far right, the model shows there are two types of intuition:46 

 A holistic hunch represents a judgment that is based on a subconscious integra-1. 

tion of information stored in memory. People using this form of intuition may 

not be able to explain why they want to make a certain decision, except that the 

choice “feels right.”

 Automated experiences represent a choice that is based on a familiar situation 2. 

and a partially subconscious application of previously learned information re-

lated to that situation. For example, when you have years of experience driving a 

car, you react to a variety of situations without conscious analysis.

Returning to Figure 12–2, you can see that there are two sources of intuition: 
expertise and feelings. Expertise represents an individual’s combined explicit and 
tacit knowledge regarding an object, person, situation, or decision opportunity. 
This source of intuition increases with age and experience. The feelings compo-
nent reflects the automatic, underlying effect one experiences in response to an 
object, person, situation, or decision opportunity. An intuitive response is based 
on the interaction between one’s expertise and feelings in a given situation.

Figure 12–2 A Model of Intuition

SOURCES: Based in part on E Sadler-Smith and E Shefy, “The Intuitive Executive: Understanding and Applying 

‘Gut Feel’ in Decision-Making,” Academy of Management Executive, November 2004, pp 76–91; and C C Miller 

and R D Ireland, “Intuition in Strategic Decision Making: Friend or Foe in the Fast-Paced 21st Century,” 

Academy of Management Executive, February 2005, pp 19–30.
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Pros and Cons of Using Intuition When Making Decisions On 
the positive side, intuition can speed up the decision-making process.47 Intuition 
thus can be valuable in our complex and ever-changing world. Intuition may be a 
practical approach when resources are limited and deadlines are tight. Intuition 
based on deep knowledge and active preparation informs quick and complicated 
decisions in an effective hospital emergency department. Recalling her work as 
director of  an emergency department, Kathleen Gallo says, “While the arrival 
of  a helicopter with a whole family of  car-wreck victims might look like a crisis 
and might be a crisis for the family, it is not a crisis for the staff  . . . because they 
are prepared.”48

On the downside, intuition is subject to the same types of biases associated 
with rational decision making. It is particularly susceptible to the availability and 
representativeness heuristics, as well as the overconfidence and hindsight biases.49 
In addition, the decision maker may have difficulty convincing others that the 
intuitive decision makes sense, so a good idea may be ignored.

Where does that leave us with respect to using intuition? We believe that intu-
ition and rationality are complementary and that managers should attempt to use 
both when making decisions. For example, a recent study showed that scenario 
planning increased the use of intuitive-based decision making.50 Research further 
revealed that experts rely quite heavily on intuition when making decisions.51 We 
thus encourage you to use intuition when making decisions. You can develop your 
intuitive awareness by using the guidelines shown in Table 12–1. 

Table 12–1  Guidelines for Developing Intuitive Awareness

RECOMMENDATION DESCRIPTION

1. Open up the closet To what extent do you experience intuition; trust your feelings; count on

 intuitive judgments; suppress hunches; covertly rely upon gut feel?

2. Don’t mix up your I’s Instinct, insight, and intuition are not synonymous; practice distinguishing

 between your instincts, your insights, and your intuitions.

3. Elicit good feedback  Seek feedback on your intuitive judgments; build confidence in your

  gut feel; create a learning environment in which you can develop better 

intuitive awareness.

4.  Get a feel for your 

 batting average

 Benchmark your intuitions; get a sense for how reliable your hunches are; 

 ask yourself how your intuitive judgment might be improved.

5. Use imagery  Use imagery rather than words; literally visualize potential future

 scenarios that take your gut feelings into account.

6. Play devil’s advocate  Test out intuitive judgments; raise objections to them; generate counter-

 arguments; probe how robust gut feel is when challenged.

7.  Capture and validate 

your intuitions

 Create the inner state to give your intuitive mind the freedom to roam; 

  capture your creative intuitions; log them before they are censored by 

rational analysis.

SOURCE: From E Sadler-Smith and E Shefy, “The Intuitive Executive: Understanding and Applying ‘Gut Feel’ in Decision-Making,” 

Academy of Management Executive, November 2004, p 88. Copyright © 2004 by The Academy of Management. Reproduced by per-

mission of The Academy of Management via Copyright Clearance Center.
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Road Map to Ethical Decision Making: 
A Decision Tree
In Chapter 1 we discussed the importance of ethics and the growing concern about 
the lack of ethical behavior among business leaders. For example, a US Roper poll 
revealed that 72% of respondents perceived that corporate wrongdoing was ram-
pant, and only 2% believed that leaders of large organizations were trustworthy.52 
While this trend partially explains the passage of laws to regulate ethical behavior 
in corporate America, we believe that ethical acts ultimately involve individual or 
group decisions. It thus is important to consider the issue of ethical decision mak-
ing. Harvard Business School professor Constance Bagley suggests that a decision 
tree can help managers to make more ethical decisions.53 

 A decision tree is a graphical representation of the process underlying deci-
sions and it shows the resulting consequences of making various choices. Decision 
trees are used as an aid in decision making. Ethical decision making frequently 
involves trade-offs, and a decision tree helps managers navigate through them. The 
decision tree shown in Figure 12–3 can be applied to any type of decision or action 
that an individual manager or corporation is contemplating.  Looking at the tree, 

Decision tree

Graphical repre-
sentation of the 

process underlying 
decision making.

Figure 12 – 3 An Ethical Decision Tree

SOURCE: Reprinted by permission of Harvard Business Review. Exhibit from “The Ethical Leader’s Decision Tree,” by Constance E Bagley, 

February 2003. Copyright 2003 by the Harvard Business School Publishing Corporation; all rights reserved.
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the first question to ask is whether or not the proposed action is legal. If  the action 
is illegal, do not do it. If  the action is legal, then consider the impact of the action 
on shareholder value. A decision maximizes shareholder value when it results in 
a more favorable financial position (e.g., increased profits) for an organization. 
Whether or not an action maximizes shareholder value, the decision tree shows 
that managers still need to consider the ethical implications of the decision or 
action. For example, if  an action maximizes shareholder value, the next question 
to consider is whether or not the action is ethical. The answer to this question is 
based on considering the positive effect of the action on an organization’s other 
key constituents (i.e., customers, employees, the community, the environment, and 
suppliers) against the benefit to the shareholders. According to the decision tree 
framework, managers should make the decision to engage in an action if  the bene-
fits to the shareholders exceed the benefits to the other key constituents. Managers 
should not engage in the action if  the other key constituents would benefit more 
from the action than shareholders.

Figure 12–3 illustrates that managers use a slightly different perspective when 
their initial conclusion is that an action does not maximize shareholder value. 
In this case, the question becomes Would it be ethical not to take action? This 
question necessitates that a manager consider the harm or cost of  an action to 
shareholders against the costs or benefits to other key constituents. If  the costs to 
shareholders from a managerial decision exceed the costs or benefits to other con-
stituents, the manager or company should not engage in the action. Conversely, 
the manager or company should take action when the perceived costs or ben-
efits to the other constituents are greater than the costs to shareholders. Let us 
apply this decision tree to IBM’s decision to raise the amount of money it required 
retirees to contribute to their health benefits.54 The company made this decision 
in order to save money.

Is it legal for a company to decrease its contribution to retiree health care ben-
efits while simultaneously raising retirees’ contributions? The answer is yes. Does 
an organization maximize shareholder value by decreasing its retiree health care 
expenses? Again, the answer is yes. We now have to consider the overall benefits 
to shareholders against the overall benefits to other key constituents. The answer 
to this question is more complex than it appears and is contingent on an organization’s 
corporate values. Consider the following two examples. In company one, the or-
ganization is losing money and it needs cash in order to invest in new product 
development. Management believes that new products will fuel the company’s 
economic growth and ultimate survival. This company’s statement of corporate 
values also reveals that the organization values profits and shareholder return 
more than  employee loyalty. In this case, the company should make the decision to 
increase retirees’ health care contributions. Company two, in contrast, is profitable 
and has been experiencing increased market share with its products. This com-
pany’s statement of corporate values also indicates that employees are the most 
important constituent it has, even more than shareholders: Southwest Airlines is a 
good example of a company with these corporate values. In this case, the company 
should not make the decision to decrease its contribution to retirees’ benefits.

It is important to keep in mind that the decision tree cannot provide a 
quick formula that managers and organizations can use to evaluate every ethi-
cal question. Ethical decision making is not always clear-cut and it is affected by 
cross-cultural differences. Organizations are encouraged to train employees and 
managers about cross-cultural issues when the work involves people with mixed 
cultural backgrounds.55 That said, the decision tree does provide a framework for 
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Group Decision Making
 Groups such as committees, task forces, project teams, or review panels often play 
a key role in the decision-making process. ATA Engineering Inc., for example, is 
committed to group decision making.

 At least eight to 10 ATA employees are involved in interviewing every job candidate. If 

one employee objects to the hire, the candidate may not be offered a job unless that 

employee changes his or her mind. Sometimes, even the biggest company decisions are 

made by workers. When the lease was up on the company’s building, for instance, ATA 

formed a committee of employees to address the issue. The group decided to stay put, 

after determining the current location was convenient to the majority of employees.56

Is ATA right in assuming that two or more heads are always better than one? Do 
all employees desire to have a say in the decision-making process? To what extent 
are managers involving employees in the decision-making process? What tech-
niques do groups use to improve their decision making? Are face-to-face meetings 
more effective than computer-aided decision making? This section provides the 
background for answering these questions. We discuss (1) group involvement in 
decision making, (2) advantages and disadvantages of group-aided decision mak-
ing, and (3) group problem-solving techniques.

Group Involvement in Decision Making
Whether groups assemble in face-to-face meetings or rely on other technologically 
based methods to communicate, they can contribute to each stage of the decision-
making process. In order to maximize the value of group-aided decision making, 
however, it is important to create an environment in which group members feel 
free to participate and express their opinions. Research sheds light on how manag-
ers can create such an environment.

A team of researchers conducted two studies to determine whether a group’s 
innovativeness was related to minority dissent, defined as the extent to which group 
members feel comfortable disagreeing with other group members, and a group’s 
level of participation in decision making. Results showed that the most innovative 
groups possessed high levels of both minority dissent and participation in decision 
making.57 These findings encourage managers to seek divergent views from group 
members during decision making. They also support the practice of not seeking 
compliance from group members or punishing group members who disagree with 
the majority opinion.

The aforementioned study reinforces the notion that the quality of group deci-
sion making varies across groups. This in turn raises the issue of how to best assess 
a group’s decision-making effectiveness. Although experts do not agree on the 
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considering the trade-offs between managerial and corporate actions and manage-
rial and corporate ethics. Try using this decision tree the next time you are faced 
with a significant ethical question or problem.
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one “best” criterion, there is agreement that groups need to work through various 
aspects of decision making in order to be effective. Experts suggest that decision-
making effectiveness in a group is dependent on successfully accomplishing the 
following:58

  1. Developing a clear understanding of the problem. This requires that the group 

possess the information needed to make a good decision.

 Developing decision criteria. In other words, the group needs to determine the 2. 

criteria that will be used to select a solution.

 Thoroughly and accurately assessing the positive and negative qualities of alterna-3. 

tive solutions.

 Encouraging minority dissent and norms of constructive conflict. Groups should 4. 

embrace conflict rather than try to avoid it. 

Advantages and Disadvantages 
of Group-Aided Decision Making
Including groups in the decision-making process has both pros and cons (see 
Table 12–2).  On the positive side, groups contain a greater pool of knowledge, pro-
vide more varied perspectives, create more comprehension of decisions, increase 
decision acceptance, and create a training ground for inexperienced employees. 
These advantages must be balanced, however, with the disadvantages listed in 
Table 12–2. In doing so, managers need to determine the extent to which the ad-
vantages and disadvantages apply to the decision situation. The following three 
guidelines may then be applied to help decide whether groups should be included 
in the decision-making process.

 If  additional information would increase the quality of the decision, managers 1. 

should involve those people who can provide the needed information.

 If  acceptance is important, managers need to involve those individuals whose 2. 

acceptance and commitment are important.

 If  people can be developed through their participation, managers may want to 3. 

involve those whose development is most important.59

Group versus Individual Performance Before recommending that 
managers involve groups in decision making, it is important to examine whether 
groups perform better or worse than individuals. After reviewing 61 years of rele-
vant research, a decision-making expert concluded that “[g]roup performance was 
generally qualitatively and quantitatively superior to the performance of the aver-
age individual.”60 Although subsequent research of small-group decision making 
generally supported this conclusion, there are five important issues to consider 
when using groups to make decisions:

 Groups were less efficient than individuals. It thus is important to consider time 1. 

constraints when determining whether to involve groups in decision making.

go to the Web for the Self-Exercise: Assessing Participation in 
Group Decision Making
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2.   Groups were more confident about their judgments and choices than individuals. 

Because group confidence is not a surrogate for group decision quality, this overconfi-

dence can fuel groupthink—groupthink was discussed in Chapter 10—and a resistance 

to consider alternative solutions proposed by individuals outside the group.

 3.  Group size affected decision outcomes. Decision 

quality was negatively related to group size.61

4.  Decision-making accuracy was higher when 

(a) groups knew a great deal about the issues at 

hand and (b) group leaders possessed the ability to 

effectively evaluate the group members’ opinions 

and judgments. Groups need to give more weight 

to relevant and accurate judgments while down-

playing irrelevant or inaccurate judgments made 

by its members.62

Table 12–2 Advantages and Disadvantages of Group-Aided Decision Making

ADVANTAGES DISADVANTAGES

1.  Greater pool of knowledge. A group can 

bring much more information and experience 

to bear on a decision or problem than can an 

individual acting alone.

1.  Social pressure. Unwillingness to “rock 

the boat” and pressure to conform may 

combine to stifle the creativity of individual 

contributors.

2.  Different perspectives. Individuals with varied 

experience and interests help the group see 

decision situations and problems from different 

angles.

2.  Domination by a vocal few. Sometimes 

the quality of group action is reduced when 

the group gives in to those who talk the 

loudest and longest.

3.  Greater comprehension. Those who personally 

experience the give-and-take of group discussion 

about alternative courses of action tend to 

understand the rationale behind the final decision. 

3.  Logrolling. Political wheeling and dealing 

can displace sound thinking when an 

individual’s pet project or vested interest is 

at stake.

4.  Increased acceptance. Those who play 

an active role in group decision making and 

problem solving tend to view the outcome as 

“ours” rather than “theirs.”

4.  Goal displacement. Sometimes secondary 

considerations such as winning an argument, 

making a point, or getting back at a rival 

displace the primary task of making a sound 

decision or solving a problem.

5.  Training ground. Less experienced participants 

in group action learn how to cope with group 

dynamics by actually being involved.

5.  Groupthink. Sometimes cohesive 

in-groups let the desire for unanimity 

override sound judgment when generating 

and evaluating alternative courses of action. 

(Groupthink was discussed in Chapter 10.)

SOURCE: From R Kreitner, Management, 8E. Copyright © 2001 by SouthWestern, a part of Cengage Learning, Inc. Reproduced by 

permission. www.cengage.com/permission.

These employees are conducting a brainstorming session. 

Brainstorming can be fun and is used to generate multiple 

ideas and solutions for solving problems.
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 The composition of a group affects its decision-making processes and ultimately 5. 

performance. For example, groups of familiar people are more likely to make 

better decisions when members share a lot of unique information. In contrast, 

unacquainted group members should outperform groups of friends when most 

group members possess common knowledge.63

Additional research suggests that managers should use a contingency approach 
when determining whether to include others in the decision-making process. Let 
us now consider these contingency recommendations.

Practical Contingency Recommendations If  the decision occurs 
frequently, such as deciding on promotions or who qualifies for a loan, use groups 
because they tend to produce more consistent decisions than do individuals. 
Given time constraints, let the most competent individual, rather than a group, 
make the decision. In the face of  environmental threats such as time pressure 
and potential serious effects of  a decision, groups use less information and fewer 
communication channels. This increases the probability of  a bad decision. This 
conclusion underscores a general recommendation that managers should keep in 
mind: Because the quality of  communication strongly affects a group’s productiv-
ity, on complex tasks it is essential to devise mechanisms to enhance communica-
tion effectiveness.

Group Problem-Solving Techniques
Using groups to make decisions generally requires that they reach a consen-
sus. According to a decision-making expert, a consensus “is reached when all 
members can say they either agree with the decision or have had their ‘day in 
court’ and were unable to convince the others of  their viewpoint. In the final 
analysis, everyone agrees to support the outcome.”64 This definition indicates 
that consensus does not require unanimous agreement because group mem-
bers may still disagree with the final decision but are willing to work toward 
its success.

Groups can experience roadblocks when trying to arrive at a consensus de-
cision. For one, groups may not generate all relevant alternatives to a problem 
because an individual dominates or intimidates other group members. This can 
be overt or subtle. For instance, group members who possess power and au-
thority, such as a CEO, can be intimidating, regardless of  interpersonal style, 
simply by being present in the room. Moreover, shyness inhibits the generation 
of  alternatives. Shy or socially anxious individuals may withhold their input 
for fear of  embarrassment or lack of  confidence. Satisficing is another hurdle 
to effective group decision making. As previously noted, groups satisfice due 
to limited time, information, or ability to handle large amounts of  informa-
tion. A management expert offered the following dos and don’ts for successfully 
achieving consensus: Groups should use active listening skills, involve as many 
members as possible, seek out the reasons behind arguments, and dig for the 
facts. At the same time, groups should not horse trade (I’ll support you on this 
decision because you supported me on the last one), vote, or agree just to avoid 
“rocking the boat.”65 Voting is not encouraged because it can split the group 
into winners and losers.

Decision-making experts have developed three group problem-solving 
techniques—brainstorming, the nominal group technique, and the Delphi 
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technique—to reduce the above roadblocks. Knowledge of these techniques can 
help current and future managers to more effectively use group-aided decision 
making. Further, the advent of computer-aided decision making enables managers 
to use these techniques to solve complex problems with large groups of people.

Brainstorming Brainstorming was developed by A F Osborn, an advertis-
ing executive, to increase creativity.66 Brainstorming is used to help groups generate 
multiple ideas and alternatives for solving problems. This technique is effective 
because it helps reduce interference caused by critical and judgmental reactions to 
one’s ideas from other group members.

When brainstorming, a group is convened, and the problem at hand is re-
viewed. Individual members then are asked to silently generate ideas/alternatives 
for solving the problem. Silent idea generation is recommended over the practice 
of having group members randomly shout out their ideas because it leads to a 
greater number of unique ideas.67 Next, these ideas/alternatives are solicited and 
written on a board or flip chart. Managers or team leaders may want to collect 
the brainstormed ideas anonymously, as research demonstrated that more contro-
versial ideas and more nonredundant ideas were generated by anonymous than 
nonanonymous brainstorming groups.68 Finally, a second session is used to cri-
tique and evaluate the alternatives. Managers are advised to follow the seven rules 
for brainstorming used by IDEO, a product design company:69

 Defer judgment.1.  Don’t criticize during the initial stage of idea generation. Phrases 

such as “we’ve never done it that way,” “it won’t work,” “it’s too expensive,” and 

“our manager will never agree” should not be used.

 Build on the ideas of others.2.  Encourage participants to extend others’ ideas by 

avoiding “buts” and using “ands.”

 Encourage wild ideas.3.  Encourage out-of-the-box thinking. The wilder and more 

outrageous the ideas, the better.

 Go for quantity over quality.4.  Participants should try to generate and write down 

as many new ideas as possible. Focusing on quantity encourages people to think 

beyond their favorite ideas.

 Be visual.5.  Use different colored pens (e.g., red, purple, blue) to write on big sheets 

of flip chart paper, white boards, or poster board that are put on the wall.

 Stay focused on the topic.6.  A facilitator should be used for keeping the discussion 

on target.

 One conversation at a time.7.  The ground rules are that no one interrupts another 

person, no dismissing of someone’s ideas, no disrespect, and no rudeness.

Brainstorming is an effective technique for generating new ideas/alternatives, and a re-
cent study revealed that people can be trained to improve their brainstorming skills.70 
Brainstorming is not appropriate for evaluating alternatives or selecting solutions.

The Nominal Group Technique The nominal group technique (NGT) 
helps groups generate ideas and evaluate and select solutions. NGT is a struc-
tured group meeting that follows this format:71A group is convened to discuss a 
particular problem or issue. After the problem is understood, individuals silently 
generate ideas in writing. Each individual, in round-robin fashion, then offers one 
idea from his or her list. Ideas are recorded on a blackboard or flip chart; they 
are not discussed at this stage of the process. Once all ideas are elicited, the group 

Brainstorming

Process to generate 
a quantity of ideas.

 Nominal group 
technique

Process to generate 
ideas and evaluate 

solutions.



 Chapter Twelve   Individual and Group Decision Making 359

discusses them. Anyone may criticize or defend any item. During this step, clarifi-
cation is provided as well as general agreement or disagreement with the idea. The 
“30-second soap box” technique, which entails giving each participant a maxi-
mum of 30 seconds to argue for or against any of the ideas under consideration, 
can be used to facilitate this discussion. Alternatively, groups can create an effort/
benefit matrix to facilitate this discussion. This is done by identifying the amount 
of effort and the costs required to implement each idea and comparing these to the 
potential benefits associated with each idea. Finally, group members anonymously 
vote for their top choices. The group leader then adds the votes to determine the 
group’s choice. Prior to making a final decision, the group may decide to discuss 
the top-ranked items and conduct a second round of voting.

The nominal group technique reduces the roadblocks to group decision mak-
ing by (1) separating brainstorming from evaluation, (2) promoting balanced 
participation among group members, and (3) incorporating mathematical voting 
techniques in order to reach consensus. CKE Restaurants, for example, uses a 
combination of brainstorming and NGT in its new product development process 
(see the Real World/Real People feature on page 360).72 NGT has been success-
fully used in many different decision-making situations and has been found to 
generate more ideas than a standard brainstorming session.73  

The Delphi Technique This problem-solving method was originally devel-
oped by the Rand Corporation for technological forecasting.74 It now is used as a 
multipurpose planning tool. The Delphi technique is a group process that anony-
mously generates ideas or judgments from physically dispersed experts. Unlike 
NGT, experts’ ideas are obtained from questionnaires or via the Internet as op-
posed to face-to-face group discussions.

A manager begins the Delphi process by identifying the issue(s) he or she wants 
to investigate. For example, a manager might want to inquire about customer de-
mand, customers’ future preferences, or the effect of locating a plant in a certain 
region of the country. Next, participants are identified and a questionnaire is de-
veloped. The questionnaire is sent to participants and returned to the manager. 
In today’s computer-networked environments, this often means that the question-
naires are e-mailed to participants. The manager then summarizes the responses 
and sends feedback to the participants. At this stage, participants are asked to 
(1) review the feedback, (2) prioritize the issues being considered, and (3) return 
the survey within a specified time period. This cycle repeats until the manager ob-
tains the necessary information.

The Delphi technique is useful when face-to-face discussions are impractical, 
when disagreements and conflict are likely to impair communication, when certain 
individuals might severely dominate group discussion, and when groupthink is a 
probable outcome of the group process.75

Computer-Aided Decision Making The increased globalization of or-
ganizations coupled with the advancement of information technology has led to 
the development of computer-aided decision-making systems. Computerization 
is being used in two general ways. First, many organizations are using a variety 
of computer, software, and electronic devices to improve decision making. Such 
systems allow managers to quickly obtain larger amounts of information from 
employees, customers, or suppliers around the world. For example, Best Buy Co., 
Google, GE, Intel, and Microsoft all use internal intranets, which are discussed 
in Chapter 14, to obtain input from employees. Both Best Buy and Google found 
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that these systems were helpful in estimating the demand for new products and 
services.76 Wal-Mart also is well known for using computer-aided decision making 
to improve decision making. For example, Wal-Mart stores are using a new com-
puterized system to schedule its 1.3 million workers. The system creates staffing 
levels for each store based on the number of customers in the store at any given 
point in time.77 These systems also were found to improve information processing 
and decision making within virtual teams—recall our discussion in Chapter 11.78 

The second general application of computer-aided decision making relates 
to the running of meetings. Two types of systems are used: chauffeur driven and 
group driven. Chauffeur-driven systems ask participants to answer predetermined 
questions on electronic keypads or dials. Live television audiences on shows such 
as Who Wants to Be a Millionaire? are frequently polled with this system. The 
computer system tabulates participants’ responses in a matter of seconds.

Group-driven electronic meetings are conducted in one of  two major ways. 
First, managers can use e-mail systems, which are discussed in Chapter 14, or the 
Internet to collect information or brainstorm about a decision that must be made. 
For example, Miami Children’s Hospital uses a combination of  the Internet and 
a conferencing software technology to make decisions about the design of  its 
training programs. Here is what Loubna Noureddin, director of  staff  and com-
munity education, had to say about the organization’s computer-aided decision 
making:

 “What I truly like about it is my connection to other hospitals,” Noureddin says. “I’m 

able to understand what other hospitals are doing about specific things. I put my ques-

tion out, and people can respond, and I can answer back.” She explains, for instance, that 

using the system, she and her colleagues have received guidance from other corporate 

educators, and even subject matter experts, on how to best train workers in such 

fields as critical care. “You get many other hospitals logging into the system, and telling 

us what they do,” she says.79 

 Noureddin claims that the system has saved the company time and money.

AT CKE Restaurants, which includes the Hardee’s and 

Carl’s Jr. quick-service restaurant chains, the process 

for new product introduction calls for rigorous testing 

at a certain stage. It starts with brainstorming, in which 

several cross-functional groups develop a variety of 

new product ideas. Only some of them make it past 

the next phase, judgmental screening, during which a 

group of marketing, product development, and opera-

tions people will evaluate ideas based on experience 

and intuition. Those that make the cut are actually 

developed and then tested in stores, with well-defined 

measures and control groups. At that point, executives 

decide whether to roll out a product systemwide, 

modify it for retesting, or kill the whole idea.

 CKE has attained an enviable hit rate in new prod-

uct introductions—about one in four new products 

is successful, versus one in 50 or 60 for consumer 

products.

How many different groups of people are in-
volved in the decision-making process at CKE 
Restaurants?

SOURCE: Excerpted from T H Davenport, “How to Design Smart 

Business Experiments,” Harvard Business Review, February 2009, 

p 72–73.

CKE Restaurants Combines Brainstorming, NGT, and Intuition 

to Make Decisions about New Products

REAL WORLD | real people  
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The second method of computer-aided, group-driven meetings is conducted 
in special facilities equipped with individual workstations that are networked to 
each other. Instead of talking, participants type their input, ideas, comments, re-
actions, or evaluations on their keyboards. The input simultaneously appears on 
a large projector screen at the front of  the room, thereby enabling all participants 
to see all input. This computer-driven process reduces consensus roadblocks 
because input is anonymous, everyone gets a chance to contribute, and no one 
can dominate the process. Research demonstrated that computer-aided decision 
making produced greater quality and quantity of  ideas than either traditional 
brainstorming or the nominal group technique for both small and large groups 
of  people.80

In conclusion, we expect the use of computer-aided decision making to in-
crease in the future. These systems are well suited for modern organizational life 
and for the large number of Millennials or Gen Ys entering the workforce.81

Creativity
 In light of  today’s need for fast-paced decisions, an organization’s ability to 
stimulate the creativity and innovation of its employees is becoming increasingly 
important. Many organizations believe that creativity and innovation, which is 
discussed in Chapter 17, are the seeds of  success.82 Relative to our discussion in 
this chapter, creativity can be used in all four steps of  rational decision making 
and any time an individual or group is trying solve a problem, make a decision, or 
develop something new. Creativity is particularly important during brainstorm-
ing sessions. 

To gain further insight into managing the creative process, we begin by defin-
ing creativity and highlighting the individual characteristics associated with cre-
ativity. We then review the stages underlying the creative process and conclude 
with practical recommendations for increasing creativity in organizations. 

Definition and Individual Characteristics 
Associated with Creativity 

Although many definitions have been proposed, creativity is defined here as the 
process of  using imagination and skill to develop a new or unique product, ob-
ject, process, or thought.83 It can be as simple as locating a new place to hang your 
car keys or as complex as developing a pocket-size microcomputer. Creativity 
can also be applied to the context of  cutting costs. For example, companies such 
as medical device creator Olympus and energy firms Royal Dutch Shell and 
Chevron are looking for creative ways to cut costs.84 This definition highlights 
three broad types of  creativity. One can create something new (creation), one can 
combine or synthesize things (synthesis), or one can improve or change things 
( modification).

Individual creative behavior is directly affected by a variety of individual 
characteristics. First off, creativity requires motivation.85 In other words, people 
make a decision whether or not they want to apply their knowledge and capabili-
ties to create new ideas, things, or products. In addition to motivation, creative 
people typically march to the beat of a different drummer. They are highly moti-
vated individuals who spend considerable time developing both tacit and explicit 
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Table 12–3 Individual Characteristics Associated with Creativity

Intellectual Abilities

•  Ability to see problems in new ways and to escape bounds of conventional 

thinking.

• Ability to recognize which ideas are worth pursuing and which are not.

• Ability to persuade and influence others. 

Tacit (Implied) and Explicit Knowledge (about field of interest, 

 occupation, issue, product, service, etc.) 

Styles of Thinking

• Preference for thinking in novel ways of one’s own choosing.

Personality Traits

• Willingness to overcome obstacles.

• Willingness to take sensible risks.

• Willingness to tolerate ambiguity.

• Self-efficacy.

• Openness to experience and conscientiousness.

Intrinsic Task Motivation

SOURCES: Based on discussion in T Brown, “Thinking,” Harvard Business Review, June 2008, pp 85–92; 

and R J Sternberg and R I Lubart, “Investing in Creativity,” American Psychologist, July 1996, pp 677–78.

knowledge about their field of interest or occupation. But contrary to stereotypes, 
creative people are not necessarily geniuses or introverted nerds. In addition, they 
are not adaptors. “Adaptors are those who . . . prefer to resolve difficulties or 
make decisions in such a way as to have the least impact upon the assumptions, 
procedures, and values of the organization.”86 In contrast, creative individuals are 
dissatisfied with the status quo. They look for new and exciting solutions to prob-
lems. Because of this, creative organizational members can be perceived as disrup-
tive and hard to get along with.87 Further, research indicates that male and female 
managers do not differ in levels of creativity, and there are a host of personality 
characteristics that are associated with creativity.88 These characteristics include, 
but are not limited to, those shown in  Table 12–3.   This discussion comes to life by 
considering the following example. 

The Post-it Notes story represents a good illustration of how the individual 
characteristics shown in Table 12–3 promote creative behavior/performance. 
Post-it Notes are a $200 million-a-year product for 3M Corporation:

The idea originated with Art Fry, a 3M employee who used bits of paper to mark 

hymns when he sat in his church choir. These markers kept falling out of the hymn 

books. He decided that he needed an adhesive-backed paper that would stick as long 

as necessary but could be removed easily. He soon found what he wanted in the 3M 

laboratory, and the Post-it Note was born.  

Fry saw the market potential of his invention, but others did not. Market-survey re-

sults were negative; major office-supply distributors were skeptical. So he began giving 

samples to 3M executives and their secretaries. Once they actually used the little pieces 



 Chapter Twelve   Individual and Group Decision Making 363

of adhesive paper, they were hooked. Having sold 3M on the project, Fry used the same 

approach with other executives throughout the United States.89

Notice how Fry had to influence others to try out his idea. Table 12–3 shows that 
creative people have the ability to persuade and influence others.  

 The Steps or Stages of Creativity
Researchers are not absolutely certain how creativity takes place. Nonetheless, 
we do know that creativity involves “making remote associations” between un-
connected events, ideas, information stored in memory (recall our discussion in 
Chapter 7), or physical objects. Consider how Dr William Foege, then working 
for the US Centers for Disease Control and Prevention, led the effort to eradicate 
smallpox in Nigeria. Foege realized that his supply of vaccine was insufficient for 
the whole population. But he observed how people congregated to shop in mar-
kets, so he targeted his campaign to vaccinate the people in those crowded areas, 
even if  they were merely visitors. In so doing, Foege (now a senior fellow with the 
Carter Center and the Bill and Melinda Gates Foundation) created a model for 
future vaccination campaigns that efficiently interrupt the paths by which a virus 
spreads.90 

The idea of “remote associations” describes thinking such as Foege’s connec-
tion of shopping behavior and a virus’s spread. But it doesn’t explain how Foege 
was able to make this creative link. Researchers, however, have identified five stages 
underlying the creative process: preparation, concentration, incubation, illumina-
tion, and verification. Let us consider these stages.

The preparation stage reflects the notion that creativity starts from a base 
of  knowledge. Experts suggest that creativity involves a convergence between 
tacit or implied knowledge and explicit knowledge. Renowned choreographer 
Twyla Tharp emphasizes the significance of  preparation in the creative process: 
“I think everyone can be creative, but you have to prepare for it with routine.” 
Tharp’s creativity-feeding habits include reading literature, keeping physically 
active (which stimulates the brain as well as the rest of  the body), and choosing 
new projects that are very different from whatever she has just completed. Even 
an activity as simple as looking up a word in the dictionary offers an opportunity 
for preparation: Tharp looks at the word before and after, too, just to see if  it 
gives her an idea.91

During the concentration stage, an individual focuses on the problem at hand. 
Research shows that creative ideas at work are often triggered by work-related 
problems, incongruities, or failures. This was precisely the case for Jason Jiang, 
35-year-old founder of Focus Media Holding.

 Focus was born of a simple observation. In 2002, Jiang was waiting for an elevator at a 

Shanghai shopping mall and found himself staring at a poster featuring sultry Taiwanese 

actress Shu Qi pushing Red Earth cosmetics. Jiang figured he’d make buckets of money 

by replacing such posters with video screens. His hunch was that people would be 

grateful for something to watch—yes, even ads—while they waited for the ride up to 

their office or apartment. (In China, it’s not uncommon to wait several minutes for an 

elevator.)92 

Jiang’s creative idea was a hit. Focus’s advertising sales surpassed $489 million in 
2007 and the stock has increased sixfold since 2005. 
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Interestingly, Japanese companies are noted for encouraging this stage as part 
of a quality improvement process more than American companies. For example, 
the average number of ideas per employee was 37.4 for Japanese workers versus 
0.12 for US workers.93

Incubation is done unconsciously. During this stage, people engage in daily ac-
tivities while their minds simultaneously mull over information and make remote 
associations. These associations ultimately are generated in the illumination stage. 
Finally, verification entails going through the entire process to verify, modify, or 
try out the new idea.

Let us examine the stages of creativity to determine why Japanese organiza-
tions propose and implement more ideas than do American companies. To address 
this issue, a creativity expert visited and extensively interviewed employees from 
five major Japanese companies. He observed that Japanese firms have created a 
management infrastructure that encourages and reinforces creativity. People were 
taught to identify problems (discontents) on their first day of employment. In 
turn, discontents were referred to as “golden eggs” to reinforce the notion that it 
is good to identify problems.

These organizations also promoted the stages of incubation, illumination, 
and verification through teamwork and incentives. For example, some companies 
posted the golden eggs on large wall posters in the work area; employees were then 
encouraged to interact with each other to execute the final three stages of the cre-
ative process. Employees eventually received monetary awards for any suggestions 
that passed all five phases of this process.94 This research underscores the conclu-
sion that creativity can be enhanced by effectively managing the creativity process 
and by fostering a positive and supportive work environment.

Practical  Recommendations 
for Increasing Creativity 

While some consultants recommend hypnotism as a good way to increase employ-
ees’ creativity,95 we prefer suggestions derived from research and three executives 
leading creative or innovative companies: Jeffrey Katzenberg, CEO of Dreamworks 
Animation; Ed Catmull, cofounder of Pixar; and David Kelley, founder of Ideo. 
Both research and practical experience underscore the conclusion that creativity 
can be enhanced by effectively managing the stages of creativity and by fostering 
a positive and supportive work environment.96 To that end, managers are encour-
aged to establish corporate values that emphasize innovation, to establish innova-
tion goals (e.g., develop five new patents), and to allocate rewards and resources to 
innovative activities. At a minimum, individuals need the time and space to reflect 
and think about whatever issues or problems need creative solutions (see the Real 
World/Real People feature on page 365).  

All three executives further recommend that management should create a 
“safe” work environment that encourages risk taking, autonomy, collaboration, 
and trusting relationships among employees.97 These executives suggest that it is 
important to develop a “peer environment” in which people are more concerned 
about working for the greater good then their own personal success. This norm 
can be nurtured through the use of transformational leadership, which is dis-
cussed in Chapter 16.98 The willingness to give and accept ongoing feedback in 
a nondefensive manner is another critical component of a culture dedicated to 
creativity. For example, Pixar uses daily reviews or “dailies” as a process of giving 
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and receiving constant feedback. This will be most effective if  organizations train 
managers in the process of providing effective feedback. Mr. Catmull and Mr. 
Kelly also emphasize the importance of hiring great people who possess some 
of the individual characteristics shown in Table 12–3. Matt Bowen, president of 
Aloft Group, a marketing firm in Massachusetts, suggests that this can be done 
by trying to determine how people think. He does this by asking job applicants to 
tell stories about their previous jobs.99 Finally, these executives also suggest that 
management should stay connected with innovations taking place in the academic 
community. For example, Dreamworks invites academics to deliver lectures and 
Pixar encourages technical artists to publish and attend academic conferences. In 
summary, creativity is a process that can be managed, and it is built around the 
philosophy of hiring and retaining great people to work in a positive and support-
ive work environment.

REAL WORLD | real people 

Lynaia Lutes is taking time to focus.

 An account supervisor at a small Texas advertising 

and public relations agency, Lutes not long ago was a 

master of executing the details of work, without always 

focusing on strategy and long-term vision. Glued to 

her personal digital assistant, she shot off e-mails night 

and day, yet felt overwhelmed and sometimes did work 

that didn’t pass muster with her bosses.

 “A couple of times, I basically completed an 

assignment” but didn’t approach it strategically, 

admits Lutes.

 Now, taking time to think and focus deeply has 

become one of Lutes’ performance goals. And she and 

the 14 other employees at the Blanchard Schaefer 

agency in Arlington are expected to make appoint-

ments with themselves just to contemplate, even 

daydream, for an hour. New on the premises, a “womb 

room,” Spartan and unwired, allows employees to 

retreat to let the ideas flow without interruption.

Do you think people need quiet space to be 
creative?

SOURCE: Excerpted from M Jackson, “Quelling Distraction,” 

HRMagazine, August 2008, p 43.

 Employees at the Blanchard Schaefer Agency Are Given the Time 

and Space to Be Creative

Summary of Key Concepts

Compare and contrast the rational model of decision 1. 

making, Simon’s normative model, and the garbage can 

model. The rational decision-making model consists 

of  identifying the problem, generating alternative 

solutions, evaluating and selecting a solution, and 

implementing and evaluating the solution. Research 

indicates that decision makers do not follow the series 

of  steps outlined in the rational model.

Simon’s normative model is guided by a decision 

maker’s bounded rationality. Bounded rationality 

means that decision makers are bounded or restricted 

by a variety of constraints when making decisions. 

The normative model suggests that decision making 

is characterized by (a) limited information processing, 

(b) the use of judgmental heuristics, and (c) satisficing.

The garbage can model is based on the assump-

tion that decision making is sloppy and haphazard. 

Decisions result from an interaction between four 

independent streams of events: problems, solutions, 

participants, and choice opportunities.

Discuss eight decision-making biases.2.  Decision-

making bias occurs as the result of  using judgmen-

tal heuristics. The eight biases that affect decision 
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making include (1) availability, (2) representativeness, 

(3) confirmation, (4) anchoring, (5) overconfidence, 

(6) hindsight, (7) framing, and (8) escalation of 

commitment.

Discuss knowledge management and techniques used 3. 

by companies to increase knowledge sharing. Knowl-

edge management involves the implementation of 

systems and practices that increase the sharing of 

knowledge and information throughout an organiza-

tion. There are two types of  knowledge that impact 

the quality of  decisions: tacit knowledge and explicit 

knowledge. Organizations use computer systems to 

share explicit knowledge. Tacit knowledge is shared 

by observing, participating, or working with experts 

or coaches. Mentoring, informal networking, meet-

ings, and design of  office space also influence knowl-

edge sharing.

Explain the model of decision-making styles.4.  The 

model of  decision-making styles is based on the 

idea that styles vary along two different dimensions: 

value orientation and tolerance for ambiguity. When 

these two dimensions are combined, they form four 

styles of  decision making: directive, analytical, con-

ceptual, and behavioral. People with a directive style 

have a low tolerance for ambiguity and are oriented 

toward task and technical concerns. Analytics have 

a higher tolerance for ambiguity and are character-

ized by a tendency to overanalyze a situation. People 

with a conceptual style have a high threshold for 

ambiguity and tend to focus on people or social 

aspects of  a work situation. This behavioral style 

is the most people oriented of  the four styles.

Explain the model of intuition and the ethical decision 5. 

tree. Intuition consists of  insight or knowledge that 

is obtained without the use of  rational thought or 

logical inference. There are two types of  intuition: 

holistic hunches and automated experiences. In turn, 

there are two sources of  intuition: expertise, which 

consists of  an individual’s combined explicit and tacit 

knowledge regarding an object, person, situation, or 

decision opportunity; and feelings. Intuition is based 

on the interaction between one’s expertise and feel-

ings in a given situation.

The ethical decision tree presents a structured 

approach for making ethical decisions.  Managers 

work through the tree by answering a series of 

questions and the process leads to a recommended 

decision.

Summarize the pros and cons of involving groups in 6. 

the decision-making process. There are both pros and 

cons to involving groups in the decision-making pro-

cess. Although research shows that groups typically 

outperform the average individual, there are five 

important issues to consider when using groups to 

make decisions. (a) Groups are less efficient than 

individuals. (b) A group’s overconfidence can fuel 

groupthink. (c) Decision quality is negatively related 

to group size. (d) Groups are more accurate when 

they know a great deal about the issues at hand and 

when the leader possesses the ability to effectively 

evaluate the group members’ opinions and 

judgments. (e) The composition of  a group affects 

its decision-making processes and performance. 

In the final analysis, managers are encouraged to 

use a contingency approach when determining 

whether to include others in the decision-making 

process.

Contrast brainstorming, the nominal group technique, 7. 

the Delphi technique, and computer-aided decision 

making. Group problem-solving techniques facilitate 

better decision making within groups. Brainstorm-

ing is used to help groups generate multiple ideas and 

alternatives for solving problems. The nominal group 

technique assists groups both to generate ideas and to 

evaluate and select solutions. The Delphi technique is 

a group process that anonymously generates ideas or 

judgments from physically dispersed experts. The pur-

pose of  computer-aided decision making is to reduce 

consensus roadblocks while collecting more informa-

tion in a shorter period of  time.

Describe the stages of the creative process.8.  Creativity is 

defined as the process of using imagination and skill 

to develop a new or unique product, object, process, or 

thought. There are five stages of the creative process: 

preparation, concentration, incubation, illumination, 

and verification.

Discuss practical recommendations for increasing cre-9. 

ativity. Creativity can be enhanced by effectively manag-

ing the stages of creativity and by fostering a positive and 

supportive work environment. People need the time and 

space to be creative. Managers are encouraged to create a 

“safe" work environment that encourages risk taking, au-

tonomy, collaboration, and trusting relationships among 

employees. It also is important to develop a “peer environ-

ment” in which people are more concerned about working 

for the greater good than their own personal success.

Key Terms
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OB in Action Case Study

Ford’s CEO Alan Mulally Adopts a New Approach 
to Decision Making100

Almost 30 months after Alan R 
Mulally left Boeing to become 

chief executive of Ford Motor, it’s still easy to peg him 
as an industry outsider. . . . Outsider CEOs have a de-
cidedly varied track record. Some bring in their own 
people and impose a jarring management philosophy 
on a corporate culture, as Robert Nardelli did at Home 
Depot with such mixed results that the board pushed 
him out. Some are unsuited to running an unfamiliar 
business. Former S C Johnson CEO William Perez’s 13 
month stint at Nike comes to mind. Others tread more 
softly and succeed, like Eric Schmidt, the former Novell 
guy who runs Google. Mulally arguably falls into the 
latter category. Since arriving he has left most of the 
team he inherited in place and quieted talk that an aero-
space guy couldn’t run an automaker. . . .

Clay Ford Jr. says his CEO’s progress in shaking up 
a calcified culture has thus far kept Ford independent 
and away from the US Treasury’s loan window. Under 
Mulally, decision making is more transparent, once-
fractious divisions are working together, and cars of 
better quality are moving faster from design studio to 
showroom. . . . 

If  Ford had one key insight to share, it was this: 
“Ford,” he told Mulally, “is a place where they wait for 
the leader to tell them what to do.” His point was that 
Ford staffers below the top echelon weren’t sufficiently 
involved in decision-making. . . .

Mulally told employees Ford’s existing turnaround 
blueprint was essentially sound. Besides dramatically 
reducing head count and closing factories, the “Way 
Forward Plan” called for Ford to modernize plants so 
they could handle multiple models rather than just one. 
A second piece of the plan was more controversial: a 
switch to vehicles that could be sold in several markets. 
This required a centralization that was anathema to the 
divisions around the world—fiefdoms used to develop-
ing cars themselves. This was the part of the plan that 
Mulally wanted to accelerate. Some executives sought 
meetings with Bill Ford to complain. “I didn’t permit 
it,” he says.

Mulally knew that to get his way, he would have 
to change Ford’s culture. In the coming months, Ford 
employees would hear him say, over and over: “That 
doesn’t work for me.” This included Ford’s penchant 
for cycling executives into new jobs every few years. The 
idea was to groom well-rounded managers. But no one 
was in a job long enough to make a difference or feel 
accountable. In the five years before Mulally arrived, 
executive Mark Fields ran the Mazda Motor affiliate, 
Ford Europe, the luxury Premier Auto Group, and the 
North and South American businesses. “I’m going into 
my fourth year in the same job,” says Fields, still presi-
dent of the Americas. “I’ve never had such consistency 
of purpose before.”

Another thing that had to change: a culture that 
“loved to meet,” as Bill Ford puts it. Managers com-
monly held “pre-meetings,” where they schemed how 
to get their stories straight for higher-ups. It was a 
classic CYA maneuver and antiethical to problem 
solving. Mulally had seen this kind of  thing be-
fore when he was running engineering at Boeing’s 
commercial plane division. In 1997, Boeing took a 
$2.7 billion charge when commercial suffered a com-
munications breakdown and failed to match pro-
duction to rising demand; two assembly lines closed 
down for a month. When Mulally became CEO of 
the commercial plane division in 1999, he kicked off  
a new era of  radical transparency that made it harder 
to hide problems.

He took the philosophy to Ford. As at Boeing, 
Mulally was determined to have a constant stream of 
data that would give his team a weekly snapshot of 
Ford’s global operations and hold executives’ perfor-
mance up against profit targets. Constantly updated 
numbers—later validated by pre-earnings quarterly 
audits—would make it impossible for executives to 
hide unpleasant truths. But that wasn’t the only objec-
tive. “Information should never be used as a weapon 
on a team,” says Mulally. Rather, the numbers would 
help executives anticipate problems and tweak strategy 
accordingly.
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The heart of Mulally’s data operation is located in 
the Taurus and Continental rooms (named after the 
cars). They are beige and white spaces, about 10 foot 
by 20, down a flight of stairs from his 12th-floor of-
fice. The walls are covered with color-coded tables, bar 
charts, and line graphs. They represent what’s going on 
in every corner of Ford’s operation—China, Russia, 
South America, Ford Motor Credit, and so forth. 
Divisions that aren’t living up to profit projections on a 
given week are red. Those that are hitting their numbers 
are green. Yellow means the results could go either way 
at the next meeting. 

When Mulally first instituted the weekly Business 
Plan Review system, it was viewed not only as a pain in 
the neck but also like playing poker with all your cards 
showing. James Farley, a former Toyota hand Mulally 
hired as his chief  global marketing executive, had his 
own reasons to be uncomfortable. In 22 years at Toyota, 
Farley had experienced uninterrupted growth. So it 
was a blow when his key metric, market share, turned 
red last September. GM was heavily discounting its 
pickups, making it tough for Ford to clear out its 2008 
trucks before an all new F-series arrived in October. “I 
am my market share,” Farley recalls. “So I didn’t like it 
one bit.”

But when he saw how Mulally used the data, he be-
came a believer. The team agreed to delay the launch 
of the F-series truck by about six weeks, dial down 
fourth quarter production by 40%, and focus on clear-
ing out the ’08 trucks that had piled up when gas prices 
soared last summer. The team swallowed hard because 
delaying the new F-series, Ford’s biggest moneymaker, 

would worsen already dismal yearend losses. But, says 
Farley, “we had total consensus that it was the right 
thing to do.”

In November, Mulally decided that the dire business 
conditions, and Ford’s new ability to react to rapidly 
changing circumstances, warranted daily meetings with 
the global team. Insiders say these led Ford to strike a 
new deal with the union on retiree health care before 
GM and Chrysler, and helped it price discounts and 
boost market share four months in a row. . . .

Mulally has imposed discipline on a company that 
veered from one strategy to the next. Brands such as 
Lincoln and Mercury changed their positioning every 
year. Today the plan, hashed over with dealers who have 
been given more say, is locked: Lincoln will focus on 
premium sedans and SUVs, while Mercury will sell pre-
mium small cars and crossovers.

Questions for Discussion
How would you describe Mulally’s approach to de-1. 

cision making?

Is Mulally’s approach more characteristic of the 2. 

rational, normative, or garbage can models of deci-
sion making? Discuss your rationale.

What type of decision-making styles are most and 3. 

least consistent with Mulally’s approach to deci-
sion making? To what extent is Ford following the 
practical recommendations of increasing creativity? 
Explain.

What are your key takeaways from this case? 4. 

Ethical Dilemma

Should Hospitals Be Allowed to Use Credit Scores in Determining 
What Type of Care Patients Receive?101

In the hospital business they call it a 
“wallet biopsy.” A growing number 

of medical centers are using sophisticated software that 
digs into patients’ finances to help determine whether they 
will receive free or discounted care. 
 The procedure, which is not understood by most pa-
tients or even many doctors, generally doesn’t come into 
play when there is an emergency. But it has raised eye-
brows for several reasons: Hospital administrators are 
looking at patient data—credit scores, credit-card lim-
its, and 401(k) balances—not usually associated with 
treatment decisions. . . .

Debbie Maupin, 41, already has felt the procedure’s 
sting. The Dallas resident fractured her skull, neck, and 

back in a car crash in April 2005. Parkland Health & 
Hospital System gave her free care worth more than 
$100,000 because her job as a mortgage adviser offered 
no health insurance. When she returned in June 2006 for 
a scheduled CAT scan, however, Parkland told her she 
no longer qualified as a charity case “because my credit 
score was too high,” she says. A hospital financial coun-
selor, she adds, refused to show her a copy of her credit 
report. Unable to work because of her injuries, she says 
she’s “living off  borrowed money from my  father and 
friends . . . I have nothing in the bank.” She never got 
the scan.
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Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner

Should Hospitals or Medical Centers Be 
Allowed to Make Patient Care Decisions 
Based on Credit Scores?

Absolutely. Hospitals should not have to provide free 1. 

care to someone who has money stashed away in the 
bank or 401(k) plans. This is a good way to detect if  
someone is lying or trying to “game” the system.

Absolutely not. A hospital has no business access-2. 

ing private information about patients without their 
knowledge.

Yes, under three stipulations: (1) the patient gives 3. 

permission, (2) the patient gets to see the report, 
and (3) credit scores are not used as the sole criteria 
to make decisions about getting care.

Invent other options.4. 



When you finish studying the material in this chapter, you should be able to:

 Define the term conflict, and put the three metaphors of conflict into 
proper perspective for the workplace.

 Distinguish between functional and dysfunctional conflict, and discuss 
why people avoid conflict.

 List six antecedents of conflict, and identify the desired outcomes of 
conflict.

 Define personality conflicts, and explain how managers should handle 
them.

 Discuss the role of in-group thinking in intergroup conflict, and explain 
what management can do about intergroup conflict.

 Discuss what can be done about cross-cultural conflict.

 Explain how managers can stimulate functional conflict, and identify the 
five conflict-handling styles.

 Explain the nature and practical significance of conflict triangles and 
alternative dispute resolution for third-party conflict intervention.

 Explain the difference between distributive and integrative negotiation, 
and discuss the concept of added-value negotiation. 
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 Lowrie Beacham didn’t like confronting people or 

making decisions that favored one staffer over another, 

including  the time two of his people were vying to be 

in charge of the new fitness center.

“Instead of having one bad day and getting over it, 

it went on for literally years,” he recalls. “You just kick 

the can a little farther down the road—‘Let’s have a 

meeting on this next month’—anything you can try to 

keep from having that confrontation.”

Anytime his employees bristled at his gentle criti-

cisms, he’d change the subject: “You’re getting to work 

on time; that’s wonderful!” he’d say, “Never mind that 

your clients say you’re difficult to work with.”

What resulted was a dysfunctional department, he 

admits, “with no discipline, no confidence in where they 

stood, lots of scheming and kvetching, back-stabbing.” 

He gave up his management role. “I’m extremely happy 

not managing,” he says.

The bad manager tends to conjure images of the 

blood-vessel-bursting screamer looking for a handle to 

fly off. But these types are increasingly rare. Far more 

common, and more insidious, are the managers who 

won’t say a critical word to the staffers who need to 

hear it. In avoiding an unpleasant conversation, they 

allow something worse to ferment in the delay. They 

achieve kindness in the short term but heartlessness 

FOR DISCUSSION

How good are you at constructive confrontation? 

If you need improvement, what should you do 

differently?

Student Resources for Studying Chapter 13

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

discussion questions.

Take a practice quiz and test your knowledge!• 

 Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

in the long run, dooming the problem employee to 

nonimprovement. You can’t fix what you can’t say is 

broken .1  

Conflict-avoiding managers can unwittingly create unproduc-

tive and dysfunctional workplaces.

online resources
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How would you handle this situation?

Your name is Annie and you are a product development manager for Amazon.com.  As 

you were eating lunch today in your cubicle, Laura, a software project manager with an 

office nearby, asked if she could talk to you for a few minutes. You barely know Laura 

and you have heard both good and bad things about her work habits. Although your 

mind was more on how to meet Friday’s deadline than on lunch, you waved her in.

She proceeded to pour out her woes about how she is having an impossible time 

partnering with Hans on a new special project. He is regarded as a top-notch software 

project manager, but Laura has found him to be ill-tempered and uncooperative. Laura 

thought you and Hans were friends because she has seen the two of you talking in the 

cafeteria and parking lot.  You told Laura you have a good working relationship with 

Hans, but he’s not really a friend. Still, Laura pressed on. “Would you straighten Hans 

out for me?” she asked. “We’ve got to get moving on this special project.”

“Why this?”  “Why now?”  “Why me?!!” you thought as your eyes left Laura and drifted 

back to your desk.

Write down some ideas about how to handle this all-too-common conflict situ-
ation. Set it aside. We’ll revisit your recommendation later in the chapter. In the 
meantime, we need to explore the world of conflict because, as indicated in the 
opening vignette, walking the tightrope between too much and too little conflict 
is a never-ending challenge in organizational life. After discussing a modern view 
of conflict and four major types of conflict, we learn how to manage conflict both 
as a participant and as a third party. The related topic of negotiation is exam-
ined next. We conclude with a contingency approach to conflict management and 
 negotiation.

 Conflict: A Modern Perspective 
Make no mistake about it. Conflict is an unavoidable aspect of organizational life. 
These major trends conspire to make organizational conflict inevitable:

 Constant change.• 

 Greater employee diversity.• 

 More teams (virtual and self-managed).• 

 Less face-to-face communication (more electronic interaction).• 

 A global economy with increased cross-cultural dealings.• 

Dean Tjosvold, at Hong Kong’s Lingnan University, notes that “[c]hange begets 
conflict, conflict begets change”2 and challenges us to do better with this sobering 
global perspective:

Learning to manage conflict is a critical investment in improving how we, our families, 

and our organizations adapt and take advantage of change. Managing conflicts well 

does not insulate us from change, nor does it mean that we will always come out on 

top or get all that we want. However, effective conflict management helps us keep in 

touch with new developments and create solutions appropriate for new threats and 

opportunities.

Much evidence shows we have often failed to manage our conflicts and respond 

to change effectively. High divorce rates, disheartening examples of sexual and physi-

cal abuse of children, the expensive failures of international joint ventures, and bloody 
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ethnic violence have convinced many people that we do not have the abilities to cope 

with our complex interpersonal, organizational, and global conflicts.3

But respond we must. As outlined in this chapter, tools and solutions are available, 
if  only we develop the ability and will to use them persistently. The choice is ours: 
Be active managers of conflict, or be managed by conflict.

A comprehensive review of the conflict literature yielded this consensus defini-
tion: “conflict is a process in which one party perceives that its interests are being op-
posed or negatively affected by another party.”4 The word perceives reminds us that 
sources of conflict and issues can be real or imagined. The resulting conflict is the 
same. Conflict can escalate (strengthen) or deescalate (weaken) over time. “The con-
flict process unfolds in a context, and whenever conflict, escalated or not, occurs the 
disputants or third parties can attempt to manage it in some manner.”5 Consequently, 
current and future managers need to understand the dynamics of conflict and know 
how to handle it effectively (both as disputants and as third parties). This call to action 
is bolstered by a survey asking employees what their manager’s New Year’s resolution 
should be. The number one response was “Deal with workplace conflicts faster.”6

The Language of Conflict: Metaphors and Meaning
Conflict is a complex subject for several reasons.7 Primary among them is the real-
ity that conflict often carries a lot of emotional luggage. Fear of losing or fear of 
change quickly raises the emotional stakes in a conflict. Conflicts also vary widely 
in magnitude. Conflicts have both participants and observers. Some observers may 
be interested and active; others, disinterested and passive. Consequently, the term 
conflict can take on vastly different meanings, depending on the circumstances 
and one’s involvement. For example, consider these three metaphors and accom-
panying workplace expressions:

 Conflict as war:•  “We shot down that idea.”

 Conflict as opportunity:•  “What are all the possibilities for solving this problem?”

 Conflict as journey:•  “Let’s search for common ground.”8

Anyone viewing a conflict as war or a sports contest will try to win at all costs and 
wipe out the enemy. For example, BusinessWeek quoted Donald Trump as saying, 
“In life, you have fighters and nonfighters. You have winners and losers. I am both 
a fighter and a winner.”9 Alternatively, those seeing a conflict as an opportunity 
and a journey will tend to be more positive, open-minded, and constructive. In 
a hostile world, combative and destructive warlike thinking often prevails. But 
typical daily workplace conflicts are not war. So when dealing with organizational 
conflicts, we are challenged to rely less on the metaphor and language of war and 
more on the metaphors and language of opportunity and journey. For instance, 
Christine Day, CEO of yoga apparel retailer Lululemon Athletica, offers this ad-
vice: “You might disagree with your co-workers on how to get there, but make sure 
you agree on what you’re trying to accomplish.”10 We need to monitor our choice 
of words in conflict situations carefully. 

While explaining the three metaphors, conflict experts Kenneth Cloke and 
Joan Goldsmith made this instructive observation that we want to keep in mind 
for the balance of this chapter:

Conflict gives you an opportunity to deepen your capacity for empathy and intimacy with 

your opponent. Your anger transforms the “Other” into a stereotyped demon or villain. 

Conflict

One party perceives 
its interests are being 
opposed or set back 
by another party.
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Similarly, defensiveness will prevent you from communicating openly with your oppo-

nents, or listening carefully to what they are saying. On the other hand, once you engage 

in dialogue with that person, you will resurrect the human side of their personality — and 

express your own as well.

Moreover, when you process your conflicts with integrity, they lead to growth, in-

creased awareness, and self-improvement. Uncontrolled anger, defensiveness, and 

shame defeat these possibilities. Everyone feels better when they overcome their prob-

lems and reach resolution, and worse when they succumb and fail to resolve them. It is 

a bitter truth that victories won in anger lead to long-term defeat.  Those defeated turn 

away, feeling betrayed and lost, and carry this feeling with them into their next conflict.

Conflict can be seen simply as a way of learning more about what is not working 

and discovering how to fix it.  The usefulness of the solution depends on the depth of 

your understanding of the problem.  This depends on your ability to listen to the issue 

as you would to a teacher, which depends on halting the cycle of escalation and search-

ing for opportunities for improvement.11 

In short, win–win beats win–lose in both conflict management and negotiation.

A Conflict Continuum
Ideas about managing conflict underwent an interesting evolution during the 20th 
century. Initially, scientific management experts such as Frederick W Taylor be-
lieved all conflict ultimately threatened management’s authority and thus had to 
be avoided or quickly resolved. Later, human relationists recognized the inevitabil-
ity of conflict and advised managers to learn to live with it. Emphasis remained 
on resolving conflict whenever possible, however. Beginning in the 1970s, OB spe-
cialists realized conflict had both positive and negative outcomes, depending on 
its nature and intensity. This perspective introduced the revolutionary idea that 
organizations could suffer from too little conflict. Figure 13–1 illustrates the rela-
tionship between conflict intensity and outcomes. 

Work groups, departments, or organizations experiencing too little conflict 
tend to be plagued by apathy, lack of creativity, indecision, and missed deadlines. 
Excessive conflict, on the other hand, can erode organizational performance because 

SOURCE: From L D Brown, Managing Conflict at Organizational Interfaces, 1st ed. Copyright © 1983. Reproduced 

by permission of Pearson Education, Inc., Upper Saddle River, New Jersey. 

Figure 13–1 The Relationship between Conflict Intensity and Outcomes
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of political infighting, dissatisfaction, lack of teamwork, and turnover. Workplace 
aggression and violence can be manifestations of excessive conflict.12 Appropriate 
types and levels of conflict energize people in constructive directions.13

 Functional versus Dysfunctional Conflict
The distinction between functional conflict and dysfunctional conflict pivots on 
whether the organization’s interests are served. According to one conflict expert,

[s]ome [types of conflict] support the goals of the organization and improve perfor-

mance; these are functional, constructive forms of conflict. They benefit or support the 

main purposes of the organization. Additionally, there are those types of conflict that 

hinder organizational performance; these are dysfunctional or destructive forms.  They 

are undesirable and the manager should seek their eradication.14

Functional conflict is commonly referred to in management circles as constructive 
or cooperative conflict. In terms of what we just discussed about the language of 
conflict, those engaging in functional conflict apply a win–win attitude to solve 
problems and find common ground (see the Real World/Real People feature about 
Google on page 376 ). Organizational psychologist Kerry Sulkowicz recently drew 
an important distinction between aggressiveness and assertiveness when giving 
this advice about functional conflict:

The best CEOs I work with know how to exert pressure, say no, and start and win a fight 

when necessary. So much for teamwork? Actually, collaboration and confrontation aren’t 

mutually exclusive. There’s aggression—a basic survival mechanism—and then there’s its 

tamer, more socially adaptive cousin, assertiveness, which can be deployed usefully, includ-

ing with people working on the “same side.” 

The need to be assertive comes up all the time. It’s essential in negotiating contracts, 

rejecting bad work, criticizing a strategy, or firing (or defending) an employee. Yet some 

people will do almost anything to avoid confrontation. . . . 

The key, oddly enough, is to empathize with the person you’re confronting. To that end, 

marshal useful facts rather than impressions, offer alternatives along with your objections, 

and limit comments to the deed, not the doer. Your opponent won’t hear anything you 

say after an attack on his or her character. And don’t be self-righteous. Or gloat if you 

prevail. Nobody likes a poor winner.15  

Why People Avoid Conflict
Are you uncomfortable in conflict situations? Do you go out of your way to avoid 
conflict? If  so, you’re not alone. Many of us avoid conflict for a variety of both 
good and bad reasons. Tim Ursiny, in his entertaining and instructive book The 
Coward’s Guide to Conflict, contends that we avoid conflict because we fear vari-
ous combinations of the following things: “harm,”  “rejection,” “loss of relation-
ship,” “anger,” “being seen as selfish,” “saying the wrong thing,” “failing,” “hurting 
someone else,” “getting what you want,” and “intimacy.”16 This list is self-explan-
atory, except for the fear of “getting what you want.” By this, Ursiny is referring 
to those who, for personal reasons, feel undeserving or fear the consequences of 
success, or both (so they tend to sabotage themselves).17 For our present purposes, 
it is sufficient to become consciously aware of our fears and practice overcoming 
them. Reading, understanding, and acting upon the material in this chapter are 
steps in a positive direction.
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Antecedents of Conflict
Certain situations produce more conflict than others. By knowing the antecedents 
of conflict, managers are better able to anticipate it and take steps to resolve it if  
it becomes dysfunctional. Among the situations tending to produce either func-
tional or dysfunctional conflict are

 Incompatible personalities or value systems.• 

 Overlapping or unclear job boundaries.• 

 Competition for limited resources.• 

 Interdepartment/intergroup competition.• 

 Inadequate communication.• 

 Interdependent tasks (e.g., one person cannot complete his or her assign-• 
ment until others have completed their work).

 Organizational complexity (conflict tends to increase as the number of hier-• 
archical layers and specialized tasks increase).

 Unreasonable or unclear policies, standards, or rules.• 

 Unreasonable deadlines or extreme time pressure.• 

 Collective decision making (the greater the number of people participating • 
in a decision, the greater the potential for conflict).

 Decision making by consensus.• 

 Unmet expectations (employees who have unrealistic expectations about job • 
assignments, pay, or promotions are more prone to conflict).

 Unresolved or suppressed conflicts.• 18

Proactive managers carefully read these early warnings and take appropriate action.

LO.3

Douglas Merrill, Chief Information Officer and V.P. of 

Engineering:

Organizations that exist for a long time almost always 

have strong cultures. But any sociologist will tell you 

it’s rare for people to talk about the elements of their 

culture. Google lives out loud. We argue about strategy 

and whether our products are good or bad. We argue 

about everything. But you want conflict to thrive in 

a supportive way. At heart, I’m an introvert, but I’ve 

learned to enjoy the give and take of ideas here. We 

work hard to protect people who argue.

How comfortable would you be working in this 
sort of confrontational environment?

SOURCE: As quoted in C Salter, “The Faces and Voices of the 

World’s Most Innovative Company,” Fast Company, March 2008, p  77 . 

Lots of Friendly Fighting at Google

REAL WORLD | real people 

Lively but positive debate is a staple of Google’s corporate 

culture. How do you handle disagreements at work?
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Desired Conflict Outcomes
Within organizations, conflict management is more than simply a quest for agree-
ment. If  progress is to be made and dysfunctional conflict minimized, a broader 
agenda is in order. Tjosvold’s cooperative conflict model calls for three desired 
outcomes:

 Agreement.1.  But at what cost? Equitable and fair agreements are best. An agree-

ment that leaves one party feeling exploited or defeated will tend to breed resent-

ment and subsequent conflict.

 Stronger relationships.2.  Good agreements enable conflicting parties to build 

bridges of goodwill and trust for future use. Moreover, conflicting parties who 

trust each other are more likely to keep their end of the bargain.

 Learning.3.  Functional conflict can promote greater self-awareness and creative 

problem solving. Like the practice of management itself, successful conflict han-

dling is learned primarily by doing. Knowledge of the concepts and techniques 

in this chapter is a necessary first step, but there is no substitute for hands-on 

practice. In a contentious world, there are plenty of opportunities to practice 

conflict management.19

Types of Conflict 
Certain antecedents of conflict, highlighted earlier, deserve a closer look. This 
section probes the nature and organizational implications of three basic types of 
conflict: personality conflict, intergroup conflict, and cross-cultural conflict. Our 
discussion of each type of conflict includes some practical tips and techniques.

Personality Conflict
We visited the topic of personalities in our Chapter 2 discussion of diversity. Also, 
recall the Big Five personality dimensions introduced in Chapter 5. Once again, 
your personality is the package of stable traits and characteristics creating your 
unique identity. According to experts on the subject:

Each of us has a unique way of interacting with others. Whether we are seen as charm-

ing, irritating, fascinating, nondescript, approachable, or intimidating depends in part on 

our personality, or what others might describe as our style.20

Given the many possible combinations of personality traits, it is clear why 
personality conflicts are inevitable. We define a personality conflict as interper-
sonal opposition based on personal dislike, disagreement, or different styles. For 
example, imagine the potential for a top-level personality conflict at EMC Corp., 
a leading maker of data storage equipment and services. Michael C Ruettgers, 
executive chairman of the Massachusetts-based firm, gave up his CEO position in 
January 2001 after running the company for nine years.

In a January [2002] interview, Ruettgers gave CEO Joseph M Tucci A’s in innovation and 

strategic management, but F’s in stock-price performance and financial management 

because the company lost $508 million in 2001. Ruettgers added that he was disap-

pointed Tucci has attracted so little outside talent during his year at the helm. . . .

At the same time, some former execs say, Tucci has wanted to move faster to cut 

costs, make acquisitions, and introduce new software but Ruettgers and EMC have 

to the point
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slowed the pace of change. And Ruettgers, who had planned 

to be less active in daily affairs, has continued to attend weekly 

meetings to review operations. This has analysts and insiders 

speculating that Tucci could soon take the fall for EMC’s poor 

performance. “In that culture, someone must fail,” says a former 

EMC executive. “There will be a scapegoat.”…

The personal and management styles of Tucci, a salesman, and 

Ruettgers, who started at EMC as an operations expert, couldn’t 

be more different. Tucci likes to build one-on-one relationships, 

while Ruettgers is more aloof.  Tucci seems to be more willing 

than Ruettgers to make tough decisions quickly. Bill Scannell, 

EMC’s senior vice president for global sales, says Tucci gives him 

an answer immediately when he asks for advice. Ruettgers tends 

to chew on things awhile. And Tucci praises and thanks his troops 

regularly, while Ruettgers once told a former executive that say-

ing thank-you is a sign of weakness.21 

Any way you look at it, Tucci was in a tough spot, and con-
flicting personalities only made it worse. How did things turn 
out? By 2006, Tucci’s strategy and personal style were vindi-
cated as EMC posted impressive results from hot new prod-
ucts.22 Good guys don’t always finish last!

Workplace Incivility: The Seeds of Personality 
Conflict Somewhat akin to physical pain, chronic per-

sonality conflicts often begin with seemingly insignificant irritations. A pair of 
OB researchers recently offered this cautionary overview of the problem and its 
consequences:

Incivility, or employees’ lack of regard for one another, is costly to organizations in subtle 

and pervasive ways. Although uncivil behaviors occur commonly, many organizations 

fail to recognize them, few understand their harmful effects, and most managers and 

executives are ill-equipped to deal with them. Over the past eight years, as we have 

learned about this phenomenon through interviews, focus groups, questionnaires, ex-

periments, and executive forums with more than 2,400 people across the US and 

Canada, we have found that incivility causes its targets, witnesses, and additional stake-

holders to act in ways that erode organizational values and deplete organizational re-

sources. Because of their experiences of workplace incivility, employees decrease work 

effort, time on the job, productivity, and performance. Where incivility is not curtailed, 

job satisfaction and organizational loyalty diminish as well. Some employees leave their 

jobs solely because of the impact of this subtle form of deviance.23

Vicious cycles of incivility need to be avoided, or broken early, with an orga-
nizational culture that places a high value on respect for coworkers. This requires 
managers and leaders to act as caring and courteous role models. A positive spirit 
of cooperation, as opposed to one based on negativism and aggression, also helps. 
Proactive steps need to be taken because of these troubling survey results:

 “Twenty-five percent to 30% of US employees are bullied and emotionally • 
abused sometime during their work histories.”24

 In a 2007 survey, “38% of women said they heard sexual innuendo, wisecracks, • 
or taunts at the office last year, up from 22%. . . . [M]en were more likely than 

A personality conflict with his former boss 

didn’t keep EMC’s CEO Joseph M Tucci from 

succeeding with a more people-friendly style 

of management. 
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women to hear all types of tasteless or questionable comments, with 44% say-
ing they heard racial slurs, for instance, compared with 24% of women.”25

 In a 2008 survey of 11,251 adults, 86% answered yes to the question, “Do you • 
work with one or more annoying co-workers?”26

Some organizations have resorted to workplace etiquette training. More specifi-
cally, constructive feedback or skillful behavior shaping can keep a single irritating 
behavior from precipitating a full-blown personality conflict (or worse). Another 
promising tool for nipping workplace incivility in the bud is a day of  contemplation, 
defined as “a paid day off  where an employee showing lack of dedication to the 
job is granted the opportunity to rethink his commitment to working at your com-
pany.”27 This tactic, also called decision-making leave, is not part of the organiza-
tion’s formal disciplinary process, nor is it a traditional suspension without pay. A 
day of contemplation is a one-time-only-per-employee option.

Dealing with Personality Conflicts Personality conflicts are a poten-
tial minefield for managers. Let us frame the situation. Personality traits, by defi-
nition, are stable and resistant to change. Moreover, according to the American 
Psychiatric Association’s Diagnostic and Statistical Manual of Mental Disorders, 
there are 410 psychological disorders that can and do show up in the workplace.28 
This brings up legal issues. Employees in the United States suffering from psycho-
logical disorders such as depression and mood-altering diseases such as alcohol-
ism are protected from discrimination by the Americans with Disabilities Act.29 
(Other nations have similar laws.) Also, sexual harassment and other forms of 
discrimination can grow out of apparent personality conflicts. Finally, personality 
conflicts can spawn workplace aggression and violence.

Traditionally, managers dealt with personality conflicts by either ignoring them 
or transferring one party. In view of the legal implications, just discussed, both 
of these options may be open invitations to discrimination lawsuits. Table 13–1 

Day of 
 contemplation

A one-time-only day 
off with pay to allow 
a problem employee 
to recommit to the 
organization’s values 
and mission.

Table 13–1 How to Deal with Personality Conflicts

TIPS FOR EMPLOYEES HAVING 
A PERSONALITY CONFLICT

TIPS FOR THIRD-PARTY OBSERVERS 
OF A PERSONALITY CONFLICT

TIPS FOR MANAGERS WHOSE EMPLOYEES 
ARE HAVING A PERSONALITY CONFLICT

•  Communicate directly with 

the other person to resolve 

the perceived conflict 

(emphasize problem solving 

and common objectives, not 

personalities).

•   Avoid dragging coworkers 

into the conflict.

•  If dysfunctional conflict 

persists, seek help from 

direct supervisors or 

human resource specialists.

•  Do not take sides in someone 

else’s personality conflict.

•  Suggest the parties work things 

out themselves in a constructive 

and positive way.

•  If dysfunctional conflict persists, 

refer the problem to parties’ 

direct supervisors.

• Investigate and document conflict.

•  If appropriate, take corrective 

action (e.g., feedback or behavior 

shaping).

•  If necessary, attempt informal 

dispute resolution.

•  Refer difficult conflicts to human 

resource specialists or hired 

counselors for formal resolution 

attempts and other interventions.

NOTE: All employees need to be familiar with and follow company policies for diversity, antidiscrimination, and sexual harassment.
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presents practical tips for both nonmanagers and managers who are involved in or 
affected by personality conflicts.  Our later discussions of handling dysfunctional 
conflict and alternative dispute resolution techniques also apply.

   Talk about in-group thinking. Don’t get between these rabid 

fans and their beloved Pittsburgh Steelers.

go to the Web for the Self-Exercise: What Is Your Primary Conflict-
Handling Style?

Intergroup Conflict
Conflict among work groups, teams, and departments is a common threat to orga-
nizational competitiveness. For example, when Michael Volkema became CEO of 
Herman Miller, he found an inward-focused company with divisions fighting over 
budgets. He curbed intergroup conflict at the Michigan-based furniture maker by 
emphasizing collaboration and redirecting everyone’s attention outward, to the 
customer.30 Managers who understand the mechanics of intergroup conflict are 
better equipped to face this sort of challenge.

In-Group Thinking: The Seeds of Intergroup Conflict As we dis-
cussed in previous chapters, cohesiveness—a “we feeling” binding group members 
together—can be a good or bad thing. A certain amount of cohesiveness can 
turn a group of individuals into a smooth-running team. Too much cohesiveness, 
however, can breed groupthink because a desire to get along pushes aside critical 
thinking. The study of in-groups by small group researchers has revealed a whole 
package of changes associated with increased group cohesiveness. Specifically,

  Members of in-groups view themselves as a collection of unique individuals, • 
while they stereotype members of other groups as being “all alike.”

  In-group members see themselves positively and as morally correct, while they • 
view members of other groups negatively and as immoral.

  In-groups view outsiders as a threat.• 

   In-group members exaggerate the differences • 
between their group and other groups. This 
typically involves a distorted perception of 
reality.31

Avid sports fans who simply can’t imagine how 
someone would support the opposing team exem-
plify one form of in-group thinking. Also, this 
pattern of behavior is a form of ethnocentrism, 
discussed as a cross-cultural barrier in Chapter 4. 
Reflect for a moment on evidence of in-group be-
havior in your life. Does your circle of friends make 
fun of others because of their race, gender, nation-
ality, religion, sexual preference, weight, or major 
in college?

LO.5
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In-group thinking is one more fact of organizational life that virtually guar-
antees conflict. Managers cannot eliminate in-group thinking, but they certainly 
should not ignore it when handling intergroup conflicts.

Research Lessons for Handling Intergroup Conflict Sociologists 
have long recommended the contact hypothesis for reducing intergroup conflict. 
According to the contact hypothesis, the more the members of different groups 
interact, the less intergroup conflict they will experience. Those interested in im-
proving race, international, and union–management relations typically encourage 
cross-group interaction. The hope is that any type of interaction, short of actual 
conflict, will reduce stereotyping and combat in-group thinking. But research evi-
dence has been mixed. A recent meta-analysis of 515 different studies did indeed 
support the contact hypothesis, with greater intergroup contact associated with 
less prejudice.32 On the other hand, a field study of 83 health center employees 
(83% female) at a Midwest US university probed the specific nature of intergroup 
relations and concluded that

[t]he number of negative relationships was significantly related to higher perceptions of 

intergroup conflict. Thus, it seems that negative relationships have a salience that over-

whelms any possible positive effects from friendship links across groups.33

Intergroup contact and friendships are still desirable, as documented in many 
studies,34 but they are readily overpowered by negative intergroup interactions. 
Thus, priority number one for managers faced with intergroup conflict is to identify 
and root out specific negative linkages among groups. A single personality con-
flict, for instance, may contaminate the entire intergroup experience. The same 
goes for an employee who voices negative opinions or spreads negative rumors 
about another group. Our updated contact model in Figure 13–2 is based on this 
and other research insights, such as the need to foster positive attitudes toward 
other groups.  Also, notice how conflict within the group and negative gossip 
from third parties are threats that need to be neutralized if  intergroup conflict is 
to be minimized.35

Cross-Cultural Conflict
Doing business with people from different cultures 
is commonplace in our global economy where 
cross-border mergers, joint ventures, and alliances 
are the order of the day.36 Because of differing as-
sumptions about how to think and act, the poten-
tial for cross-cultural conflict is both immediate 
and huge.37 Success or failure, when conducting 
business across cultures, often hinges on avoiding 
and minimizing actual or perceived conflict. For 
example, consider this cultural mismatch:

Mexicans place great importance on saving face, so 

they tend to expect any conflicts that occur during 

negotiations to be downplayed or kept private. The 

prevailing attitude in the [United States], however, is 

LO.6

Cross-cultural conflict is a major challenge in international 

dealings.
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that conflict should be dealt with directly and publicly to prevent hard feelings from 

developing on a personal level.38

This is not a matter of who is right and who is wrong; rather it is a matter of ac-
commodating cultural differences for a successful business transaction. Awareness 
of the GLOBE project’s cross-cultural dimensions, discussed in Chapter 4, is an 
important first step. Stereotypes also need to be identified and neutralized. Beyond 
that, cross-cultural conflict can be moderated by using international consultants 
and building cross-cultural relationships.

International Consultants In response to broad demand, there is a 
growing army of management consultants specializing in cross-cultural relations. 
Competency and fees vary widely, of course. But a carefully selected cross-cultural 
consultant can be helpful, as this illustration shows:

[W]hen electronics-maker Canon planned to set up a subsidiary in Dubai through its 

Netherlands division, it asked consultant Sahid Mirza of Glocom, based in Dubai, to find 

out how the two cultures would work together.

Mirza sent out the test questionnaires and got a sizeable response. “The findings were 

somewhat surprising,” he recalls. “We found that, at the bedrock level, there were rela-

tively few differences. Many of the Arab businessmen came from former British colonies 

and viewed business in much the same way as the Dutch.”

But at the level of behavior, there was a real conflict. “The Dutch are blunt and hon-

est in expression, and such expression is very offensive to Arab sensibilities.” … As a 

result of Mirza’s research, Canon did start the subsidiary in Dubai, but it trained both 

the Dutch and the Arab executives first.39 

Figure 13–2 An Updated Contact Model for Minimizing Intergroup Conflict

SOURCES: Based on research evidence in G Labianca, D J Brass, and B Gray, “Social Networks and Perceptions of Intergroup Conflict:  The 

Role of Negative Relationships and Third Parties,” Academy of Management Journal, February 1998, pp 55–67; C D Batson et al., “Empathy and 

Attitudes: Can Feeling for a Member of a Stigmatized Group Improve Feelings toward the Group?” Journal of Personality and Social Psychology, 

January 1997, pp 105–18; and S C Wright et al., “The Extended Contact Effect: Knowledge of Cross-Group Friendships and Prejudice,” Journal 

of Personality and Social Psychology, July 1997, pp 73–90.
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Consultants also can help untangle possible personality and intergroup conflicts 
from conflicts rooted in differing national cultures. Note: Although we have dis-
cussed these three basic types of conflict separately, they typically are encountered 
in complex, messy bundles.

Building Cross-Cultural Relationships to Avoid Dysfunctional 
Conflict Rosalie L Tung’s study of 409 expatriates from US and Canadian 
multinational firms is very instructive.40 Her survey sought to pinpoint success 
factors for the expatriates (14% female) who were working in 51 different coun-
tries worldwide. Nine specific ways to facilitate interaction with host-country na-
tionals, as ranked from most useful to least useful by the respondents, are listed in 
Table 13–2.  Good listening skills topped the list, followed by sensitivity to others 
and cooperativeness rather than competitiveness. Interestingly, US managers are 
culturally characterized as just the opposite: poor listeners, blunt to the point 
of insensitivity, and excessively competitive. Some managers need to add self-
 management to the list of ways to minimize cross-cultural conflict.41

Managing Conflict 
As we have seen, conflict has many faces and is a constant challenge for managers 
who are responsible for reaching organizational goals. Our attention now turns to 
the active management of both functional and dysfunctional conflict. We discuss 
how to stimulate functional conflict, how to handle dysfunctional conflict, and 
how third parties can deal effectively with conflict. Relevant research lessons also 
are examined.

Stimulating Functional Conflict
Sometimes committees and decision-making groups become so bogged down 
in details and procedures that nothing substantive is accomplished. Carefully 
monitored functional conflict can help get the creative juices flowing once again. 

to the point
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Table 13–2 Ways to Build Cross-Cultural Relationships

BEHAVIOR RANK

Be a good listener 1

Be sensitive to needs of others

Be cooperative, rather than overly competitive

2 
> Tie

2

Advocate inclusive (participative) leadership 3

Compromise rather than dominate 4

Build rapport through conversations 5

Be compassionate and understanding 6

Avoid conflict by emphasizing harmony 7

Nurture others (develop and mentor) 8

SOURCE:  Adapted from R L Tung, “American Expatriates Abroad: From Neophytes to Cosmopolitans,” 

Journal of  World Business, Summer 1998, table 6, p 136. © 1998, with permission from Elsevier.
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Managers basically have two options. They can fan the fires of naturally occur-
ring conflict—but this approach can be unreliable and slow. Alternatively, manag-
ers can resort to programmed conflict.42 Experts in the field define programmed 

 conflict as “conflict that raises different opinions regardless of the personal feelings 
of the managers.”43 The trick is to get contributors to either defend or criticize 
ideas based on relevant facts rather than on the basis of personal preference or 
political interests. This requires disciplined role playing. Two programmed con-
flict techniques with proven track records are devil’s advocacy and the dialectic 
method. Let us explore these two ways of stimulating functional conflict.

Devil’s Advocacy This technique gets its name from a traditional prac-
tice within the Roman Catholic Church. When someone’s name came before the 

Programmed 
conflict

Encourages 
different opinions 

without protecting 
management’s 

personal feelings.

Figure 13–3 Techniques for Stimulating Functional Conflict: Devil’s Advocacy and the Dialectic Method

SOURCE: From R A Cosier and C R Schwenk, “Agreement and Thinking Alike: Ingredients for Poor Decisions,” Academy of 

Management Executive, February 1990, pp 72–73. Copyright © 1990 by The Academy of Management. Reproduced by permission of The 

Academy of Management via Copyright Clearance Center. 
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College of  Cardinals for elevation to sainthood, it was absolutely essential to 
ensure that he or she had a spotless record. Consequently, one individual was 
assigned the role of  devil’s advocate to uncover and air all possible objections to 
the person’s canonization. In accordance with this practice, devil’s advocacy in 
today’s organizations involves assigning someone the role of  critic.44 Recall from 
Chapter 10, Irving Janis recommended the devil’s advocate role for preventing 
groupthink.

In the left half  of  Figure 13–3, note how devil’s advocacy alters the usual 
decision-making process in steps 2 and 3.  This approach to programmed con-
flict is intended to generate critical thinking and reality testing.45 It is a good 
idea to rotate the job of  devil’s advocate so no one person or group develops a 
strictly negative reputation. Moreover, periodic devil’s advocacy role-playing is 
good training for developing analytical and communication skills and emotional 
intelligence.

The Dialectic Method Like devil’s advocacy, the dialectic method is a 
time-honored practice. This particular approach to programmed conflict traces 
back to the dialectic school of philosophy in ancient Greece. Plato and his follow-
ers attempted to synthesize truths by exploring opposite positions (called thesis 
and antithesis). Court systems in the United States and elsewhere rely on directly 
opposing points of view for determining guilt or innocence. Accordingly, today’s 
dialectic method calls for managers to foster a structured debate of opposing view-
points prior to making a decision.46 Steps 3 and 4 in the right half  of Figure 13–3 
set the dialectic approach apart from the normal decision-making process. For an 
example of the dialectic method in action, see the Real World/Real People feature 
on page 386 . 

A major drawback of  the dialectic method is that “winning the debate” may 
overshadow the issue at hand. Also, the dialectic method requires more skill 
training than does devil’s advocacy. Regarding the comparative effectiveness of 
these two approaches to stimulating functional conflict, however, a laboratory 
study ended in a tie. Compared with groups that strived to reach a consensus, 
decision-making groups using either devil’s advocacy or the dialectic method 
yielded equally higher quality decisions.47 But in a more recent laboratory study, 
groups using devil’s advocacy produced more potential solutions and made bet-
ter recommendations for a case problem than did groups using the dialectic 
method.48

In light of this mixed evidence, managers have some latitude in using either 
devil’s advocacy or the dialectic method for pumping creative life back into stalled 
deliberations. Personal preference and the role players’ experience may well be the 
deciding factors in choosing one approach over the other. The important thing 
is to actively stimulate functional conflict when necessary, such as when the risk 
of blind conformity or groupthink is high. Joseph M Tucci, the CEO of EMC 
introduced previously, fosters functional conflict by creating a supportive climate 
for dissent:

Good leaders always leave room for debate and different opinions. . . .

The team has to be in harmony. But before you move out, there needs to be a 

debate. Leadership is not a right.  You have to earn it.

. . . . [E ] very company needs a healthy paranoia. It’s the CEO’s job to keep it on 

the edge, to put tension in the system. You have to do the right thing for the right 

circumstances.49

Devil’s advocacy

Assigning someone 
the role of critic.

Dialectic method

Fostering a debate 
of opposing 
viewpoints to better 
understand an issue.
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This meshes well with the results of a pair of laboratory studies that found a 
 positive relationship between the degree of minority dissent and team innovation, 
but only when participative decision making was used.50

Alternative Styles for Handling 
Dysfunctional Conflict
People tend to handle negative conflict in patterned ways referred to as styles.
Several conflict styles have been categorized over the years. According to con-
flict specialist Afzalur Rahim’s model, five different conflict-handling styles can 
be plotted on a 2 × 2 grid. High to low concern for self is found on the horizontal 
axis of the grid, while low to high concern for others forms the vertical axis (see 
Figure 13–4).  Various combinations of these variables produce the five different 
conflict-handling styles: integrating, obliging, dominating, avoiding, and compro-
mising.51 There is no single best style; each has strengths and limitations and is 
subject to situational constraints.

Integrating (Problem Solving) In this style, interested parties confront 
the issue and cooperatively identify the problem, generate and weigh alternative 

Figure 13 – 4 Five Conflict-Handling Styles

SOURCE: From M Afzalur Rahim, “A Strategy for Managing Conflict in Complex Organizations,” Human 

Relations, January 1985, p 84. Copyright © 1985, The Tavistock Institute. 

Toro, the $1.8 billion lawn-mower giant, knows how 

to curb the urge to merge. Anytime an M&A [merger 

and acquisition] pitch reaches the desk of CEO Mike 

Hoffman, he asks a due-diligence group to make the case 

to the company’s board. But he also turns to the “contra 

team”—half a dozen vice presidents and directors—to 

deliver the voice of dissent.   According to chairman Ken 

Melrose . . . a few years ago the contras killed an eight-

figure acquisition of a manufacturer that had pitched 

itself as a turnaround success. The contras’ number 

crunching showed that its sector was facing a slump. 

The prospect’s revenues have since tanked, while Toro 

has nearly doubled its sales. “Naysaying in corporate 

America isn’t popular,” Melrose says. “The contra team 

is a way to create negative views that are in the share-

holders’ best interest and the company’s best interest.”

What factors can limit the effectiveness of this 
technique?

SOURCE: Excerpted from P Kaihla, “Toro: The Contra Team,” 

Business 2.0, April 2006, p 83. 

How Toro Mows Down Bad Ideas

REAL WORLD | real people 
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solutions, and select a solution. Integrating is appropriate for complex issues 
plagued by misunderstanding. However, it is inappropriate for resolving conflicts 
rooted in opposing value systems. Its primary strength is its longer lasting impact 
because it deals with the underlying problem rather than merely with symptoms. 
The primary weakness of this style is that it is very time consuming.

Obliging (Smoothing) “An obliging person neglects his or her own con-
cern to satisfy the concern of the other party.”52 This style, often called smooth-
ing, involves playing down differences while emphasizing commonalities (see 
the Real World/Real People feature above).  Obliging may be an appropriate 
 conflict-handling strategy when it is possible to eventually get something in return. 
But it is inappropriate for complex or worsening problems. Its primary strength is 
that it encourages cooperation.53 Its main weakness is that it’s a temporary fix that 
fails to confront the underlying problem.

Dominating (Forcing) High concern for self  and low concern for others 
encourages “I win, you lose” tactics. The other party’s needs are largely ignored. 
This style is often called forcing because it relies on formal authority to force com-
pliance. Dominating is appropriate when an unpopular solution must be imple-
mented, the issue is minor, a deadline is near, or a crisis looms. It can be awkward 
in an open and participative climate. Speed is its primary strength. The primary 
weakness of this domineering style is that it often breeds resentment. Interestingly, 

Ed Henkes, national account manager at an electrical-

parts maker, wanted to repair a relationship with a key 

customer that had been frayed by a personality clash 

with one of his former reps. Henkes, who works for 

FCI-Burndy Products in Manchester, NH, knew that 

buyers at the other company, Graybar Electric, shared 

his passion for golf. So he thought the course would 

be a perfect place for the two parties to reconnect. 

Rather than propose a competitive round that could 

reignite old grudges, Henkes had a better idea: a cor-

porate golf school where everyone could work side by 

side on improving their games. 

 So in [early 2008]. . . , Henkes sprang for the 

 equivalent of a “corporate buddies trip” to Las Vegas. 

After three days of on-course instruction from the VIP 

Golf Academy’s teaching staff, everyone was on the 

same page again. “Our sales guys said [we] couldn’t 

have done anything better to improve relations,” 

Henkes recalls. “This really brought them together.”

Why was this an effective conflict resolution 
tactic? In a belt-tightening era, how would you 
justify (or condemn) this golf outing to Las 
Vegas? 

 SOURCE: Reprinted from R O Crockett, “Golf School as a Tool,” 

November 10, 2008, issue of BusinessWeek by special permission. 

Copyright © 2008 by The McGraw-Hill Companies.

Let’s Go Play Some Golf

REAL WORLD | real people

Is golf school a secret weapon in the 

fight against dysfunctional conflict?
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Third-Party Interventions
In a perfect world, people would creatively avoid conflict and handle actual 
conflicts directly and positively. Dream on! Organizational politics being what 
they are, we can find ourselves as unwilling (and often unready) third parties 
to someone else’s conflict. Thus, a working knowledge of  conflict triangles and 
alternative dispute resolution techniques, the focus of  this section, is essential to 
effective management today.

Conflict Triangles Remember Annie, the Amazon.com manager at the 
start of this chapter? Her busy day was interrupted by her coworker Laura’s tale 
of a conflict situation. Laura was recruiting Annie to help settle the situation. This 
is a classic conflict triangle. A conflict triangle “occurs when two people are having 
a problem and, instead of addressing the problem directly with each other, one of 
them gets a third person involved.”55 As discussed under the heading of organiza-
tional politics, in Chapter 15, employees tend to form political coalitions because 
there is power in numbers. In Annie’s case, Laura was engaged in a not-so-subtle 
attempt to gang up against her adversary, Hans. Moreover, Laura was using Annie 
to vent her pent-up frustrations. This is a common and often very disruptive situ-
ation in today’s organizations. The question is, What to do?

Those finding themselves in conflict triangles have a wide range of options, 
according to experts on the subject. Figure 13–5 shows how responses can pro-
mote either functional or dysfunctional conflict.  Preferred options 1 and 2, called 

LO.8

Conflict triangle

Conflicting parties 
involve a third 

person rather than 
dealing directly with 

each other.

the National Center for Women and Policing cites this particular conflict-handling 
style as a reason for hiring more women.

Women are 12.7% of the personnel in large police departments but account for 2% of 

excessive-force cases that are upheld. . . . [T]he findings support their contention that 

women’s negotiating and communication skills should prompt police departments to 

hire more women.54

Avoiding This tactic may involve either passive withdrawal from the problem 
or active suppression of the issue. Avoidance is appropriate for trivial issues or when 
the costs of confrontation outweigh the benefits of resolving the conflict. It is inap-
propriate for difficult and worsening problems. The main strength of this style is 
that it buys time in unfolding or ambiguous situations. The primary weakness is that 
the tactic provides a temporary fix that sidesteps the underlying problem.

Compromising This is a give-and-take approach involving moderate con-
cern for both self  and others. Compromise is appropriate when parties have oppo-
site goals or possess equal power. But compromise is inappropriate when overuse 
would lead to inconclusive action (e.g., failure to meet important deadlines). The 
primary strength of this tactic is that it has no disgruntled losers, but it’s a tempo-
rary fix that can stifle creative problem solving.

go to the Web for the Group Exercise: Bangkok Blowup—A Role-
Playing Exercise



1. Reroute complaints by coaching the sender to find ways to 

 constructively bring up the matter with the receiver. Do not

 carry messages for the sender.

2. Facilitate a meeting with the sender and receiver to coach

 them to speak directly and constructively with each other.

3. Transmit verbatim messages with the sender's name

 included and coach the receiver on constructive ways to

 discuss the message with the sender.

4. Carry the message verbatim but protect the sender's name.

5. Soften the message to protect the sender.

6. Add your spin to the message to protect the sender.

7. Do nothing. The participants will triangle in someone else.

8. Do nothing and spread the gossip. You will triangle in others.

Detriangling

( least political; low 

risk of dysfunctional 

conflict)

More triangling

(most political; high 

risk of dysfunctional 

conflict)

 Chapter Thirteen   Managing Confl ict and Negotiating 389

detriangling, involve the third party channeling the disputants’ energy in a direct and 
positive manner toward each other. Importantly, the third party avoids becoming 
part of a political coalition in options 1 and 2. Options 3 through 8 can be a slippery 
slope toward further counterproductive triangling. Also, political and ethical impli-
cations multiply as the third party progresses to option 3 and beyond.

Alternative Dispute Resolution (ADR) Disputes between employees, 
between employees and their employer, and between companies too often end up 
in lengthy and costly court battles. For example, while discussing the steady rise 
in wrongful termination lawsuits, BusinessWeek recently cited these figures: “A 
company can easily spend $100,000 to get a meritless lawsuit tossed out before 
trial. And if  a case goes to a jury, the fees skyrocket to $300,000, and often much 
higher.”56 A more constructive, less expensive approach called alternative dispute 
resolution has enjoyed enthusiastic growth in recent years.57 In fact, the widely 
imitated People’s Court–type television shows operating outside the formal judi-
cial system are part of this trend toward what one writer calls “do-it-yourself  
justice.”58 Alternative dispute resolution (ADR), according to a pair of Canadian 
labor lawyers, “uses faster, more user-friendly methods of dispute resolution, in-
stead of traditional, adversarial approaches (such as unilateral decision making 
or litigation).”59 The following ADR techniques represent a progression of steps 
third parties can take to resolve organizational conflicts.60 They are ranked from 
easiest and least expensive to most difficult and costly. A growing number of orga-
nizations have formal ADR policies involving an established sequence of various 
combinations of these techniques:

 • Facilitation. A third party, usually a manager, informally urges disputing 
parties to deal directly with each other in a positive and constructive manner. 
This can be a form of detriangling, as discussed earlier.

 • Conciliation. A neutral third party informally acts as a communication con-
duit between disputing parties. This is appropriate when conflicting parties 

Alternative 
dispute resolution

Avoiding costly 
lawsuits by resolving 
conflicts informally 
or through 
mediation or 
arbitration.

Figure 13– 5 Third-Party Intervention Options for Handling 

Conflict Triangles

SOURCE: List of options excerpted from P Ruzich, “Triangles:  Tools for Untangling Interpersonal Messes,” 

HR Magazine, July 1999, p 134. 
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refuse to meet face to face. The immediate goal is to establish direct commu-
nication, with the broader aim of finding common ground and a construc-
tive solution.

 • Peer review. A panel of trustworthy coworkers, selected for their ability to 
remain objective, hears both sides of a dispute in an informal and confiden-
tial meeting. Any decision by the review panel may or may not be binding, 
depending on the company’s ADR policy. Membership on the peer review 
panel often is rotated among employees.

 • Ombudsman. Someone who works for the organization, and is widely 
respected and trusted by his or her coworkers, hears grievances on a 
 confidential basis, and attempts to arrange a solution. This approach, more 
common in Europe than North America, permits someone to get help from 
above without relying on the formal hierarchy chain.

 • Mediation. “The mediator—a trained, third-party neutral—actively guides 
the disputing parties in exploring innovative solutions to the conflict. Al-
though some companies have in-house mediators who have received ADR 
training, most also use external mediators who have no ties to the com-
pany.”61 Unlike an arbitrator, a mediator does not render a decision. It is up 
to the disputants to reach a mutually acceptable decision.

 • Arbitration. Disputing parties agree ahead of time to accept the decision of a 
neutral arbitrator in a formal courtlike setting, often complete with evidence 
and witnesses. Participation in this form of ADR can be voluntary or man-
datory, depending upon company policy or union contracts.62 Statements are 
confidential. Decisions are based on legal merits. Trained arbitrators, typi-
cally from outside agencies such as the American Arbitration Association, 
are versed in relevant laws and case precedents.63

Practical Lessons from Conflict Research
Laboratory studies, relying on college students as subjects, uncovered the follow-
ing insights about organizational conflict:

 People with a high need for affiliation tended to rely on a smoothing (oblig-• 
ing) style while avoiding a forcing (dominating) style.64 Thus, personality 
traits affect how people handle conflict.

 Disagreement expressed in an arrogant and demeaning manner produced • 
significantly more negative effects than the same sort of disagreement ex-
pressed in a reasonable manner.65 In other words, how you disagree with 
someone is very important in conflict situations.

 Threats and punishment, by one party in a disagreement, tended to produce • 
intensifying threats and punishment from the other party.66 In short, aggres-
sion breeds aggression.

 As conflict increased, group satisfaction decreased. An integrative style of • 
handling conflict led to higher group satisfaction than did an avoidance style.67

  A recent study of 252 MBA students (27% female) broken up into 65 self-• 
managing teams underscored the importance of taking a proactive rather 
than reactive approach to conflict resolution. Each team pooled their 
 talents for 40% of their grade across four core courses during one semester. 
According to the researchers, the more successful teams were more  proactive: 
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“they make decisions about group resources (time, member skills, materials, 
etc.) in a way that integrates individual interests by identifying issues and 
creating solutions to potential conflicts before they arise.”68 The less success-
ful teams tended to reactively make decisions looking backward instead of 
toward the future. Thus, the old saying “an ounce of prevention is worth a 
pound of cure” is true when it comes to dysfunctional conflict.

 Companies with mandatory or binding arbitration policies were viewed • less 
favorably than companies without such policies.69 Apparently, mandatory or 
binding arbitration policies are a turn-off  for job applicants who dislike the 
idea of being forced to do something.

Field studies involving managers and real organizations have given us the fol-
lowing insights:

 Both intradepartmental and interdepartmental conflict decreased as goal • 
difficulty and goal clarity increased. Thus, challenging and clear goals can 
defuse conflict.

 Higher levels of conflict tended to erode job satisfaction and internal work • 
motivation.70

 Men and women at the same managerial level tended to handle conflict • 
similarly. In short, there was no gender effect.71

 Conflict tended to move around the organization in a case study of a public • 
school system.72 Thus, managers need to be alerted to the fact that conflict 
often originates in one area or level and becomes evident somewhere else. Con-
flict needs to be traced back to its source if there is to be lasting improvement.

 Samples of Japanese, German, and American managers who were presented • 
with the same conflict scenario preferred different resolution techniques. 
Japanese and German managers did not share the Americans’ enthusiasm 
for integrating the interests of all parties. The Japanese tended to look up-
ward to management for direction, whereas the Germans were more bound 
by rules and regulations. In cross-cultural conflict resolution, there is no one 
best approach. Culture-specific preferences need to be taken into consider-
ation prior to beginning the conflict resolution process.73

As we transition from conflict to negotiation, take a short break from your reading 
and reflect on how you can better handle conflict in your daily life. Think win–win.

Negotiation 
Formally defined, negotiation is a give-and-take decision-making process involv-
ing interdependent parties with different preferences.74 Common examples include 
labor–management negotiations over wages, hours, and working conditions and 
negotiations between supply chain specialists and vendors involving price, deliv-
ery schedules, and credit terms. Self-managed work teams with overlapping task 
boundaries also need to rely on negotiated agreements. Negotiating skills are more 
important today than ever75 (see the Real World/Real People feature on page 392 ).  
In fact, in a recent survey of 3,600 professional employees in 18 countries, only 52% 
said yes to the question, “Have you ever asked for or negotiated a pay raise?”76

LO.9 to the point
What are the 
two types of 
negotiation 
and what 
does added-
value negotia-
tion involve?

Negotiation

Give-and-take 
process between 
conflicting 
interdependent 
parties.

go to the Web for the Self-Exercise:  The Conflict Iceberg
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Two Basic Types of Negotiation
Negotiation experts distinguish between two types of negotiation—distributive and 
integrative. Understanding the difference requires a change in traditional fixed-pie 
thinking:

A distributive negotiation usually involves a single issue—a 

“fixed-pie”—in which one person gains at the expense of 

the other.  For example, haggling over the price of a rug 

in a bazaar is a distributive negotiation. In most conflicts, 

however, more than one issue is at stake, and each party 

values the issues differently. The outcomes available are 

no longer a fixed-pie divided among all parties. An agree-

ment can be found that is better for both parties than 

what they would have reached through distributive nego-

tiation. This is an integrative negotiation.

However, parties in a negotiation often don’t find these 

beneficial trade-offs because each assumes its interests 

 directly conflict with those of the other party. “What is 

good for the other side must be bad for us” is a common 

and unfortunate perspective that most people have. This 

is the mind-set we call the mythical “fixed-pie.”77

Distributive negotiation involves traditional win–lose 
thinking. Integrative negotiation calls for a progres-
sive win–win strategy.78 In a laboratory study of joint 

At Lowe’s, Linda Palmer had $48 skimmed from the 

$248 cost of a stainless-steel GE microwave. At ABC 

Warehouse, Fielding Fowler had $54 shaved from the 

price of a Frigidaire refrigerator.

 Whether through sweet talk or tough talk, all that 

these and a growing number of other savvy shoppers 

essentially did was point to the price tag and ask, “Can 

you do better?”

 The answer these days is often yes.

 It’s basic bookkeeping: With the economy in dire 

straits, retailers have to move those refrigerators (and 

color TVs and sofa sets), which means that crafty con-

sumers are getting their mattresses for something less 

than the sticker price—and their delivery for free.

 Long the method for shopping real estate, car 

dealerships, flea markets and antiques stores, haggling 

is invading recession-era retail.

How good a negotiator are you? What holds 
you back if you’re not? 

SOURCE: Excerpted from O Barker, “Hagglers Thrive in New 

Economy,” USA Today, March 16, 2009, p 1D.  

You Won’t Get a Better Price If You Don’t Ask

REAL WORLD | real people

 Copyright Scott Arthur Masear. Reprinted with permission.

Tough economic times have brought price haggling to the 

shopping mall. How effective are you at negotiating good 

deals?



Separately Jointly

• Mix and match elements of value in various workable

  combinations

• Think in terms of multiple deals 

• Identify elements of value (e.g., property, money,

  behavior, rights, risks) 

• Discuss unresolved issues

• Develop written agreement

• Build relationships for future negotiations 

• Create a marketplace of value by discussing respective

 elements of value 

• Exchange deal packages 

• Identify tangible and

  intangible needs 

• Discuss respective needs

• Find common ground for negotiation

• Analyze deal packages proposed by other party
• Discuss and select from feasible deal packages

• Think in terms of creative agreement 

Step 1: Clarify interests

Step 2: Identify options

Step 3: Design alternative deal packages

Step 4: Select a deal

Step 5: Perfect the deal
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Figure 13–6 An Integrative Approach: Added-Value Negotiation

SOURCE: From K Albrecht and S Albrecht, “Added Value Negotiating,” Training, April 1993, pp 26–29. Used with permission of Nielsen 

Business Media, Inc. 

venture negotiations, teams trained in integrative tactics achieved better outcomes 
for both sides than did untrained teams.79 North American negotiators generally 
are too short-term oriented and poor relationship builders when negotiating in 
Asia, Latin America, and the Middle East.80 The added-value negotiation tech-
nique illustrated in Figure 13–6 is an integrative approach that can correct these 
shortcomings. 

Ethical Pitfalls in Negotiation
The success of integrative negotiation, such as added-value negotiation, hinges 
to a large extent on the quality of  information exchanged, as researchers have 
documented.81 Telling lies, hiding key facts, and engaging in the other potentially 
unethical tactics listed in Table 13–3 erode trust and goodwill, both vital in win–
win negotiations.82  An awareness of these dirty tricks can keep good faith bar-
gainers from being unfairly exploited.83 Unethical negotiating tactics need to be 
factored into organizational codes of ethics.
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Practical Lessons from Negotiation Research
Laboratory and field studies have yielded these insights:

 Negotiators with fixed-pie expectations produced poor joint outcomes be-• 
cause they restricted and mismanaged information.84

 A meta-analysis of 62 studies found a • slight tendency for women to negoti-
ate more cooperatively than men. But when faced with a tit-for-tat bargain-
ing strategy (equivalent countermoves), women were significantly more 
competitive than men.85

Table 13–3 Questionable/Unethical Tactics in Negotiation

Lies  Subject matter for lies can include limits, alternatives, the negotiator’s intent, 

  authority to bargain, other commitments, acceptability of the opponent’s

offers, time pressures, and available resources.

Puffery  Among the items that can be puffed up are the value of one’s payoffs to the

  opponent, the negotiator’s own alternatives, the costs of what one is giv-

ing up or is prepared to yield, importance of issues, and attributes of the 

products or services.

Deception  Acts and statements may include promises or threats, excessive initial demands,

  careless misstatements of facts, or asking for concessions not wanted.

Weakening the opponent  The negotiator here may cut off or eliminate some of the opponent’s alter-

  natives, blame the opponent for his own actions, use personally abrasive 

statements to or about the opponent, or undermine the opponent’s alliances.

 Strengthening one’s  This tactic includes building one’s own resources, including expertise, finances, 

 own position  and alliances. It also includes presentations of persuasive rationales to the

    opponent or third parties (e.g., the public, the media) or getting mandates 

for one’s position.

Nondisclosure  Includes partial disclosure of facts, failure to disclose a hidden fact, failure to 

  correct the opponents’ misperceptions or ignorance, and concealment of 

the negotiator’s own position or circumstances.

Information exploitation  Information provided by the opponent can be used to exploit his

  weaknesses, close off his alternatives, generate demands against him, or 

weaken his alliances.

Change of mind  Includes accepting offers one had claimed one would not accept, changing 

  demands, withdrawing promised offers, and making threats one promised 

would not be made. Also includes the failure to behave as predicted.

Distraction  These acts or statements can be as simple as providing excessive information 

  to the opponent, asking many questions, evading questions, or burying the 

issue. Or they can be more complex, such as feigning weakness in one area 

so that the opponent concentrates on it and ignores another.

Maximization  Includes demanding the opponent make concessions that result in the negoti-

  ator’s gain and the opponent’s equal or greater loss. Also entails converting 

a win–win situation into win–lose.

SOURCE: Reprinted from H J Reitz, J A Wall Jr, and M S Love, “Ethics in Negotiation: Oil and Water or Good Lubrication?” Business 

Horizons, May–June 1998, p 6. © 1998, with permission from Elsevier. 

TACTIC DESCRIPTION/CLARIFICATION/RANGE
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Summary of Key Concepts

Define the term1.  conflict, and put the three metaphors 

of conflict into proper perspective for the workplace. 

Conflict is a process in which one party perceives that 

its interests are being opposed or negatively affected by 

another party. Conflict is inevitable but not necessar-

ily destructive. Metaphorically, conflict can be viewed 

as war (win at all costs), an opportunity (be creative, 

grow, and improve), or a journey (a search for common 

 Personality characteristics can affect negotiating success. Negotiators who • 
scored high on the Big Five personality dimensions of extraversion and 
agreeableness (refer back to Table 5–2) tended to do poorly with distributive 
(fixed-pie; win–lose) negotiations.86

 Good and bad moods can have positive and negative effects, respectively, on • 
negotiators’ plans and outcomes.87 So wait until both you and your boss are 
in a good mood before you ask for a raise.

 Subjects in a study trained in goal setting and problem solving enjoyed more • 
satisfying and optimistic dialogues on a controversial subject than did those 
with no particular strategy.88 Practical implication: don’t negotiate without 
being adequately prepared.

 Studies of negotiations between Japanese, between Americans, and between • 
Japanese and Americans found less productive joint outcomes across cul-
tures than within cultures.89 Less understanding of the other party makes 
cross-cultural negotiation more difficult than negotiations at home.

Conflict Management and Negotiation: 
A Contingency Approach 
Three realities dictate how organizational conflict should be managed. First, vari-
ous types of conflict are inevitable because they are triggered by a wide variety of 
antecedents. Second, too little conflict may be as counterproductive as too much. 
Third, there is no single best way of avoiding or resolving conflict. Consequently, 
conflict specialists recommend a contingency approach to managing conflict. 
Antecedents of conflict and actual conflict need to be monitored. If  signs of too 
little conflict such as apathy or lack of creativity appear, then functional conflict 
needs to be stimulated. This can be done by nurturing appropriate antecedents of 
conflict or programming conflict with techniques such as devil’s advocacy and the 
dialectic method. On the other hand, when conflict becomes dysfunctional, the 
appropriate conflict-handling style needs to be used. Realistic training involving 
role playing can prepare managers to try alternative conflict-handling styles.

Third-party interventions are necessary when conflicting parties are unwilling 
or unable to engage in conflict resolution or integrative negotiation. Integrative 
or added-value negotiation is most appropriate for intergroup and interorgani-
zational conflict. The key is to get the conflicting parties to abandon traditional 
fixed-pie thinking and their win–lose expectations.

Managers can keep from getting too deeply embroiled in conflict by apply-
ing four lessons from recent research: (1) establish challenging and clear goals, 
(2) disagree in a constructive and reasonable manner, (3) do not get caught up in 
conflict triangles, and (4) refuse to get caught in the aggression-breeds-aggression 
spiral.

to the point
What are the 
practical les-
sons from the 
contingency 
approach to 
conflict man-
agement and 
negotiation?
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ground and a better way). Within organizations, we are 

challenged to see conflicts as win–win opportunities 

and journeys rather than as win–lose wars.

Distinguish between functional and dysfunctional con-2. 

flict, and discuss why people avoid conflict. Functional 

conflict enhances organizational interests while dys-

functional conflict is counterproductive. Three desired 

conflict outcomes are agreement, stronger relation-

ships, and learning. People avoid conflict because of 

the following fears: harm, rejection, loss of relation-

ship, anger, being seen as selfish, saying the wrong 

thing, failing, hurting someone else, getting what we 

want, and intimacy.

List six antecedents of conflict, and identify the desired 3. 

outcomes of conflict. Among the many antecedents of 

conflict are incompatible personalities or value systems; 

competition for limited resources; inadequate commu-

nication; unreasonable or unclear policies, standards, or 

rules; unreasonable deadlines or extreme time pressure; 

collective decision making; unmet expectations; and un-

resolved or suppressed conflicts. The three desired out-

comes of conflict are agreement, stronger relationships, 

and learning.

Define4.  personality conflicts, and explain how manag-

ers should handle them. Personality conflicts involve 

interpersonal opposition based on personal dislike or 

disagreement (or as an outgrowth of workplace incivil-

ity). Care needs to be taken with personality conflicts 

in the workplace because of the legal implications of 

diversity, antidiscrimination, and sexual harassment. 

Managers should investigate and document personality 

conflict, take corrective actions such as feedback or be-

havior modification if  appropriate, or attempt informal 

dispute resolution. Difficult or persistent personality 

conflicts need to be referred to human resource special-

ists or counselors.

Discuss the role of in-group thinking in intergroup 5. 

conflict, and explain what management can do about 

intergroup conflict. Members of in-groups tend to see 

themselves as unique individuals who are more moral 

than outsiders, whom they view as a threat and stereo-

typically as all alike. In-group thinking is associated 

with ethnocentric behavior. According to the updated 

contact model, managers first must strive to eliminate 

negative relationships between conflicting groups. 

Beyond that, they need to provide team building, 

encourage personal friendships across groups, foster 

positive attitudes about other groups, and minimize 

negative gossip about groups.

Discuss what can be done about cross-cultural conflict.6.  

International consultants can prepare people from dif-

ferent cultures to work effectively together. Cross- 

cultural conflict can be minimized by having expatri-

ates build strong cross-cultural relationships with 

their hosts (primarily by being good listeners, being 

sensitive to others, and being more cooperative than 

competitive).

Explain how managers can stimulate functional conflict, 7. 

and identify the five conflict-handling styles. There are 

many antecedents of conflict—including incompatible 

personalities, competition for limited resources, and 

unrealized expectations—that need to be monitored. 

Functional conflict can be stimulated by permitting 

antecedents of conflict to persist or programming con-

flict during decision making with devil’s advocates or 

the dialectic method. The five conflict-handling styles 

are integrating (problem solving), obliging (smooth-

ing), dominating (forcing), avoiding, and compromis-

ing. There is no single best style.

Explain the nature and practical significance of conflict 8. 

triangles and alternative dispute resolution for third-

party conflict intervention. A conflict triangle occurs 

when one member of a conflict seeks the help of a 

third party rather than facing the opponent directly. 

Detriangling is advised, whereby the third-party re-

directs the disputants’ energy toward each other in a 

positive and constructive manner. Alternative dispute 

resolution involves avoiding costly court battles with 

more informal and user-friendly techniques such as 

facilitation, conciliation, peer review, ombudsman, 

 mediation, and arbitration.

Explain the difference between distributive and integra-9. 

tive negotiation, and discuss the concept of added-value 

negotiation. Distributive negotiation involves fixed-pie 

and win–lose thinking. Integrative negotiation is a win–

win approach to better results for both parties. The five 

steps in added-value negotiation are as follows: step 1, 

clarify interests; step 2, identify options; step 3, design 

alternative deal packages; step 4, select a deal; and step 

5, perfect the deal. Elements of value, multiple deal 

packages, and creative agreement are central to this 

approach.

Conflict, 373

Functional conflict, 375

Dysfunctional conflict, 375

Personality conflict, 377

Day of contemplation, 379

Programmed conflict, 384

Devil’s advocacy, 385
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Conflict triangle, 388

Alternative dispute resolution, 389

Negotiation, 391
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Throughout the 1990s, Selina Lo had a reputation as 
one of Silicon Valley’s most aggressive and successful 
salespeople. But anyone who was not part of what Lo 
deemed the solution, she treated as her personal prob-
lem. Her bag of management tools included yelling, fist 
pounding, and stomach-curdling sarcasm.

David Callisch, director of marketing at switchmaker 
Alteon WebSystems in the late ’90s, was among those 
she shot down, rolled over, and put in their place. After 
two years of working for Lo, who was vice president 
of marketing at the time, Callisch begged her to please, 
please let him report to someone else. “I said, ‘I can’t 
handle working for you,’ ” he recalls. “ ‘You cause me huge 
amounts of anxiety. I don’t want to go on like this.’” 

“She’d stick her head in your office and bark out a 
bunch of commands,” Callisch says. “We used to call 
them ‘drive-bys.’ If  we ever wanted to motivate some-
one, we’d say, ‘We’re going to tell Selina that you can’t 
do this.’ It would put the fear of God into them.”

The Big-Cheese Challenge
In 2004, Lo became CEO of Ruckus Wireless, a Wi-Fi 
start-up in Sunnyvale, California. And that was when 
she realized she needed to change. The first inkling came 
as she was trying to recruit executives she had known in 
other jobs. She made them financial offers they couldn’t 
refuse. They refused anyway. They also told her why. “I 
had heard complaints before,” says Lo. “But I always 
shrugged that off. Hey, stress is part of this profession; 
it’s part of the package. I didn’t realize I was making 
people physically sick.”

Lo had also grown accustomed to ripping into her 
bosses, who generally tolerated it because her fierceness 
served their companies. But shortly after taking over at 
Ruckus, she got into a heated argument with a major 
investor, and even Lo realized she had crossed a line. 
Dominic Orr, chairman of the board at Ruckus and 
Lo’s boss at Alteon, was present at that investor meet-
ing and calls it a moment of truth. “It became clear that 
Selina Lo might win—but Ruckus might lose,” he says.

The final straw came as Lo found herself for the first 
time managing people she had recruited and hired. She 
felt an unfamiliar obligation for the lives and happiness of 
employees—all employees, not just the engineers and mar-
keters she usually favored. “When I was VP of marketing, 
I could go nuts, and the damage would be limited,” she 
says. “When the CEO screams, the impact is much greater. 
I can’t build a company with nervous people.”

The Softening
What Lo calls her “directness” is bred in her bones, 
the result of  being raised by hypercompetitive parents 

in fast-paced Hong Kong. It also stems from being 
a woman in a male-dominated industry, she says. 
Changing required a huge effort of  will. And she was 
no stranger to management training. “I tried to do 
what the books said: be hands-off  and let people make 
their own mistakes,” says Lo. “But I hated it, hated it, 
hated it.”

Disenchanted with the classes-and-books route to 
better leadership, Lo resolved to reform her own way. 
Impatience, she recognized, was her greatest foe. Lo 
likes things settled, which means arguments end when 
she leaves the room. Winner: Selina Lo. At Ruckus, she 
adopted a group decision-making process that forces 
her to consider the opinions of others. Now, when a 
disagreement arises, she quickly convenes a meeting of 
herself, her disputant, and one or two other people af-
fected by the decision. “If  they agree with me, he gets 
more data points about why I am correct,” says Lo. “If  
they agree with him, I ask myself, Am I being blind or 
unfair?”

She also gets a group assist in matters of emotional 
intelligence. In the past, Lo had always been stingy with 
praise, because she herself  doesn’t need it. “In Chinese 
culture, it’s considered bad manners to praise your kid, 
so I never got that from my parents,” she says. “I be-
came very self-driven.” At Ruckus, Lo has asked col-
leagues to help her recognize when and how to dole out 
the kudos. Before an all-hands meeting, for example, 
someone might suggest she acknowledge an individual 
for a job well done. “The process has been like learning 
to be a parent,” she says. “People learn to be good par-
ents without going to school. If  you care, over time, you 
figure out how to do it.”

Questions for Discussion
How did Selina Lo’s interpersonal style evolve in 1. 

terms of the conflict metaphors discussed in this 
chapter?

What evidence of functional and dysfunctional conflict is 2. 

apparent in this case?

What did Selina Lo need to learn early on about emo-3. 

tional intelligence, as discussed in Chapter 5? How 
would it have impacted her management style?

How would you handle a boss with the win–lose 4. 

style Selina Lo exhibited early in her career? 
Explain.

Using Table 13–2 as a guide, what lessons about 5. 

cross-cultural conflict did Selina Lo need to learn 
early in her career?

Which conflict-handing styles are evident in this 6. 

case? What was their comparative  effectiveness?

OB in Action Case Study

Selina Lo Sees the Light90 
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Web Resources

For study material and exercises that apply to this chapter, visit our Web site,

www.mhhe.com/kreitner

At the company where I work—
we make creative products for 

children—two of the top executives are at war with each 
other. They go off  on rants, they use foul language, and 
from time to time they actually have shoving matches. 
Both of these men are top producers, I might add. What 
lies behind this behavior? And is there anything cowork-
ers can do? We’re appalled, but the boss won’t step in.91 

What Is the Right Thing to Do in 
This Situation? (What Are the Ethical 
Implications for Your Choice?)

These guys are simply high-spirited thoroughbreds 1. 

who kick up some dust while helping us win the 
race. Just stay out of their way.

The good results these men get are more than offset 2. 

by the negative impact their feud has on company 

productivity and morale. A coalition of employees 
needs to confront the boss with the facts and rec-
ommend corrective action.

In this obvious clash of personalities, one of these 3. 

bullies must be fired. Or should the company fire 
both?

The boss is clueless, so someone needs to elevate the 4. 

issue to the board of directors.

A brave coworker who has the respect of  these 5. 

feuding men needs to take them aside for a little 
talk about workplace civility, to break the cycle 
of  dysfunctional conflict. This would be a win–
win option, where everyone could save face and 
upper management wouldn’t be dragged into 
the fray.

Let’s take sides in this feud and fight it out until 6. 

there’s a clear winner and loser.

Invent other options. Discuss.7. 

Ethical Dilemma

Break It Up!
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Chapter 14
Communicating 
in the Digital Age 

When you finish studying the material in this chapter, you should be able to:

 Describe the perceptual process model of communication.

 Describe the barriers to effective communication.

 Contrast the communication styles of assertiveness, aggressiveness, and 
nonassertiveness.

 Discuss the primary sources of nonverbal communication.

 Review the five dominant listening styles and 10 keys to effective 
listening.

 Describe the communication differences between men and women, and 
explain the source of these differences.

 Discuss the formal and informal communication channels.

 Explain the contingency approach to media selection.

 Describe the Internet Generation, and discuss the pros and cons of 
teleworking.

 Specify practical tips for more effective e-mail and cell phone etiquette.
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Student Resources for Studying Chapter 14

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, • 

and discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

 In the world of Facebook or 

Twitter, people love to hear feed-

back about what they’re up to. But sit them down for 

a performance review, and suddenly the experience 

becomes traumatic. 

Now companies are taking a page from social net-

working sites to make the performance evaluation pro-

cess more fun and useful. Accenture has developed a 

Facebook-style program called Performance Multiplier 

in which, among other things, employees post status 

updates, photos, and two or three weekly goals that 

can be viewed by fellow staffers. Even more immedi-

ate: new software from a Toronto startup called Rypple 

that lets people post Twitter-length questions about 

their performance in exchange for anonymous feed-

back. Companies ranging from sandwich chain Great 

Harvest Bread Co. to Firefox developer Mozilla have 

signed on as clients. 

Such initiatives upend the dreaded rite of annual re-

views by making performance feedback a much more 

real-time and ongoing process. Stanford University 

management professor Robert Sutton argues that 

performance reviews “mostly suck” because they’re 

conceived from the top rather than designed with em-

ployees’ needs in mind. “If you have regular conversa-

tions with people, and they know where they stand, 

then the performance evaluation is maybe unneces-

sary,” says Sutton. 

What Rypple’s and Accenture’s tools do is create 

a process in which evaluations become dynamic—and 

more democratic. Rypple, for example, gives employees 

the chance to post brief, 140-character questions, such 

as “What did you think of my presentation?” or “How 

can I run meetings better?” The queries are  e-mailed 

to managers, peers, or anyone else the user selects. 

Short anonymous responses are then aggregated and 

sent back, providing a quick-and-dirty 360-degree re-

view. The basic service is free. But corporate clients can 

pay for a premium version that includes tech support, 

extra security, and analysis of which topics figure high-

est in employee posts. Rypple’s co-founders have also 

launched software called TouchBase that’s meant to 

replace the standard annual review with quick monthly 

surveys and discussions. . . . 

If having your performance goals posted for the world 

to see sounds a bit Orwellian, consider this: Rypple re-

ports that some two-thirds of the questions posted 

on its service come from managers wanting feedback 

about business questions or their own performance. 

The biggest payoff of these social network-style tools 

may prove to be better performance by the boss. 1

FOR DISCUSSION

What do you like or dislike about using 

information technology for more intensive 

performance management?
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Modern information technology is connecting us and transforming our lives 
in unprecidented ways. The chapter-opening vignette offers a glimpse of what is 
occurring in the workplace. There are positives, negatives, and unintended conse-
quences of living in a “wired world.” So it is important for all of us to understand 
the underlying communication process and the dynamics of communicating as 
technology continues to evolve. 

The study of communication is fundamentally important because every man-
agerial function and activity involves some form of direct or indirect communica-
tion. Whether planning and organizing or directing and leading, managers find 
themselves communicating with and through others. This implies that everyone’s 
communication skills affect both personal and organizational effectiveness.2 For 
example, one study found that 70% of “preventable hospital mishaps” resulted 
from a lack of communication between employees, particularly during handoffs of 
patient care.3 A survey of 336 organizations revealed that 66% of the respondents 
did not know or understand their organization’s mission and business strategy, 
which subsequently led them to feel disengaged at work. This sort of communica-
tion breakdown leads to lower productivity and product quality, and higher labor 
costs and turnover.4

This chapter will help you to better understand how managers can both im-
prove their communication skills and design more effective communication pro-
grams. We discuss (1) basic dimensions of the communication process, focusing on 
a perceptual process model and barriers to effective communication; (2) interper-
sonal communication; (3) organizational communication; and (4) communicating 
in the information technology age.

Basic Dimensions of the 
Communication Process 
Communication is defined as “the exchange of information between a sender and 
a receiver, and the inference (perception) of meaning between the individuals 
 involved.”5 Managers who understand this process can analyze their own com-
munication patterns as well as design communication programs that fit organiza-
tional needs. This section reviews a perceptual process model of communication 
and discusses the barriers to effective communication.

Perceptual Process Model 
of Communication

Historically, the communication process was described in terms of a conduit 
model. This model depicts communication as a pipeline in which information and 
meaning are transferred from person to person. Today, communication experts 
criticize the conduit model for being unrealistic. The conduit model assumes com-
munication transfers intended meanings from person to person. If  this assump-
tion were true, miscommunication would not exist and there would be no need to 
worry about being misunderstood. We could simply say or write what we want and 
 assume the listener or reader accurately understands our intended meaning.

As we all know, communicating is not that simple or clear-cut. Communication 
is fraught with misunderstanding. In recognition of this, researchers have begun 
to examine communication as a form of social information processing (recall 

to the point
Why is knowl-
edge of the 
basic commu-
nication pro-
cess essential 
for communi-
cating more 
effectively?

Communication

Interpersonal 
exchange of 

information and 
understanding.
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the discussion in Chapter 7) in which receivers interpret messages by cognitively 
processing information. This view led to development of a perceptual model of 

communication that depicts communication as a process in which receivers create 
meaning in their own minds. Let us consider the parts of this process and then 
integrate them with an example.

Sender, Message, and Receiver The sender is the person wanting to 
communicate information—the message—and the receiver is the person, group, 
or organization for whom the message is intended.

Encoding Encoding entails translating thoughts into a code or language that 
can be understood by others. This forms the foundation of the message. For ex-
ample, if  a professor wants to inform students about an assignment, she must first 
think about what information she wants to communicate. Once the professor re-
solves this issue in her mind and encodes it into spoken or written words, she needs 
to select a medium for sharing the message. Word choice is very important because 
the English language, for one example, has upwards of one million words.6

Selecting a Medium Managers have a wide variety of media at their dis-
posal. Typical media in organizations include face-to-face conversations, telephone 
calls, e-mail, voice mail, videoconferencing, written memos or letters, photographs 
or drawings, meetings, bulletin boards, computer output, and charts or graphs. 
Choosing the appropriate medium depends on many factors, including the nature 
of the message, its intended purpose, the audience, proximity to the audience, time 
constraints, and personal skills and preferences.

All media have advantages and disadvantages. Face-to-face conversations, for 
instance, are useful for communicating about important or emotionally charged is-
sues and those requiring immediate feedback and intensive interaction. Telephones 
are convenient, fast, and sometimes private, but lack nonverbal information. 
Although writing memos or letters is time consuming, it is a good medium when it 
is difficult to meet with the other person, when formality and a written record are 
important, and when face-to-face interaction is not necessary to enhance under-
standing. We have more to say later about choosing media.

Decoding and Creating Meaning Decoding occurs when receivers receive 
a message. It is the process of interpreting and making sense of a message. Returning 
to our example of a professor communicating about an assignment, decoding would 
occur among students when they receive the message from the professor.

In contrast to the conduit model’s assumption that senders give messages their 
meaning, the perceptual model says that receivers give messages their meaning. 
Intended meaning can be an elusive thing. Consider this cross-cultural experience 
of a Wall Street Journal reporter on assignment in China.

I was riding the elevator a few weeks ago with a Chinese colleague here in the Journal’s 

Asian headquarters. I smiled and said, “Hi.” She responded, “You’ve gained weight.” I 

might have been appalled, but at least three other Chinese co-workers also have told 

me I’m fat. I probably should cut back on the pork dumplings. In China, such an intimate 

observation from a colleague isn’t necessarily an insult. It’s probably just friendliness.7

This example highlights how decoding and creating meaning are influenced 
by cultural norms and values.

Perceptual 
model of 
communication

Process in which 
receivers create 
their own meaning.
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Feedback How often do you think you have lost your cell phone connection 
with the other person? Something like this usually occurs: “Hello, are you there?” 
“Can you hear me?” The other person may say back, “Yes, I can hear you, but 
you’re fading in and out.” This is an example of feedback; the sender gets a reac-
tion from the receiver.

Noise Noise represents anything that interferes with the 
transmission and understanding of a message. It can affect 
any part of the communication process. This broad definition 
of noise includes many situations such as a speech impairment 
or accent, poor telephone connection, illegible handwriting, 
bad photocopy, inaccurate statistics, lies, background sounds, 
poor hearing and eyesight, and physical distance between 
sender and receiver.

Figure 14 –1 provides an example of the perceptual com-
munication process. Notice the cyclical nature of this  exchange 
of meaning, as the sender becomes a receiver and so on. 

LO.2   Barriers to Effective 
Communication

There are two key components of effective communication. 
First, senders need to accurately communicate their intended 
message. Understanding is unlikely, otherwise. Second, receiv-
ers need to correspondingly perceive and interpret the mes-
sage accurately. Anything that gets in the way of the accurate 
transmission and reception of a message is a barrier to effec-
tive communication. It is important to be aware of and avoid 
these barriers when communicating.

Noise

Interference with 
the transmission 

and understanding 
of a message.

Figure 14 –1 Communication Process in Action

  Trying  to communicate via cell phone while 

sitting in a café is likely to be affected by noise. 

The person’s cell phone conversation can also 

represent noise to someone at the next table. 
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Some barriers actually are part of the communication process itself  (see 
Table 14–1).  Communication will fail if  any step in the communication process 
is disrupted or blocked. More broadly, there are three types of barriers likely to 
impact communication effectiveness: (1) personal barriers, (2) physical barriers, 
and (3) semantic barriers.

Personal Barriers Have you ever communicated with someone and felt 
totally confused? This may have prompted you to wonder: “Is it them or is it me?” 
Personal barriers represent any individual attributes that hinder communication. 
Let’s examine nine common personal barriers that foster miscommunication.

 Variable skills in communicating effectively.1.  Some people are simply better com-

municators than others. They may know one or more foreign languages.8 They 

have the speaking and listening skills, the ability to use gestures for dramatic ef-

fect, the vocabulary to alter the message to fit the audience, the writing skills to 

convey concepts in simple and concise terms, and the social skills to make others 

feel comfortable. Others suffer for lack of these skills. Fortunately, practice and 

communication skills training can help.9

 Variations in how information is processed and interpreted.2.  Did you grow up in a 

rural setting, in the suburbs, or in a city? Did you attend private or public school? 

What were your parents’ attitudes about your doing chores and playing sports? 

Are you from a loving home or one marred with fighting, yelling, and lack of 

structure?

   Answers to these questions are relevant because they make up the different 

frames of reference and experiences people use to interpret the world around 

them. As you may recall from Chapter 7, people selectively attend to various 

stimuli based on their unique frames of reference. This means that these differ-

ences affect our interpretations of what we see and hear.

 Variations in interpersonal trust.3.  Chapter 11 discussed the manner in which trust 

affects interpersonal relationships. Communication is more likely to be distorted 

when people do not trust each other.10 Rather than focusing on the message, a 

lack of trust is likely to cause people to be defensive and question the accuracy 

of what is being communicated.

Personal barriers

Any individual 
attribute 
that hinders 
communication.

Table 14 –1 Potential Breakdowns in the Communication Process Itself

•  Sender barrier (e.g., forgetting to send a message, fearing to send a message, or procrasti-

nating with a difficult message).

•  Encoding barrier (e.g., poor language skills, poor word choice, or incomprehensible 

 delivery). 

•  Medium barrier (e.g., faulty transmission, battery failure on wireless device, busy signal, shouting 

in a noisy place, or computer network failure).

•  Decoding barrier (e.g., poor language skills; mixed signals from verbal and nonverbal mes-

sages; or failure to understand humor, slang, or technical jargon).

•  Receiver barrier (e.g., no message received, unwillingness to receive message, or strong 

emotional reaction to message).

•  Feedback barrier (e.g., blank stare, lack of verbal or written response, mixed signals from 

verbal and nonverbal messages).
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 Stereotypes and prejudices.4.  We noted in Chapter 7 that stereotypes are oversim-

plified beliefs about specific groups of people. They potentially distort commu-

nication because their use causes people to misperceive and filter information.11 

It is important for all of us to be aware of our stereotypes and to recognize that 

they may subconsciously affect the messages we send and how we interpret mes-

sages we receive.

 Big egos.5.  Our ego—whether due to pride, inflated self-esteem, superior ability, 

or arrogance—can be a major communication barrier. Egos can cause political 

battles, turf wars, and pursuit of power, credit, and resources. Egos influence 

how we treat others as well as our receptiveness to being influenced by others. 

Have you ever had someone put you down in public? Then you know how ego-

related feelings can influence communication.

 Poor listening skills.6.  How many times have you been in class when one student 

asks the same question that was asked minutes earlier? How about going to a 

party and meeting a low self-monitoring person (as described in Chapter 5) who 

only talks about himself  and never asks questions about you? This experience 

certainly doesn’t make one feel important or memorable. It’s hard to commu-

nicate effectively when one of the parties is not listening. Listening skills are 

discussed later in this chapter.

 Natural tendency to evaluate others’ messages.7.  What do you say to someone after 

watching the latest movie in a theater? “What did you think of the movie?” He 

or she might reply, “It was great, best movie I’ve seen all year.” You then may say, 

“I agree,” or alternatively, “I disagree; that movie stunk.” The point is that we 

all have a natural tendency, according to renowned psychologist Carl Rogers, to 

evaluate messages from our own point of view or frame of reference, particularly 

when we have strong feelings about the issue.12

 Inability to listen with understanding.8.  Listening with understanding occurs when 

a receiver can “see the expressed idea and attitude from the other person’s point 

of view, to sense how it feels to him, to achieve his frame of reference in regard 

to the thing he is talking about.”13 Try to listen with understanding; it will make 

you less defensive and can improve your accuracy in perceiving messages.

 Nonverbal communication.9.  Communication accuracy is enhanced when one’s 

facial expression and gestures are consistent with the intent of a message. 

Interestingly, people may not even be aware of their nonverbal messages. More 

is said about this important aspect of communication a bit later.

Physical Barriers: Sound, Time, Space, and More Have you ever 
been talking to someone on a cell phone while standing in a busy area with traffic 
noise and people talking loudly next to you? Then you know what physical bar-
riers are. Other such barriers include time-zone differences, telephone-line static, 
distance from others, and crashed computers. Office design is another physical 
barrier, which is why more organizations are hiring experts to design facilities that 
promote open interactions, yet provide space for private meetings.14

Semantic Barriers: When Words Matter When your boss tells you, 
“We need to complete this project right away,” what does it mean? Does “we” 
mean just you? You and your coworkers? Or you, your coworkers, and the boss? 
Does “right away” mean today, tomorrow, or next week? These are examples of 
semantic barriers. Semantics is the study of words.

Semantics

The study of words.
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“I love the way you get them to hang on your every buzzword.” 

SOURCE: Paul Kales, Harvard Business Review, December 2008, p 18.
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Semantic barriers are more likely in today’s global and multicultural workforce. 
Their frequency also is fueled by the growing trend to outsource customer service 
operations to foreign countries, particularly to India. In response to complaints 
from American customers, Indian outsourcers such as Wipro have instituted train-
ing programs aimed at reducing cross-cultural semantic barriers:

In an American-culture training class at Wipro, students identify Indian stereotypes 

(superstitious, religious, and helpful) and American stereotypes (sports-loving, punctual, 

not as knowledgeable about computers as they think). The point is to identify shallow 

images as barriers to good communication so they can be overcome.

 The class reviews cultural differences—big and small. As a “high-context” culture 

where what is communicated is more internalized (say, in a family), Indians can seem 

to be beating around the bush to Americans, who are part of a low-context culture in 

which communications need to be more explicit. “If you like to talk and you’re dealing 

with a low-context person,” explains the instructor, Roger George, “you might want to 

keep it simple and get to the point.”15 

Jargon and buzzwords 
constitute another category 
of semantic barrier. Jargon 
represents language or ter-
minology that is specific 
to a particular profession, 
group, or company. The use 
of jargon has increased as 
our society has become more 
technologically oriented. (For 
example, “The CIO wants the 
RFP to go out ASAP” means 
“The Chief Information 
Officer wants the Request for 
Proposal to go out as soon as 
possible.”) Buzzwords are over-
used words or faddish phrases 
that become a form of verbal 
or written shorthand. (For 
example, an economist who 
says, “At the end of the day, 
the bottom line is that there’s 
a lack of visibility” simply 
means, “I don’t know what’s 
going to happen.”) Words or 
phrases that are ordinary to you may be mysterious to outsiders or nonspecialists. 
If  we want to be clearly understood, it is important to choose our words and craft 
our messages with the receiver’s situation and frame of reference in mind.16  

Jargon

Language or 
terminology 
that is specific 
to a particular 
profession, group, 
or company.

go to the Web for the Self-Exercise:  What Is Your Business Etiquette?
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Interpersonal Communication 
The quality of interpersonal communication within an organization is very im-
portant. Researchers found that people with good communication skills helped 
groups to make more innovative decisions and were promoted more frequently 
than individuals with less developed abilities.17 Communication competence is 
 defined as the ability to communicate effectively in specific situations. Business 
etiquette, for example, is one component of communication competence.

While there are a host of  communication abilities and skills under the 
 umbrella of  communication competence, we focus on five that you can control: 
assertiveness, aggressiveness, nonassertiveness, nonverbal communication, and 
active listening. We conclude this section by discussing gender differences in 
 communication.

Assertiveness, Aggressiveness, 
and Nonassertiveness

Table 14–2 describes the styles of assertiveness, aggressiveness, and non assertiveness 
and identifies nonverbal and verbal behavior patterns associated with each one.  
Here’s a quick quiz to see if  you understand the three contrasting communication 
styles. Which style did Carol Bartz, the very successful former CEO of Autodesk, 
display upon taking the top spot at struggling Yahoo in 2009?

 Just a few minutes after being introduced at a hastily arranged conference call, the self-

described straight shooter told analysts she intends to ensure Yahoo gets “some friggin’ 

breathing room” so the company can “kick some butt.”18 

Only time will tell if  Bartz’s in-your-face aggressive communication style will turn 
things around at Yahoo, or build resentment, mistrust, and resistance. In general, 
you can improve your communication competence by trying to be more assertive 
and less aggressive or nonassertive. Let’s apply this recommendation in the context 
of saying no to someone.

We all get asked to do things we really don’t want to do. For example, you may 
have been asked by a lazy friend to share a homework assignment or, alternatively, 
to purchase a product you don’t need. The communication goal in these cases is to 
say no in an assertive manner. Below are several tips for saying no.

 Don’t feel like you have to provide a yes or no answer on the spot. You can • 
ask for more time to think over the request.

 Be honest, and start your response with the word • no. It’s easier to be stead-
fast in your commitment to saying no if  you start out by saying the word up 
front.

 Use nonverbal assertive behaviors to reinforce your words. For example, you • 
can shake your head from side to side while saying no and you can look into 
the requester’s eyes as you say no; but don’t glare.

 Use verbal assertive behaviors. Say no with a firm, direct tone. Use “I” state-• 
ments when necessary. For example, “I feel it is unfair to give you my home-
work so you can sleep in and skip class.”19

to the point
What is 
involved in 
assertive com-
munication, 
nonverbal com-
munication, 
active listening, 
and genderflex 
communication?

Communication 
competence

Ability to 
communicate 

effectively in specific 
situations.
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Table 14 –2 Communication Styles

COMMUNICATION 
STYLE DESCRIPTION NONVERBAL BEHAVIOR PATTERN VERBAL BEHAVIOR PATTERN

Assertive Pushing hard without 

  attacking; permits others 

to influence outcome; 

expressive and self-

enhancing without 

intruding on others

Good eye contact 

Comfortable but firm posture

Strong, steady, and audible 

 voice

Facial expressions matched 

 to message

Appropriately serious tone 

Selective interruptions to 

 ensure understanding

Direct and unambiguous 

 language

No attributions or 

  evaluations of other’s 

behavior

Use of “I” statements and 

  cooperative “we” 

statements

Aggressive Taking advantage of others; 

  expressive and self-

enhancing at other’s 

expense

Glaring eye contact

Moving or leaning too close

Threatening gestures (pointed 

 finger; clenched fist)

Loud voice 

Frequent interruptions

Swear words and abusive 

 language

Attributions and evalua- 

 tions of other’s behavior

Sexist or racist terms

Explicit threats or 

 put-downs

Nonassertive Encouraging others to take 

  advantage of us; inhibited; 

self-denying

Little eye contact 

Downward glances 

Slumped posture 

Constantly shifting weight

Wringing hands

Weak or whiny voice

Qualifiers (“maybe”; 

 “kind of”)

Fillers (“uh,” “you know,” 

 “well”)

Negaters (“It’s not really 

  that important”; “I’m not 

sure”)

SOURCE: Adapted in part from J A Waters, “Managerial Assertiveness,” Business Horizons, September–October 1982, pp 24–29.

go to the Web for the Group Exercise: Practicing Different Styles 
of Communication

It is okay to say no. Remember, the more you say yes to others, the less time you 
have to yourself. Saying yes when you want to say no can lead to guilt, anger, re-
sentment, and potentially failure.

Nonverbal Communication 
Nonverbal communication is “[a]ny message, sent or received independent of the 
written or spoken word . . . [It] includes such factors as use of time and space, 
distance between persons when conversing, use of color, dress, walking behavior, 
standing, positioning, seating arrangement, office locations and furnishing.”20

LO.4
Nonverbal 
communication

Messages sent 
outside of the written 
or spoken word.
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Communication experts estimate that 65% of every conversation is partially inter-
preted through nonverbal communication.21 It thus is important to ensure that your 
nonverbal signals are consistent with your intended verbal messages. Inconsistencies 
create noise and promote miscommunications.22 Because of the prevalence of non-
verbal communication and its significant impact on organizational behavior (includ-
ing, but not limited to, perceptions of others, hiring decisions, work attitudes, and 
turnover), managers need to become consciously aware of the nonverbal signals they 
give and receive (see the Real World/Real People feature above). 

Body Movements and Gestures Body movements, such as leaning for-
ward or backward, and gestures, such as pointing, provide additional nonverbal 
information that can either enhance or detract from the communication process. 
Open body positions such as leaning forward communicate immediacy, a term 
used to represent openness, warmth, closeness, and availability for communica-
tion. Defensiveness is communicated by gestures such as folding arms, crossing 
hands, and crossing one’s legs. Judith Hall, a communication researcher, con-
ducted a meta-analysis of gender differences in body movements and gestures. 
Results revealed that women nodded their heads and moved their hands more 
than men. Leaning forward, large body shifts, and foot and leg movements were 

exhibited more frequently by men than women.23

Although it is fun to interpret body movements 
and gestures when playing charades, it is important 
to remember that body language is easily misin-
terpreted and highly dependent on context. Hand 
gestures are especially problematic in cross-cultural 
situations.  For example, President Barack Obama’s 
enthusiastic use of the thumbs-up sign at the 2009 
G-20 meeting in London could have been inter-
preted as “great” in the US and China; the “num-
ber 1” in France; the “number 5” in Japan; and “up 
yours” in Australia, Italy, and many  other places.24  

Touch Touching is another powerful nonver-
bal cue. People tend to touch those they like. A 
meta-analysis of gender differences in touching in-
dicated that women do more touching during con-
versations than men.25 Of particular note, however, 

Marcia Finberg’s relationship with her boss had been 

cordial during the three years she worked as vice 

president of marketing and business development for a 

Phoenix hospital. Her boss, the CEO, always made small 

talk and followed up with her on projects. When this 

rapport suddenly stopped, Ms. Finberg knew something 

was up. Three months later her job was eliminated. . . .

 Ms. Finberg’s boss went from being friendly with 

her to avoiding her and being curt. She knew the 

hospital was losing patients to a new medical center in 

the area and that her employer’s financial situation had 

become precarious.

From an ethical standpoint, what should the 
hospital’s CEO have done differently?

SOURCE: Excerpted from D Mattioli, “Layoff Sign: Boss’s Cold 

Shoulder,” The Wall Street Journal, October 23, 2008, p D6. 

Reading the Nonverbal Signs of a Possible Layoff

REAL WORLD | real people 

President Obama’s well-intentioned thumbs-up sign at 

the 2009 G-20 economic summit in London is an insult-

ing  gesture in some countries and cultures. Nonverbal 

 communication is problematic in cross-cultural situations.
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is the fact that men and women interpret touching differently. Sexual harassment 
claims might be reduced by keeping this perceptual difference in mind.

Moreover, norms for touching vary significantly around the world. Consider the 
example of two males walking across campus holding hands. In the Middle East, 
this behavior would be quite normal for males who are friends or have great respect 
for each other. In contrast, this behavior is not commonplace in the United States.

Facial Expressions Facial expressions convey a wealth of information. 
Smiling at a business meeting in Kansas City, for instance, typically represents 
warmth, happiness, or friendship, whereas frowning conveys dissatisfaction or 
anger. But are these interpretations universal across cultures? The short answer is 
no. A summary of relevant research revealed that the association between facial 
expressions and emotions varies across cultures.26 Smiling, for example, conveys 
different emotions around the world. Once again, we need to be careful when 
using and reading facial expressions among diverse groups of employees and 
when working across cultures.

Eye Contact Eye contact is a strong nonverbal cue that serves four functions 
in communication. First, eye contact regulates the flow of communication by sig-
naling the beginning and end of conversation. There is a tendency to look away 
from others when beginning to speak and to look at them when done. Second, 
gazing (as opposed to glaring) facilitates and monitors feedback because it reflects 
interest and attention. Third, eye contact conveys emotion. People tend to avoid 
eye contact when discussing bad news or providing negative feedback. Fourth, 
gazing relates to the type of relationship between communicators.

As is true for body movements, gestures, and facial expressions, norms for 
eye contact vary across cultures. Westerners are taught at an early age to look at 
their parents when spoken to. In contrast, Asians are taught to avoid eye contact 
with a parent or superior in order to show obedience and subservience.27 Once 
again, managers should be sensitive to different orientations toward maintaining 
eye contact with diverse employees.

Practical Tips Good nonverbal communication skills are essential for build-
ing positive interpersonal relationships. Communication experts offer the follow-
ing advice to improve nonverbal skills:28

Positive Nonverbal Actions That Help Communication

 Maintaining appropriate eye contact.• 

 Occasionally using affirmative nods to indicate agreement.• 

 Smiling and showing interest.• 

 Leaning slightly toward the speaker.• 

 Keeping your voice low and relaxed.• 

 Being aware of your facial expressions.• 

Actions to Avoid

 Licking your lips or playing with your hair or mustache.• 

 Turning away from the person you are communicating with.• 

 Closing your eyes and displaying uninterested facial expressions such as yawning.• 

 Excessively moving in your chair or tapping your feet.• 
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 Using an unpleasant tone and speaking too quickly or too slowly.• 

 Biting your nails, picking your teeth, and constantly adjusting your glasses.• 

Of course, these tips are culturally specific to conducting business in North America 
and need to be adjusted elsewhere. 

Active Listening
Some communication experts contend that listening is the keystone communication 
skill for employees involved in sales, customer service, or management. In support 
of this conclusion, listening effectiveness was positively associated with customer 
satisfaction and negatively associated with employee intentions to quit. Poor com-
munication between employees and management also was cited as a primary cause 
of employee discontent and turnover.29 Listening skills are particularly important 
for all of us because we spend a great deal of time listening to others.

Listening involves much more than hearing a message. Hearing is merely the 
physical component of listening. Listening is the process of actively decoding and 
interpreting verbal messages. Listening requires cognitive attention and information 
processing; hearing does not. With these distinctions in mind, we examine listening 
styles and offer some practical advice for becoming a more effective listener.

Listening Styles Communication experts believe that people listen with a 
preferred listening style. While people may lean toward one dominant listening 
style, we tend to use a combination of two or three. There are five dominant listen-
ing styles: appreciative, empathetic, comprehensive, discerning, and evaluative.30 
Let us consider each style.

An appreciative listener listens in a relaxed manner, preferring to listen for 
pleasure, entertainment, or inspiration. He or she tends to tune out speakers who 
provide no amusement or humor in their communications. Empathetic listeners in-
terpret messages by focusing on the emotions and body language being displayed 
by the speaker as well as the presentation media. They also tend to listen without 
judging. A comprehensive listener makes sense of a message by first organizing 
specific thoughts and actions and then integrates this information by focusing on 
relationships among ideas. These listeners prefer logical presentations without in-
terruptions. Discerning listeners attempt to understand the main message and de-
termine important points. They like to take notes and prefer logical presentations. 
Finally, evaluative listeners listen analytically and continually formulate arguments 
and challenges to what is being said. They tend to accept or reject messages based 
on personal beliefs, ask a lot of questions, and can become interruptive.

You can improve your listening skills by first becoming aware of the effective-
ness of the different listening styles you use in various situations. This awareness 
can then help you to modify your style to fit a specific situation. For example, if  
you are listening to a presidential debate, you may want to focus on using a com-
prehensive and discerning style. In contrast, an evaluative style may be more ap-
propriate if  you are listening to a sales presentation.

Becoming a More Effective Listener Effective listening is a learned 
skill that requires effort and motivation. Patricia A Woertz, CEO of Archer 
Daniels Midland, the $44 billion-a-year agricultural commodities giant, recently 
offered this homespun advice: “My mom says we have two ears and one mouth for 
a reason. . . . We should be listening twice as much as we speak.”31 That’s right; it 

LO.5
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takes energy and desire to really listen to others. Unfortunately, it may seem like 
there are no rewards for listening, but there are negative consequences when we 
don’t. Think of a time, for example, when someone did not pay attention to you by 
looking at his or her watch or doing some other activity such as typing on a key-
board. How did you feel? You may have felt put down, unimportant, or offended. 
In turn, such feelings can erode the quality of interpersonal relationships as well 
as fuel job dissatisfaction, lower productivity, and result in poor customer service. 
Listening is an important skill that can be improved by avoiding the 10 habits of 
bad listeners while cultivating the 10 good listening habits (see Table 14–3). 

In addition, a communication expert suggests that we can all improve our lis-
tening skills by adhering to the following three fundamental recommendations:32

 Attend closely to what’s being said, not to what you want to say next.• 

 Allow others to finish speaking before taking our turn.• 

 Repeat back what you’ve heard to give the speaker the opportunity to clar-• 
ify the message.

go to the Web for the Self-Exercise:  Assessing Your Listening Skills

Table 14 –3 The Keys to Effective Listening

KEYS TO EFFECTIVE LISTENING THE BAD LISTENER THE GOOD LISTENER

 1.  Capitalize on thought 

speed

Tends to daydream Stays with the speaker, mentally sum- 

  marizes the speaker, weighs evi-

dence, and listens between the lines

 2. Listen for ideas Listens for facts Listens for central or overall ideas

 3.  Find an area of interest Tunes out dry speakers or subjects Listens for any useful information

 4.  Judge content, not 

delivery

Tunes out dry or monotone 

 speakers

Assesses content by listening to entire 

 message before making judgments

 5. Hold your fire Gets too emotional or worked up 

  by something said by the speaker 

and enters into an argument

Withholds judgment until 

 comprehension is complete

 6. Work at listening Does not expend energy on listening Gives the speaker full attention

 7. Resist distractions Is easily distracted Fights distractions and concentrates 

 on the speaker

 8. Hear what is said Shuts out or denies unfavorable 

 information

Listens to both favorable and 

 unfavorable information

 9. Challenge yourself Resists listening to presentations of 

 difficult subject matter

Treats complex presentations as an

 exercise for the mind

10.   Use handouts, 

overheads, or other 

visual aids

Does not take notes or pay 

 attention to visual aids

Takes notes as required and uses 

  visual aids to enhance 

understanding of the presentation

SOURCES: Derived from N Skinner, “Communication Skills,” Selling Power, July–August 1999, pp 32–34; and G Manning, K Curtis, 

and S McMillen, Building the Human Side of Work Community (Cincinnati: Thomson Executive Press, 1996), pp 127–54.



414 Part Four Organizational Processes

Women and Men Communicate Differently
Women and men have communicated differently since the dawn of time. These 
differences can create communication problems that undermine productivity and 
interpersonal communication. Gender-based differences in communication are 
partly caused by linguistic styles commonly used by women and men. Deborah 
Tannen, a communication expert, defines linguistic style as follows:

Linguistic style refers to a person’s characteristic speaking pattern. It includes such fea-

tures as directness or indirectness, pacing and pausing, word choice, and the use of such 

elements as jokes, figures of speech, stories, questions, and apologies. In other words, lin-

guistic style is a set of culturally learned signals by which we not only communicate what 

we mean but also interpret others’ meaning and evaluate one another as people.33

Linguistic style not only helps explain communication differences between 
women and men, but it also influences our perceptions of others’ confidence, com-
petence, and abilities. Increased awareness of linguistic styles can thus improve com-
munication accuracy and your communication competence. This section strives to 
increase your understanding of interpersonal communication between women and 
men by discussing alternative explanations for differences in linguistic styles, vari-
ous communication differences between women and men, and recommendations 
for improving communication across the gender divide.

Why Do Linguistic Styles Vary between Women and Men? 
 Although researchers do not completely agree on the cause of communication 
differences between women and men, there are two competing explanations that 
involve the well-worn debate between nature and nurture. Some researchers believe 
that interpersonal differences between women and men are due to inherited bio-
logical differences between the sexes. More specifically, this perspective, which also 
is called the Darwinian perspective or evolutionary psychology, attributes gender 
differences in communication to drives, needs, and conflicts associated with repro-
ductive strategies used by women and men. For example, proponents would say 
that males communicate more aggressively, interrupt others more than women, 
and hide their emotions because they have an inherent desire to possess features 

attractive to females in order to compete with other 
males for purposes of mate selection. Although 
males may not be competing for mate selection dur-
ing a business meeting, evolutionary psychologists 
propose that men cannot turn off  their biologically 
based determinants of behavior.34

In contrast, social role theory is based on the 
idea that females and males learn ways of speaking 
as children growing up. Research shows that girls 
learn conversational skills and habits that focus on 
rapport and relationships, whereas boys learn skills 
and habits that focus on status and hierarchies. 
Accordingly, women come to view communication 
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as a network of connections in which conversations are negotiations for close-
ness. This orientation leads women to seek and give confirmation and support 
more so than men. Men, on the other hand, see conversations as negotiations in 
which people try to achieve and maintain the upper hand. It thus is important for 
males to protect themselves from others’ attempts to put them down or push them 
around. This perspective increases a male’s need to maintain independence and 
avoid failure.35

Gender Differences in Communication Research demonstrates that 
women and men communicate differently in a number of ways.36 Table 14–4 il-
lustrates 10 different communication patterns that vary between women and men.  
There are two important issues to keep in mind about the tendencies identified in 
Table 14–4. First, they are not stereotypes for all women and men. Some men are 
less likely to boast about their achievements, and some women are less likely to 
share the credit. The point is that there are always exceptions to the rule. Second, 
your linguistic style influences perceptions about your confidence, competence, 
and authority. These judgments may, in turn, affect your future job assignments 
and subsequent promotability. Consider, for instance, linguistic styles displayed 
by Greg and Mindy. Greg downplays any uncertainties he has about issues and 
asks very few questions. He does this even when he is unsure about an issue being 

Table 14 – 4 Communication Differences between Women and Men

 1.   Men are less likely to ask for information or directions in a public situation 

that would reveal their lack of knowledge.

 2.   In decision making, women are more likely to downplay their certainty; men 

are more likely to downplay their doubts.

 3.   Women tend to apologize even when they have done nothing wrong. Men 

tend to avoid apologies as signs of weakness or concession.

 4.   Women tend to accept blame as a way of smoothing awkward situations. Men 

tend to ignore blame and place it elsewhere.

 5.   Women tend to temper criticism with positive buffers. Men tend to give 

criticism directly.

 6.   Women tend to insert unnecessary and unwarranted thank-you’s in 

conversations. Men may avoid thanks altogether as a sign of weakness.

 7.   Women tend to ask “What do you think?” to build consensus. Men often 

perceive that question to be a sign of incompetence and lack of confidence.

 8.   Women tend to give directions in indirect ways, a technique that may be 

perceived as confusing, less confident, or manipulative by men.

 9.   Men tend to usurp [take] ideas stated by women and claim them as their 

own. Women tend to allow this process to take place without protest.

10.   Women use softer voice volume to encourage persuasion and approval. Men 

use louder voice volume to attract attention and maintain control.

SOURCE: From Dayle M Smith, Women at Work: Leadership for the Next Century, 1st. Copyright © 2000. 

Reproduced by permission of Pearson Education, Inc., Upper Saddle River, New Jersey.
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discussed. In contrast, Mindy is more forthright at admitting when she does not 
understand something, and she tends to ask a lot of questions. Some people may 
perceive Greg as more competent than Mindy because he displays confidence and 
acts as if  he understands the issues being discussed.

Improving Communication between Women and Men Author 
Judith Tingley suggests that women and men should learn to genderflex. Genderflex 
entails the temporary use of communication behaviors typical of the other gender 
in order to increase the potential for influence.37

In contrast, Deborah Tannen recommends that everyone needs to become 
aware of how linguistic styles work and how they influence our perceptions and 
judgments. She believes that knowledge of linguistic styles helps to ensure that 
people with valuable insights or ideas get heard. Consider how gender-based lin-
guistic differences affect who gets heard at a meeting:

Those who are comfortable speaking up in groups, who need little or no silence 

before raising their hands, or who speak out easily without waiting to be recognized 

are far more likely to get heard at meetings. Those who refrain from talking until 

it’s clear that the previous speaker is finished, who wait to be recognized, and who 

are inclined to link their comments to those of others will do fine at a meeting 

where everyone else is following the same rules but will have a hard time getting 

heard in a meeting with people whose styles are more like the first pattern. Given 

the socialization typical of boys and girls, men are more likely to have learned the 

first style and women the second, making meetings more congenial for men than 

for women.38

Knowledge of these linguistic differences can assist managers in devising 
methods to ensure that everyone’s ideas are heard and given fair credit both in and 
out of meetings. Furthermore, it is useful to consider the organizational strengths 
and limitations of your linguistic style. You may want to consider modifying 
a linguistic characteristic that is a detriment to perceptions of your confidence, 
competence, and authority. In conclusion, cross-gender communication can be 
improved by remembering that women and men have different ways of saying the 
same thing.

Organizational Communication 
Examining the broader issue of organizational communication is a good way to 
identify factors contributing to effective and ineffective management. We struc-
ture this discussion by focusing on the “who” and “how” of communication. For 
example, the first step in any type of communication is deciding who is going to 
be the recipient of the message. In work settings, you can communicate upward 
to your boss, downward to direct reports, horizontally with peers, and externally 
with customers and suppliers. We discuss the who of organizational communica-
tion by reviewing the various formal and informal channels used to communicate. 
We then delve into the how of communication by reviewing a contingency model 
for selecting the medium. You will learn that communication effectiveness is deter-
mined by an appropriate match between the content of a message and the media 
used to communicate—the how.

Genderflex
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Formal Communication Channels: 
Up, Down, Horizontal, and External

Formal communication channels follow the chain of command or organizational 
structure. Messages communicated on formal channels are viewed as official and 
are transmitted via one or more of three different routes: (1) vertical—either up-
ward or downward, (2) horizontal, and (3) external.

Vertical Communication: Communicating Up and Down the 
Organization Vertical communication involves the flow of information be-
tween people at different organizational levels. As discussed later in this section, 
communication distortion is more likely to occur when a message passes through 
multiple levels of an organization.

 • Upward communication involves sending a message to someone at a higher 
level in the organization. Employees commonly communicate information 
upward about themselves, problems with coworkers, organizational practices 
and policies they do not understand or dislike, and results they have or have 
not achieved. Organizations and managers are increasingly encouraging up-
ward communication in the spirit of fostering organizational justice, intrinsic 
motivation, and empowerment (more on empowerment in the next chapter). 
Upward communication also is a key component of organizational efforts 
to increase productivity and improve customer service because frontline 
employees generally know what it takes to get the job done. Managers can 
encourage upward communication via employee attitude and opinion sur-
veys, suggestion systems, formal grievance procedures, open-door policies, 
informal meetings, e-mail, and town hall meetings.39 Asking open-ended and 
nonjudgmental questions also is a good way to stimulate productive upward 
communication. A manager faced with a performance issue is better off  
asking, “How can we avoid this problem in the future?” rather than asking, 
“What did you do wrong this time?”40 

 • Downward communication occurs when someone at a higher level in the orga-
nization sends information or a message to someone at a lower level (or lev-
els). Managers generally provide five types of information through downward 
communication: strategies/goals, job instructions, job rationale, organizational 
policies and practices, and feedback about performance. Recent surveys high-
light the need for improvement in this area. In a survey of 1,198 workers, 
the top-ranked workplace frustration was “[p]oor communication by senior 
management about the business.”41 Seventy percent of 1,006 employees in a 
second survey answered no to the question: “Have your company’s leaders 
communicated with employees about how the current economy might affect 
the company?”42

 Because town hall meetings are increasingly used in organizations to facilitate 
vertical communication, tips for conducting them more effectively are offered 
below.

 The size of the meeting depends on the logistics of your workforce and • 
the message being delivered. If  you have good news to tell a number of 
employees, you can split them into more intimate groups if  you like. But 
if  the news is bad, it’s better to have everyone hear it at the same time.

Consider using speakers other than your senior executives.• 
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Broadcast town meetings so employees in other locations can partici-• 
pate. Taping allows absent employees to view the meeting later.

When making a presentation, take the educational level of your audi-• 
ence into account.

Don’t make presentations too technical.• 

Send invitations to all employees who are eligible to attend.• 

Employees should be strongly encouraged to attend meetings, but at-• 
tendance should not be mandatory. If  your meeting is being held after 
business hours, consider paying employees for their time.43

Horizontal Communication: Communicating within and between 
Work Units Horizontal communication flows among coworkers and between 
different work units, and its main purpose is coordination. During this sideways 
communication, employees share information and best practices, coordinate work 
activities and schedules, solve problems, offer advice and coaching, and resolve 
conflicts (see the Real World/Real People feature on page 419). Horizontal com-
munication is facilitated by project meetings, committees, team building (recall 
our discussion in Chapter 11), social gatherings, and matrix structures (discussed 
in Chapter 17.) 

Horizontal communication is impeded in three ways: (1) by specialization that 
causes people to work alone; (2) by encouraging competition that reduces informa-
tion sharing; and (3) by an organizational culture that does not promote collabora-
tion and cooperation.

External Communication: Communicating with Others out-
side the Organization External communication is a two-way flow of in-
formation between employees and a variety of stakeholders outside the organization. 
External stakeholders include customers, sup pliers, shareholders/owners, labor unions, 
government officials, community residents, and so on. Many organizations create for-
mal departments, such as public or community relations, to coordinate their external 
communications. To protect competitive strategies, trade secrets, and the integrity of 
nondisclosure agreements, employees need to be fully informed about what they should 
not communicate to outsiders in everything from casual conversations to blogs.44

Informal Communication Channels 
Informal communication channels do not follow the chain of command. They skip 
management levels and bypass lines of authority. Let us consider two commonly 
used informal channels: the grapevine and management by wandering around.

The Grapevine The grapevine represents the unofficial communication sys-
tem of the informal organization and encompasses all types of communication 
media. For example, an employee may share a bit of office gossip via e-mail, a 
face-to-face conversation, a text or Twitter message, or a phone call or voice mail. 
Although the grapevine often is a source of inaccurate rumors, it can function 
positively as an early warning signal for organizational changes, a medium for fa-
cilitating organizational changes, a medium for embedding organizational culture, 
a mechanism for fostering group cohesiveness, and a way of getting employee and 
customer feedback. 

Informal 
communication 

channels

Do not follow the 
chain of command 

or organizational 
structure.

Grapevine

Unofficial 
communication 

system of 
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organization.
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People who consistently pass along grapevine information to others are called 
liaison individuals or gossips:

About 10% of the employees on an average grapevine will be highly active participants. 

They serve as liaisons with the rest of the staff members who receive information but 

spread it to only a few other people. Usually these liaisons are friendly, outgoing people 

who are in positions that allow them to cross departmental lines. For example, secre-

taries tend to be liaisons because they can communicate with the top executive, the 

janitor, and everyone in between without raising eyebrows.45

Effective managers monitor the pulse of work groups by regularly communicating 
with known liaisons.

In contrast to liaison individuals, organizational moles use the grapevine for a 
different purpose. They obtain information, often negative, in order to enhance their 
power and status. They do this by secretly reporting their perceptions and hearsay 
about the difficulties, conflicts, or failure of other employees to powerful members 
of management. This enables a mole to divert attention away from him- or herself  
and to position him- or herself as more competent than others. Management should 
attempt to create an open, trusting environment that discourages mole behavior be-
cause moles can destroy teamwork, create conflict, and impair productivity.

Although research activity on the grapevine has slowed in recent years, we 
have gained the following insights: (1) it is faster than formal channels; (2) it is 
about 75% accurate; (3) people rely on it when they are insecure, threatened, or 
faced with organizational changes; and (4) employees use the grapevine to acquire 
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Eight hospitals reduced the number of deaths from 

surgeries by more than 40% by using a checklist that 

helps doctors and nurses avoid errors, according to a 

[recent] report. . . .

 If all hospitals used the same checklist, they could 

save tens of thousands of lives and $20 billion in 

medical costs each year, says author Atul Gawande, a 

surgeon and associate professor at the Harvard School 

of Public Health. . . .

 The study shows that an operation’s success depends 

far more on teamwork and clear communication than 

the brillance of individual doctors, says co-author Alex 

Haynes, also of Harvard. And that’s good news, he says, 

because it means hospitals everywhere can improve.

 Researchers modeled the checklist, which takes 

only two minutes to go through, after ones used by 

the aviation industry, which has dramatically reduced 

the number of crashes in recent years.  

What is the ethical imperative for hospital 
administrators?

SOURCE: Excerpted from L Szabo, “Checklist Reduces Surgery 

Deaths,” USA Today, January 15, 2009, p 8D .

Surgical Team Communication Is a Life-or-Death Matter

The success of a surgical procedure depends not only on 

medical skills, but also on the team’s communication skills.
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the majority of their on-the-job information.46 Managers tend to view the grape-
vine negatively. In fact, when 250 advertising executives were asked in a recent 
survey, “Do you think office gossip has a positive or negative effect on the work-
place?” 63% said negative.47 

The key managerial recommendation is to monitor and influence the grapevine 
rather than attempt to extinguish it. Effective managers accomplish this by vigor-
ously promoting upward communication, as just discussed. Information technol-
ogy enables the following proactive approach to monitoring the grapevine:

What if managers and employees could listen in on any gripe fests and hallway brain-

storms taking place at the office, all at one time? That’s the concept, in digital form, 

behind Hewlett-Packard’s WaterCooler, a new tool from its research labs that indexes 

what employees say on their internal and external blogs.

Workers can opt in or out of the index, but many—about 11,000 at HP—choose 

to let their musings on everything from iPhone rumors to speculation about HP reorgs 

be aggregated on the site. Users can click on a “zeitgeist” link to see what’s hot each 

week.48  

Management by Walking Around (MBWA) Management by walking 

around (MBWA) involves managers literally walking around the organization and 
informally talking to people from all departments and levels.49 It is an effective 
way to communicate because employees prefer to get information directly from 
their manager. Linda Dulye, a communications expert, concluded that employees 
“favor it more than e-mails, Web sites or intranet sites, or town hall meetings—even 
more than the grapevine. . . . The most effective channel for employees is the infor-
mal workplace ‘walk-around’—having their manager come to their desk and sit 
and chat about work.”50 She offers the following tips for conducting MBWA:51

Dedicate a certain amount of time each week for MBWA.1. 

 Don’t take your cell phone. It is important to stay focused on the person/people 2. 

you are talking with and to avoid distractions.

 Use active listening and don’t take the approach that business is the only available 3. 

topic for discussion. Employees may enjoy some amount of casual conversation.

 The experience should be a two-way conversation. Show interest in your employ-4. 

ees’ issues and concerns.

 Don’t hesitate to take a notepad and record things requiring follow-up. Don’t bring 5. 

formal charts and graphs; the goal is to maintain an informal conversation.

Thank the individual or group for their time and feedback.6. 

Choosing Media:  A Contingency Perspective
In this section we turn our attention to discussing the how of the communication 
process. Specifically, we examine how managers can determine the best method or 
medium to use when communicating via the various formal and informal channels 
of communication.

Today’s managers can choose from a dizzying array of communication media 
(telephone, e-mail, voice mail, cell phone, standard and express mail, text mes-
saging, video, blogs, and so forth). Tony Hsieh, CEO of online retailer Zappos, 
reportedly has 30,000 people both inside and outside the company receiving his 

Management by 
walking around

Managers walk 
around and 

informally talk to 
people from all 

areas and levels.
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Twitter feeds.52 Fortunately, research tells us that managers can help reduce infor-
mation overload and improve communication effectiveness by more rigorously 
selecting communication media. If  an inappropriate medium is used, managerial 
decisions may be based on inaccurate information, important messages may not 
reach the intended audience, and employees may become dissatisfied and unpro-
ductive. The recent recession severely tested management’s ability to select appro-
priate communication media. Consider this positive example involving Johnson 
Financial Group, based in Racine, Wisconsin:

Employees at the 63 locations of this financial services company were assured their 

jobs were safe and kept in the loop about the industry upheaval via town halls and 

voicemails from the CEO.53

Media selection is a key component of communication effectiveness. The fol-
lowing section explores a contingency model designed to help managers select com-
munication media in a systematic and effective manner. Media selection in this 
model is based on the interaction between media richness and complexity of the 
problem/situation at hand.

Media Richness Respected organizational theorists Richard Daft and 
Robert Lengel explain the communication concept of richness this way:

Richness is defined as the potential information-carrying capacity of data. If the communica-

tion of an item of data, such as a wink, provides substantial new understanding, it would be 

considered rich. If the datum provides little understanding, it would be low in richness.54

Media richness involves the capacity of  a given communication medium to con-
vey information and promote understanding. Alternative media can vary from 
rich to lean. 

Media richness is based on four factors: (1) feedback (ranging from fast to very 
slow), (2) channel (ranging from the combined visual and audio characteristics of 
a video conference to the limited visual aspects of a computer report), (3) type of 
communication (ranging from personal to impersonal), and (4) language source 
(ranging from the natural body language and speech involved in a face-to-face con-
versation to the numbers contained in a financial statement).

A two-way face-to-face conversation is the richest form of communication. 
It provides immediate feedback and allows for the observation of multiple cues 
such as body language and tone of  voice. Although relatively high in richness, 
telephone conversations and video conferencing are not as informative as face-
to-face exchanges. At the other end of the scale, newsletters, computer reports, 
and general e-mail are lean media because feedback is very slow, the channels 
involve only limited visual information, and the information provided is generic 
or impersonal.

Complexity of the Managerial Problem/Situation Managers face 
problems and situations that range from low to high in complexity. Low-complexity 
situations are routine, predictable, and managed by using objective or standard 
procedures. Calculating an employee’s paycheck is an example of low complex-
ity. Highly complex situations, such as a corporate reorganization, are ambiguous, 
unpredictable, hard to analyze, and often emotionally laden. Managers spend con-
siderably more time analyzing these situations because they rely on more sources 
of information during their deliberations. There are no set solutions to complex 
problems or situations.

 Media richness
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Contingency Recommendations The contingency model for selecting 
media is graphically shown in Figure 14–2.  As indicated, there are three zones of 
communication effectiveness. Effective communication occurs when the richness 
of the medium is matched appropriately with the complexity of the problem or sit-
uation. Media low in richness—impersonal static and personal static—are better 
suited for simple problems; media high in richness—interactive media and face-
to-face—are appropriate for complex problems or situations. Sun Microsystems, 
for example, followed this recommendation when communicating with employees 
about upcoming layoffs. The organization used a series of face-to-face sessions 
to deliver the bad news and provided managers with a set of slides and speaking 
points to help disseminate the necessary information.55

Conversely, ineffective communication occurs when the richness of the me-
dium is either too high or too low for the complexity of the problem or situation. 
For example, a district sales manager would fall into the overload zone if  he or she 
communicated monthly sales reports through richer media. Conducting face-to-
face meetings or telephoning each salesperson would provide excessive informa-
tion and take more time than necessary to communicate monthly sales data. The 
oversimplification zone represents another ineffective choice of communication 
media. In this situation, media with inadequate richness are used to communicate 
about complicated or emotional issues. For example, Radio Shack Corporation 
used e-mail to notify 400 employees at its Texas headquarters that they were being 
let go. Worse yet, a London-based body-piercing and jewelry store used a text mes-
sage to fire an employee. This choice of medium is ineffective in this context be-
cause it does not preserve privacy and it does not allow employees to ask questions. 

Figure 14 –2 A Contingency Model for Selecting Communication Media

SOURCES: Adapted and updated from R Lengel and R L Daft, “The Selection of Communication Media 

as an Executive Skill,” Academy of Management Executive, August 1988, p 226, and R L Daft and R H Lengel, 

“Information Richness: A New Approach to Managerial Behavior and Organization Design,” in Research in 

Organizational Behavior, ed B M Staw and L L Cummings (Greenwich, CT: JAI Press, 1984), p 199.
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Further, dismissing employees in this manner can lower morale among remaining 
employees and damage a company’s image.56

Research Evidence The relationship between media richness and problem/
situation complexity has not been researched extensively. Available evidence in-
dicates that managers used richer sources when confronted with ambiguous and 
complicated events, and miscommunication increased when rich media were used 
to transmit information that was traditionally communicated through lean media.57 
Moreover, a meta-analysis of more than 40 studies revealed that media usage was 
significantly different across organizational levels. Upper-level executives/ managers 
spent more time in face-to-face meetings than did lower-level managers.58 This 
finding is consistent with recommendations derived from the contingency model 
just discussed.

How  Digital Communication Is Impacting 
Organizational Behavior 
Imagine how a universal language would make worldwide communication much 
easier. While there may be no universally understood written and spoken lan-
guages, a universal digital language of 1s and 0s is reshaping the way we live, work, 
and play. Digitized words (wireless e-mail on a BlackBerry), pictures (video clips 
on YouTube), sounds (talking and listening to music on an iPhone), and motions 
(hitting and throwing on a Wii game) are conveniently packaged and readily shared 
communication content. In turn, the transmission of digitized content has been 
revolutionized by technologies such as the Internet, communication satellites, and 
Wi-Fi. Put it all together and we have virtually immediate access to unprecedented 
amounts of information and globe-spanning communication opportunities (for 
example, see the Real World/Real People feature on page 424).  

The purpose of this concluding section is to explore how the digital com-
munication revolution is affecting organizational behavior, both positively and 
negatively. Importantly, our focus here is not on the technological finepoints of 
digital communication innovations (e.g., cloud computing, mobile Internet, text-
ing, blogging, and social networking on Facebook and Twitter),59 but rather on 
how digital communication affects how we act and interact in work settings. For 
instance, researchers wanted to know if  “peers rate each other differently depend-
ing on what medium they use. It turns out people are far more likely to trash their 
colleagues via e-mail than when filling out a paper form.”60  Also, we are interested 
in assessing the impact of communication technology on employee productivity. 
For example,

 [a] recent MIT study found that in one organization the employees with the most 

 extensive personal digital networks were 7% more productive than their colleagues—

so Wikis and Web 2.0 tools may indeed improve productivity. In the same organization, 

however, the employees with the most cohesive face-to-face networks were 30% more 

productive. Electronic tools may well be suited to information discovery, but face-to-

face communication . . . best supports information integration.61  

 More and faster digital communication does not necessarily mean better com-
munication.

to the point
What distin-
guishes the 
Internet Gen-
eration and 
what are the 
keys to effec-
tive telecom-
muting, e-mail, 
and cell phone 
etiquette?
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It may be time-tested, but there’s something uninspir-

ing about the corporate mentoring protocol, wherein 

a seasoned veteran gets assigned to impart wisdom 

to an ambitious young talent. IBM is putting a fresh 

spin on the practice by democratizing its mentoring 

program. As of January [2009], the company began 

empowering employees to reach across its global 

empire with the click of a button for advice on every-

thing from preparing for a promotion to learning 

how to innovate. 

 The changes reflect the company’s effort to 

become a truly global enterprise that relies on 

cross-border information-sharing and collaboration. 

“It became obvious that we had to make mentoring 

a tool for transferring knowledge globally,” says Sheila 

 Forte-Trammell, an IBM human resources consultant 

who helped launch the initiative. 

 Any IBM employee can now sign up to give or 

receive advice by filling out a profile in a Web-based 

employee directory called BluePages. Think of it as 

Match.com for mentoring. In less than two months, 

3,000 people have joined.  

How easy and useful would it be for you to 
find an e-mentor on your own at this time? 

SOURCE: Reprinted from S Hamm, “Match.Com for Mentors,” 

March 23, 30, 2009, issue of BusinessWeek by special permission. 

Copyright © 2009 by The McGraw-Hill Companie s.

Global E-Mentoring at IBM

REAL WORLD | real people 

After highlighting two strategic concerns for management, we discuss eight norms 
of the Internet Generation, the dynamics of work-connecting technologies, and some 
unintended consequences of today’s communication/information technologies.

 Strategic Concerns: Security and Privacy
Because much of today’s communication involves complex Internet-linked com-
puter systems, careless and malicious actions can wreak havoc in terms of costly 
downtime and lost or stolen data. Any discussion of digital communication and 
information technology must necessarily address the twin concerns of security 
and privacy. Failure in those areas compromises the integrity and reliability of the 
entire electronic communication process. According to the FBI’s Internet Crime 
Complaint Center, 275,284 complaints involving a record $265 million in losses 
were recorded in 2008.62 Experts say the losses are much higher because compa-
nies report only a small fraction of Internet fraud for fear of bad publicity. The 
following specific cases are instructive and cautionary:

Alpharetta, Ga.-based data broker ChoicePoint Inc. . . . paid a record $10 million in civil 

penalties and $5 million in consumer redress in 2006 to settle Federal Trade Commis-

sion (FTC) charges that its security and record handling procedures violated consum-

ers’ privacy rights and various federal laws. And drug manufacturer Eli Lilly and Co. 

IBM employees can now connect 

via computer to “virtual mentors” 

anywhere in the world.
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agreed to follow a four-stage information security program for 20 years to settle an FTC 

complaint lodged after an employee mistakenly released nearly 700 e-mail addresses 

collected through the company’s Prozac.com web site.63 

For our present purposes, it is sufficient to review the Internet security and 
privacy protection tips in Table 14–5.  Prevention is the key when it comes to pro-
tecting digital communication systems against hackers, identity theft, and fraud. 
How faithfully do you practice “safe computing”?64

 Here Comes the Huge Internet Generation 
The largest generation in US history, more than 81 million people born between 
the beginning of 1977 and the end of 1997, is unique for another reason other than 
its size: they grew up with the Internet as a central feature of their lives. Author, 
consultant, and University of Toronto professor Don Tapscott, in his new book 
Grown Up Digital: How the Net Generation Is Changing Your World, calls them the 
Net Gen. Understanding their worldview, as shaped by the Internet and digital 
communication technologies, is a good preview of how workplaces are changing. 
Tapscott offers this overview:

As talent, the Net Generation is already transforming the workforce. The biggest 

generation ever is flooding into a talent vortex being created by the expansion of the 

global economy, the mobility of labor, and the fastest and biggest generational retire-

ment ever. They are bringing new approaches to collaboration, knowledge sharing, and 

innovation in businesses and governments around the world. There is strong evidence 

that the  organizations that embrace these new ways of working experience better 

performance, growth, and success. To win the battle for talent, organizations need to 

rethink many aspects of how they recruit, compensate, develop, collaborate with, and 

supervise talent. I believe the very idea of management is changing.65 

LO.9

Table 14 –5 Protecting against Security and Privacy Breaches on the Internet

•  Pick strong passwords. Use a mix of letters, symbols, and numbers, following 

the guidelines at www.microsoft.com/protect/yourself/password/create.mspx. 

•  Use different passwords for different Web services. And never use your Web 

passwords for PIN codes on credit, debit, or ATM cards. 

•  Don’t reveal sensitive information—not even in “private” areas of services 

such as Facebook or Flickr that offer public access to most material. 

•  Don’t share files on services that offer optional sharing, such as Google Docs, 

unless there is a real need. 

•  Keep data whose disclosure would create legal liability or embarrassment on 

your personal hard drives and storage devices. 

•  Avoid file-sharing services such as Lime Wire that distribute pirated files. 

Both the services and the downloads can open your computer to prying eyes. 

•  Apply the latest security updates to all your software, including operating 

systems, browsers, and antivirus programs. 

SOURCE: Reprinted from S H Wildstrom, “Security Smarts,” April 6, 2009, issue of BusinessWeek by 

special permission. Copyright © 2009 by The McGraw-Hill Companies, Inc.
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Years of focus groups and interviews with nearly 10,000 people worldwide 
(with an emphasis on young people) led Tapscott and his research team to iden-
tify eight Net Gen norms (see Table 14–6).  These norms reflect general patterns 
of experiences, attitudes, preferences, and expectations. Net Gen members expect 
the same instant access to comprehensive information and people, and the accom-
panying empowerment, in their work lives as they had growing up and going to 
school. Change-resistant managers who stubbornly stand in the way of Net Gen’s 
digital lifelines will get run over.

How many of the eight Net Gen norms in Table 14–6 are evident in this recent 
situation?

Like just about every twentysomething, Jamie Varon, 23, had her heart set on work-

ing at Twitter. She had already applied for a position through the company’s website. 

And asked a contact at Google to put in a good word for her. And showed up at the 

company’s headquarters with a bag of cookies in an attempt to charm a recruiter 

into talking to her. But she still hadn’t landed an interview. What Varon did next made 

her feel a little crazy. But then, it’s a crazy time to be looking for a job. She created a 

website called twittershouldhireme.com, including her résumé , recommendations, and 

Table 14 –6 What Makes the Internet Generation Tick? Eight Norms

1.  Freedom. A desire to experience new and different things takes precedence over long-term com-

mitments. Flexible work hours and locations, a say in how things are done, and freedom of choice are 

desirable. 

2.  Customization. Everything from personalized cell phone ring tones to lifestyle choices to unique 

Facebook layouts make life interesting and fun.

3.  Scrutiny. With both trash and treasure on the Internet, Net Geners have learned to be skeptical, 

check things out, and ask probing questions. Candor and straight talk are favored. Authority figures and 

“facts” are not taken at face value.

4.  Integrity. “Net Geners care about integrity—being honest, considerate, transparent, and abiding by 

their commitments. This is also a generation with profound toleance.” Trust in employers, people, and 

products is important. Some ethical elasticity (e.g., pirating music and plagiarizing) when in cyberspace 

is an open issue. 

5.  Collaboration. Relationships are of key importance. They know how to work and play with others 

and are eager to offer up opinions and suggestions. Volunteering is valued.

6.  Entertainment.  A job should not be a life sentence; it should be both challenging and fun. The 

Internet is a productivity tool, personal communication device, information source, and “fun tool of 

choice.” Multitasking is a way of life to keep things moving and interesting.

7.  Speed. “They’re used to instant response, 24/7. Video games give them instant feedback; Google 

answers their inquiries within nanoseconds.” Rapid-fire texting, instant messaging, and Tweeting are far 

faster and superior to e-mail and slow organizational decision making. Fast, accurate, and helpful feed-

back on job performance is demanded.

8.  Innovation. An impatience for new and different user experiences is evident. “In the workplace, inno-

vation means rejecting the traditional command-and-control hierarchy and devising work processes 

that encourage collaboration and creativity.”

SOURCE: Quoted and adapted from discussion in D Tapscott, Grown Up Digital: How the Net Generation Is Changing Your World (New 

York: McGraw-Hill, 2009), pp 73–96.
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a blog tracking her quest. Within 24 hours the company contacted her. She had a lunch 

meeting set up at Twitter, and in the meantime got two job offers from tech companies 

that had noticed her site.66 

 The Two Faces of Telecommuting/Teleworking
Digital communication has significantly altered the traditional linkages between 
work, place, and time. This is especially true for knowledge workers who do not 
produce tangible products such as cars or provide tangible services such as hair-
cuts. Thanks to advanced telecommunications technology and Internet tools such 
as Web conferencing, many variations of telecommuting are possible.67 Rather 
than the person physically traveling to and from an office, telecommuting allows 
the work to travel electronically to and from the person’s home. Wireless Internet 
access and cell phones have further evolved telecommuting into teleworking (con-
necting to the office from practically anywhere). All this has altered the traditional 
work and place connection, as employees can now perform their work in various 
locations rather than always physically gathering in one place. Because of com-
puterized memory capabilities, the traditional work and time connection also has 
been altered. Employees in different locations and time zones can work simultane-
ously (called synchronous communication) and team members can work on the 
same project at different times (asynchronous communication).

 Use and Benefits Among US companies with at least 500 employees, 28% have 
some full-time telecommuters and 40% have some part-time telecommuters.68 Behind 
the statistics are real people with altered lives:

 Eve Gelb’s life was once a blur of hour-and-a-half commutes on 

the 405 Freeway in Los Angeles. What memories: The NPR fatigue. 

The stale minivan air. . . . But that’s all in the past. Gelb, a project man-

ager at a giant HMO, SCAN Health Plan, has given up her Ethan 

Allen-style office, yanked down the family photos, and moved into 

her home office. Members of the professional class normally have 

to beg their managers—or at least delicately negotiate—to allow 

them to work remotely. But in Gelb’s case, it was her boss’s idea.  

SCAN is one of a growing number of companies encourag-

ing workers to toil from home. Sure, employers have been doing 

this for years. But as the recession bites and companies look to 

save money on real estate costs, what was once a cushy perk 

is now deemed a business necessity. And that, along with a few 

choice enticements—voila!, a shiny new BlackBerry—is how 

companies are selling it to employees, whose emotions range 

from ecstasy to befuddlement.69 

An expert recently listed the benefits of telecommuting: 
“(1) increases employee productivity, (2) increases the attractive-
ness of the employer, (3) decreases operating costs, (4) increases 
operationality during a crisis, and (5) contributes to green ini-
tiatives.”70 Additionally, telecommuting can bring homebound 
disabled people and prison inmates into the workforce.

 Problems The benefits of  telecommuting/teleworking 
have been documented primarily through testimonial claims 

Telecommuting/
Teleworking

Doing work 
generally performed 
in the office at 
home or in other 
convenient locations 
using advanced 
communication 
technologies.
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rather than through rigorous research. For example, IBM reported saving 
$100 million in capital facilities and equipment costs by letting 42% of  its 
employees work from home. Teleworking reportedly resulted in productivity 
 increases of  25 to 35% at FourGen Software and Continental Traffic Services, re-
spectively.71 Meanwhile, managerial doubts and negative research evidence have 
accumulated. According to BusinessWeek, “[w]ell into the work-from-anywhere 
era, managers are beginning to ask: Are the underlings working remotely . . . or 
remotely working?”72 Working from home, the grocery store, or the beach takes 
self-discipline. There also are career implications. A survey of  1,300 executives 
from 71 countries found a general belief  that people who telework are less likely 
to get promoted.73 This is the “out of  sight, out of  mind” dilemma. Another 
problem is a sense of  professional isolation among teleworkers. In a recent study, 
“a matched sample of  261 professional-level teleworkers and their managers re-
vealed that professional isolation negatively impacts job performance.”74 Finally, 
as the following summary of  another recent study points out, the “freedom” of 
teleworking can create major work-life imbalance:

 Utilizing both surveys and follow-up focus group interactions, this study found that 

while work-connecting technologies permitted a greater range of options regarding 

when and where work was done, this same connectivity provided constant availability 

to work and often drove expectations that more must be done, thereby increasing 

the likelihood of longer work hours and—surprisingly—leading to a diminished sense 

of flexibility.75

 Building on what we emphasized in our Chapter 11 discussion of virtual teams, 
regular professional or recreational face-to-face interaction is vital to group de-
velopment, cohesiveness, and team spirit. Your authors, who have worked on this 
book in their home offices for many years, also recommend that teleworkers prac-
tice using the “off” switches in their heads and on their electronic leashes.

Dealing  with Unintended Consequences 
of the Digital Age 

An interesting thing happened on the way to our digital future. Convenient, 
speedy, and fun technologies spawned some unproductive, obnoxious, and even 
unsafe behaviors. For instance, language specialists lament how digital tools such 
as e-mail, text messaging, and Twitter have further eroded already poor writ-
ing skills. Teachers and managers are not pleased with research papers, formal 
documents, and official correspondence containing smiley faces and texting-style 
shorthand such as “OMG & U R GR8.”76 Another digital age bone of contention 
is what Microsoft vice president Linda Stone calls “continuous partial attention.” 
Stone explains: “You’re in a conference room, and all the people around the table 
are glancing—frequently and surreptitiously—at the cell phones or BlackBerrys 
they’re holding just below the table. . . . This constant checking of handheld elec-
tronic devices has become epidemic.”77 Sound familiar? Let us explore the unin-
tended behavioral consequences of e-mail and cell phones, two ubiquitous and 
vital forms of digital age communication, with the goal of more effective com-
munication.

 E-mail Overkill People tend to have a love-hate relationship with e-mail. No 
wonder. “We’re drowning in it. The average worker receives 200 a day, according 
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to the research firm Basex.”78 Mobile Internet computers and handheld devices 
allow us to send and receive e-mail around the clock from practically anywhere—
including, sometimes tragically, from behind the steering wheel. In addition to 
the hazards of distracted driving, unintended behavioral consequences of e-mail 
documented by researchers include (1) there has been a decrease in all other forms 
of communication among coworkers—including greetings and informal conver-
sations; (2) emotions often are poorly communicated or miscommunicated via 
e-mail messages; and (3) the greater the use of e-mail, the less connected cowork-
ers reportedly feel.79 While endorsing formal policy statements for technology use 
in organizations, one expert recently observed:

 E-mail continues to be fraught with legal, ethical and productivity issues. One problem: 

Users think of e-mail the way they think of oral communication—as informal, not as a 

medium that sticks if the wrong words come out. But written e-mail, stored on hard 

drives, is not like oral communication:  A wrong word or phrase offered inadvertently, 

mischievously or angrily can have legal repercussions.80

Along with a formally written and communicated organizational e-mail pol-
icy, embracing the tips in Table 14–7, managers can curb e-mail overkill in creative 

Table 14 –7 Some Practical E-mail Tips

•  Do not assume e-mail is confidential. Employers are increasingly 

monitoring all e-mail.  Assume your messages will be a matter of permanent 

record and can be read by anyone.

•  Be professional and courteous. Recommendations include delete trailing 

messages, don’t send chain letters and jokes, don’t type in all caps—it’s 

equivalent to shouting, don’t respond immediately to a nasty e-mail, refrain from 

using colored text and background, don’t expose your contact list to strangers, 

and be patient about receiving replies.

•  Avoid sloppiness. Use a spell checker or reread the message before sending.

•  Don’t use e-mail for volatile or complex issues. Use a medium that is 

appropriate for the situation at hand.

•  Keep messages brief and clear. Use accurate subject headings and let the 

reader know what you want right up front. Use bullets, as in this table, for 

conciseness.

•  Save people time. Type “no reply necessary” in the subject line or at the 

top of your message if appropriate. Write a descriptive subject line to help the 

receiver prioritize messages.

•  Be careful with attachments. Large attachments can crash other systems 

and use up valuable time downloading. Send only what is necessary, and get 

permission to send multiple attachments.

SOURCES: Adapted from C Graham, “In-Box Overload,” Arizona Republic, March 16, 2007, p A14; 

M Totty,  “Rethinking the Inbox,” The Wall Street Journal, March 26, 2007, p R8; F C Leffler and L Palais, 

“Filter Out Perilous Company E-Mails,” SHRM Legal Report, HR Magazine, August 2008, pp 1–3; and 

P Bathurst, “Watch What You Type,” Arizona Republic, September 28, 2008, p EC1.
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ways. For example, an engineering group at computer chip maker Intel instituted 
e-mail-free Fridays.

 E-mail isn’t forbidden, but everyone is encouraged to phone or meet face-to-face. The 

goal is more direct, free flowing communication and better exchange of ideas, Intel 

principal engineer Nathan Zeldes said in a company blog  post.81

 Cell Phone Use and Abuse Eighty-four percent of US households have a 
cell phone and the technology is deeply imbedded in the culture. In fact, in a nation-
wide Pew survey, the majority of respondents said they would give up their land-
line  phones, television, the Internet, and e-mail before they would surrender their cell 
phones.82 As with e-mail, the widespread use of cell phones, about half with built-in 
cameras, has generated plenty of unintended behavioral consequences. Cell phone 
problems range from merely annoying (loud ring tones and conversations in public 
places) to unethical and illegal (sending pornographic photos and photographing 
restricted areas or materials) to deadly.83 Evidence of the latter was underscored on 
September 12, 2008, when a Los Angeles area commuter train crash killed 25 people 
and injured 130 others. The engineer, who also was killed, reportedly “sent and re-
ceived 43 text messages and made four phone calls while on duty that day, including 
a text message he sent 22 seconds before the collision.”84 Not surprisingly, lawmakers 
across the United States are trying to outlaw hands-on cell phone use and text mes-
saging while driving.85 Recent brain scan research indicates the hazards of listening 
intently while driving, be it on a cell phone, to a passenger, or to talk radio:

 Researchers collected fMRI images of 29 undergraduates as they simulated steering a 

vehicle along a curving road, either undisturbed or while listening to spoken sentences 

that they judged as true or false. They found that the listening task reduced driving-

related brain activity—the spatial processing that takes place in the parietal lobe—by 

almost 40 percent.86

Heeding this research and following the general cell phone etiquette tips in 
Table 14–8 can make for better and safer digital age communication.87 

Table 14 – 8 Five Commandments of Cell Phone Etiquette

1.  Thou shalt not subject defenseless others to cell phone conversations. Cell phone etiquette, 

like all forms of etiquette, centers on having respect for others.

2.  Thou shalt not set thy ringer to play La Cucaracha every time thy phone rings. It’s a phone, 

not a public address system.

3.  Thou shalt turn thy cell phone off during public performances. Set your phone on vibrate 

when in meetings or in the company of others and, if necessary, take or return calls at a polite 

 distance.

4.  Thou shalt not dial while driving. If you must engage in cell phone conversations while driving, use 

a hands-off device.

5.  Thou shalt not speak louder on thy cell phone than thou would on any other phone. It’s 

called “cell yell” and it’s very annoying to others.

SOURCES: Five basic commandments in bold excerpted from D Brody, “The Ten Commandments of Cell Phone Etiquette,” Infoworld, 

February 5, 2005, www.infoworld.com. Five interpretations quoted from R Kreitner, Management, 11th ed (Boston: Houghton Mifflin 

Harcourt, 2009), p 318.
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 1. Describe the perceptual process model of communica-

tion. Communication is a process of consecutively 

linked elements. Historically, this process was described 

in terms of a conduit model. Criticisms of this model 

led to development of a perceptual process model of 

communication that depicts receivers as information 

processors who create the meaning of messages in 

their own mind. Because receivers’ interpretations of 

messages often differ from those intended by senders, 

miscommunication is a common occurrence.

 2. Describe the barriers to effective communication. Every 

element of the perceptual model of communication is a 

potential process barrier. There are nine personal barri-

ers that commonly influence communication: (1) vari-

able skills in communicating effectively, (2) variations in 

how information is processed and interpreted, (3) varia-

tions in interpersonal trust, (4) stereotypes and preju-

dices, (5) big egos, (6) poor listening skills, (7) natural 

tendency to evaluate others’ messages, (8) inability to 

listen with understanding, and (9) nonverbal commu-

nication. Physical barriers pertain to distance, physical 

objects, time, and work and office noise. Semantic bar-

riers show up as encoding and decoding errors because 

these phases of communication involve transmitting 

and receiving words and symbols.

 3. Contrast the communication styles of assertiveness, ag-

gressiveness, and nonassertiveness. An assertive style 

is expressive and self-enhancing but does not violate 

others’ basic human rights. In contrast, an aggressive 

style is expressive and self-enhancing but takes unfair 

advantage of others. A nonassertive style is character-

ized by timid and self-denying behavior. An assertive 

communication style is more effective than either an 

aggressive or nonassertive style.

 4. Discuss the primary sources of nonverbal communica-

tion. There are several identifiable sources of nonverbal 

communication effectiveness. Body movements and 

gestures, touch, facial expressions, and eye contact are 

important nonverbal cues. The interpretation of these 

nonverbal cues significantly varies across cultures.

 5. Review the five dominant listening styles and 10 keys to 

effective listening. The five dominant listening styles 

are appreciative, empathetic, comprehensive, discern-

ing, and evaluative. Good listeners use the following 

10  listening habits: (1) capitalize on thought speed by 

staying with the speaker and listening between the lines, 

(2) listen for ideas rather than facts, (3) identify areas of 

interest between the speaker and listener, (4) judge con-

tent and not delivery, (5) do not judge until the speaker 

has completed his or her message, (6) put energy and 

effort into listening, (7) resist distractions, (8) listen to 

both favorable and unfavorable information, (9) read 

or listen to complex material to exercise the mind, and 

(10) take notes when necessary and use visual aids to 

enhance understanding.

 6. Describe the communication differences between men 

and women, and explain the source of these differences. 

Men and women vary in terms of how they ask for 

information, express certainty, apologize, accept blame, 

give criticism and praise, say thank you, build consen-

sus, give directions, claim ownership of ideas, and use 

tone of voice. There are two competing explanations 

for these differences. The biological perspective attri-

butes gender differences in communication to inherited 

drives, needs, and conflicts associated with reproductive 

strategies used by women and men. The second expla-

nation, which is based on social role theory, contends 

that females and males learn different ways of speaking 

as children growing up.

 7. Discuss the formal and informal communication chan-

nels. Formal communication channels follow the chain 

of command and include vertical, horizontal, and 

external routes. Vertical communication involves the 

flow of information up and down the organization. 

Horizontal communication flows within and between 

employees working in different work units. External 

communication flows between employees inside the 

organization and a variety of stakeholders outside 

the organization. Informal communication channels 

do not follow the chain of command. The grapevine 

and management by walking around represent the two 

most commonly used informal channels.

 8. Explain the contingency approach to media selection. 

Selecting media is a key component of communication 

effectiveness. Media selection is based on the interac-

tion between the information richness of a medium 

and the complexity of the problem/situation at hand. 

Information richness ranges from low to high and is a 

function of four factors: speed of feedback, character-

istics of the channel, type of communication, and lan-

guage source. Problems/situations range from simple 

to complex. Effective communication occurs when the 

richness of the medium matches the complexity of 

the problem/situation. From a contingency perspec-

tive, richer media need to be used as problems/situa-

tions become more complex.

 9. Describe the Internet Generation, and discuss the pros 

and cons of teleworking.  The 81 million people in the 

United States born between January 1977 and the end 

of 1997 were the first generation to grow up with the 

Internet. According to Don Tapscott, members of Net 

Gen are comfortable with advanced telecommunica-

tions and digital information technology and can be 

characterized by eight norms: freedom, customization, 

scrutiny, integrity, collaboration, entertainment, speed, 

and innovation. Teleworking involves doing work that 

Summary of Key Concepts
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is generally performed at a central office from various 

locations using advanced information technologies. It 

is called telecommuting when done from one’s home.  

Employees who telework enjoy a measure of freedom 

and flexibility while their employers save on facilities. 

Telecommuting cuts travel expenses and reduces traffic 

congestion and pollution. On the downside, telework-

ers can experience professional isolation, loss of infor-

mal interaction with colleagues, and the pressure of 

never being away from their work.

10. Specify practical tips for more effective e-mail and cell 

phone etiquette. E-mail can be more effectively man-

aged by doing the following: (1) do not assume e-mail 

is confidential, (2) be professional and courteous, 

(3) avoid sloppiness, (4) don’t use e-mail for volatile or 

complex issues, (5) keep messages brief and clear, 

(6) save people time, and (7) be careful with attach-

ments. Basic cell phone etiquette involves having respect 

for others by avoiding annoying ring tones, loud conver-

sations in public places, and unsafe dialing while driving. 

OB in Action Case Study
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Go Ahead, Use Facebook88 

Wendy Wilkes was giving a presen-
tation about Unilever’s information 

technology to 30 new hires—most of them barely out 
of school—and they were not happy. They didn’t like 
the company-issued mobile phones and laptops (or lack 
thereof). The employee Web site was so 1990s it didn’t 
have interactive features, such as Facebook. And they 
couldn’t download iTunes or instant-messaging software 
to communicate with people outside the company. 

Wilkes can certainly identify with their gripes. The 
27-year-old manager also joined the maker of such 
consumer staples as Lipton, Slim-Fast, and Vaseline right 
out of college. In school, she was accustomed to using 
her Hotmail account from any computer. But from her 
desktop at work she had access to corporate e-mail 
only. Not to mention that instant messaging—the foun-
dation of her social life in college—was forbidden with 
anyone outside the company. “It was the amount of 
lockdown that surprised me the most,” she says. 

For anyone born after 1985, entering the workforce 
is a technological shock. Raised on MySpace.com and 
Wikipedia, these workers can’t comprehend why they 
should have to wait 18 months for a company to build 
corporate software when they can download what 
they need instantly. “Technology is an important thing 
in my personal and work life, and I think the two of 

them should be connected,” says Amy Johannigman, a 
22-year-old college senior who worked at a company 
one summer where the use of social-networking sites 
was discouraged, camera phones verboten, and the in-
terns were told to limit personal e-mails. 

Revolt in the Ranks
Corporate policy isn’t stopping Johannigman’s contem-
poraries. Sure, there are official policies against using 
gear the tech department hasn’t sanctioned, but the 
sheer number of workers who are flouting the rules 
makes enforcement nearly impossible. Consulting firm 
Forrester Research even coined a term for workers 
ignoring corporate policy and taking technology into 
their own hands: Technology Populism. 

At Unilever, half of the desktop software and services 
used by employees comes from outside the company, 
and a lot of it shouldn’t be there—Skype and iTunes, to 
name just a couple. “We can’t stop them,” says Chris 
Turner, Unilever’s chief technology officer. “They’re not 
accepting no as an answer.” 

Neither did Wilkes. She joined Unilever with a de-
gree in information management and soon became a 
member of the marketing department’s support team, 
where she experienced Unilever’s rigid rules firsthand. 
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So Wilkes put together some ideas about how employ-
ees could be more productive using consumer technol-
ogy and sent her thoughts to Turner. 

About six months ago, Turner offered Wilkes a 
new job, basically, in her words, to “get involved in 
trying to make a difference.” Now Wilkes is one of 
13 so-called “consumerization architects” whose 
job is to spread the use of popular—and in many 
cases free—technology. For example, Wilkes is look-
ing into letting employees install webcams so they 
can confer by videoconference and cut down on 
travel time. 

Unilever is still testing how to give employees more 
digital freedom. It may move users outside the corpo-
rate firewall and allow them to connect via their own 
computers, provided they’re using certain security 
technologies.  Anecdotal evidence suggests that the sav-
ings could be millions of dollars. “We see this as a real 
opportunity to start altering the cost model to deliver 
IT,” says Turner. 

Turner’s ideas are unpopular with some people in 
his own department. But, as he points out, the social 
and economic forces are overwhelming.

Questions for Discussion
Have you ever been frustrated with out-of-date 1. 

information technology in the workplace? If  so, ex-
plain how it hampered your communication.

From a strategic standpoint, what are the argu-2. 

ments against uncontrolled information technology 
in the workplace?

As a top-level manager, what information technology 3. 

policies would you put in place? What would you do to 
enforce those policies?

What is your personal stance on “Technology 4. 

Populism”? What are the implications of your posi-
tion for organizations?

What evidence of Net Gen norms (see Table 14–6) 5. 

can you find in this case? Are they potentially posi-
tive or disruptive to organizational success? Explain.

How can Unilever’s Wendy Wilkes give employ-6. 

ees more digital freedom without endangering 
the company? Explain in terms of specific tools 
such as Skype, Webcam videoconferencing, iPods, 
Facebook, and Twitter.

Ethical Dilemma

We Know Where You Are89 

In this dawn of geo-tracking, many 
people are more likely to start out 

swapping data with friends and families. Already 25 mil-
lion people have installed Facebook on their handsets. 
And Google is pushing in the same direction. On Feb. 4 
[2009] the search engine released Latitude, an app that 
lets people with high-end mobile phones share location 
data with friends. Users can check on their buddies stuck 
in traffic, sneaking out of work early, or catching a ball 
game. Latitude even provides directions on how to meet 
up with friends and contacts. . . . 

The privacy implications are considerable. Is it OK 
for a boss to hand an employee a Latitude-loaded 
BlackBerry and then monitor her whereabouts? 
Companies that operate fleets of trucks have tracked 
employees for years. But similar technology in cell 
phones would potentially let all sorts of companies 
monitor and measure employee movements. Latitude 
does offer cloaking options. A user can hide from cer-
tain people or ask to be located by city, not by street.

What Are the Ethics of Having Employees 
Use Geo-tracking Technologies Such as 
Google’s Latitude?

When employees are on company time they are fully 1. 

accountable for their whereabouts. Geo-tracking is 
acceptable, with or without their knowledge.

Geo-tracking your employees is acceptable if  they 2. 

are fully informed about the technology.

If  employees will be geo-tracked by their employer, 3. 

then the employees need to fully participate in 
formulating standards and limits of use. What stan-
dards and limits do you recommend?

Hello, Big Brother. Geo-tracking employees is an un-4. 

acceptable infringement of personal privacy rights.

Invent other options. Discuss.5. 

Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner



Chapter 15
Influence, Empowerment, 
and Politics

When you finish studying the material in this chapter, you should be able to:

Explain the concept of mutuality of interest.

Name at least three “soft” and two “hard” influence tactics, and 
summarize the practical lessons from influence research.

Identify and briefly describe French and Raven’s five bases of power, and 
discuss the responsible use of power.

Define the term empowerment, and explain why it is a matter of degree.

Explain why delegation is the highest form of empowerment, and discuss 
the connections among delegation, trust, and personal initiative.

Define organizational politics, and explain what triggers it.

Distinguish between favorable and unfavorable impression management 
tactics.

Explain how to manage organizational politics.
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Student Resources for Studying Chapter 15

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

 discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

 The management revolt at Meetup 

Inc. broke into the open last 

February. Douglas Atkin, a senior manager, yanked CEO 

Scott Heiferman into a conference room and showed 

him a list scrawled on a whiteboard. In bright red letters 

were all the things Atkin felt were wrong at the New 

York startup, including “We Aren’t a Creative Company” 

and “I Hate the Org Chart.” Atkin pressed his boss to 

change course. “We need to blow this up and start all 

over again,” he said. 

Meetup is a company built on organization. Through 

its Web site, people can set up local groups for every-

thing from sharing organic gardening tips online to mar-

shaling volunteers for political campaigns. But as the 

company grew to 52 employees and 5 million members, 

Meetup’s own organization buckled. It was failing at the 

very thing that was supposed to be its expertise. 

What followed Atkin’s confrontation was a manage-

ment experiment that shook the company. Heiferman 

replaced the old org chart with a highly unusual man-

agement strategy in which workers set priorities and 

pick their own projects. Inspired by the people who use 

its service, Meetup loosened the reins and dispersed 

power. For some workers, it felt like chaos, and they fled. 

Others thrived. 

The process is still under way, but the results so far 

are largely positive. Morale is up, and the company is 

cranking out products. . . . “We got more done in six 

weeks than in six months last year,” says Heiferman, 

who expects the projects to boost revenues tenfold, to 

$100 million, by 2010. 

Meetup’s approach isn’t for everyone. But for man-

agers, especially those responsible for younger workers 

with attitudes and expectations so different from 

those of earlier generations, the experiment holds 

lessons: Giving up control can lead to better results. 

Your workers may have better ideas than you. Gary 

Hamel, who wrote The Future of Management, predicts 

more companies will adopt flexible organizations to 

Meetup Inc.’s CEO Scott Heiferman (holding the label) 

wants everyone to be his or her own boss.
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At the very heart of interpersonal dealings in today’s work organizations 
is a constant struggle between individual and collective interests. For example, Sid 
wants a raise, but his company doesn’t make enough money to both grant raises 
and buy needed capital equipment. The downside of such misalignment of inter-
ests was evident in the results of a recent survey of 150 senior executives who were 
asked, “What makes good employees quit?” “Unhappiness with management” was 
the number one response category (35%), followed by “Limited opportunities for 
advancement” (33%) and “Lack of recognition” (13%).2 Preoccupation with self-
interest is understandable. After all, each of us was born, not as a cooperating orga-
nizational member, but as an individual with instincts for self-preservation. It took 
socialization in family, school, religious, sports, recreation, and employment settings 
to introduce us to the notion of mutuality of interest. Basically, mutuality of interest 
involves win–win situations in which one’s self-interest is served by cooperating ac-
tively and creatively with potential adversaries. A pair of organization development 
consultants offered this managerial perspective of mutuality of interest:

Nothing is more important than this sense of mutuality to the effectiveness and qual-

ity of an organization’s products and services. Management must strive to stimulate a 

strong sense of shared ownership in every employee, because otherwise an organiza-

tion cannot do its best in the long run. Employees who identify their own personal 

self-interest with the quality of their organization’s output understand mutuality and 

strive to maintain it in their jobs and work relations.3

Figure 15–1 graphically portrays the constant tug-of-war between employees’ 
self-interest and the organization’s need for mutuality of interest.  It also shows the 
linkage between this chapter—influence, empowerment, and politics—and other 
key topics in this book. Managers need a complete tool kit of techniques to guide 
diverse individuals, who are often powerfully motivated to put their own self-
 interests first, to pursue common objectives. At stake in this tug-of-war between 

LO.1

Mutuality 
of interest

Balancing individual 
and organizational 

interests through 
win–win cooperation.

Figure 15 –1 The Constant Tug-of-War between Self-Interest and Mutuality 

of Interest Requires Managerial Action 

accommodate Internet Age workers and profit from 

their skills.  “With information so broadly shared now, 

the sources of influence and power are eroding,” he 

says. Companies already using such approaches include 

Whole Foods Market, and W.L. Gore & Associates, the 

$2 billion maker of Gore-Tex. . . .

Heiferman isn’t throwing out systems entirely. A 

strategy group tracks how changes affect revenue and 

customer growth. And the CEO reserves the right to 

pull what he calls the “red cord” on projects headed 

in the wrong direction. He hasn’t had to use it.  At least 

not yet.1  

FOR DISCUSSION

How willing and able are you to work in this type of 

unstructured situation?
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individual and collective interests is no less than the ultimate survival of organiza-
tions such as Meetup, profiled in the opening vignette.

Organizational Influence Tactics 
How do you get others to carry out your wishes? Do you simply tell them what 
to do? Or do you prefer a less direct approach, such as promising to return the 
favor? Whatever approach you use, the crux of the issue is social influence. A large 
measure of interpersonal interaction involves attempts to influence others, includ-
ing parents, bosses, coworkers, spouses, children, teachers, friends, and customers. 
According to noted management author Gary Hamel: “Influence is like water, 
always flowing somewhere.”4 All of us need to sharpen our influence skills (see the 
Real World/Real People feature above). A good starting point is familiarity with 
the following research insights. 

Nine Generic Influence Tactics
A particularly fruitful stream of research, initiated by David Kipnis and his col-
leagues in 1980, reveals how people influence each other in organizations. The 

to the point
What practical 
lessons have 
researchers 
taught 
us about 
influencing 
 others?

LO.2

Nooyi came to the United States in 1978 at age 23 to 

earn her M.B.A. at Yale, where she worked as a dorm 

receptionist—opting for the graveyard shift because it 

paid an extra 50 cents per hour. Her parents had told 

her she was out of her mind and should have stayed 

in India and gotten married. “I always had this urge, 

this desire, this passion,” she once explained, to “settle 

in the United States,” where she is now the married 

mother of two daughters. 

 When Nooyi joined PepsiCo in 1994, it was as 

the company’s chief strategist. From the start, she 

helped executives make some tough decisions. Seeing 

less future in fast food, she moved the company to 

shed KFC, Pizza Hut, and Taco Bell in 1997. Betting 

instead on beverages and packaged food, she helped 

engineer a $3 billion acquisition of Tropicana in 1998 

and a $14 billion takeover in 2001 of Quaker Oats, 

maker of Gatorade. The moves proved prescient 

choices. Company earnings soared, and so, too, did 

her stature.

 By 2006, Nooyi was one of just two finalists to 

succeed CEO Steven Reinemund as leader of one 

of the world’s best-known brands. After getting the 

nod, Nooyi flew to visit the other contender. “Tell me 

whatever I need to do to keep you,” she implored. 

They had worked together for years, both loved music, 

and Nooyi was persuasive, offering to boost her com-

petitor’s compensation to nearly match her own. He 

agreed to serve as her right-hand man, creating her 

version of a team of rivals.

What do people need to do (or be) to influ-
ence you?

SOURCE: From “New Ideas for This Pepsi Generation,” by 

M Useem, U.S. News & World Report, December 1–8, 2008, p 49.  

Copyright © 2009 U.S. News & World Report, L.P. Reprinted with 

permission. 

PepsiCo’s CEO Indra Nooyi Is a Master of Influence

REAL WORLD | real people 
ethics

Behind the familiar Pepsi name and logo is CEO Indra 

Nooyi’s skillful use of influence and empowerment to attract 

good people and enact bold new strategies.
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Kipnis methodology involved asking employees how they managed to get either 
their bosses, coworkers, or subordinates to do what they wanted them to do.5 
Statistical refinements and replications by other researchers over a 13-year period 
eventually yielded nine influence tactics. The nine tactics, ranked in diminishing 
order of use in the workplace, are as follows:

Rational persuasion.1.  Trying to convince someone with reason, logic, or facts.

 2. Inspirational appeals. Trying to build enthusiasm by appealing to others’ emo-

tions, ideals, or values.

 3. Consultation. Getting others to participate in planning, making decisions, and changes.

 4. Ingratiation. Getting someone in a good mood prior to making a request; being 

friendly, helpful, and using praise or flattery.

Personal appeals.5.  Referring to friendship and loyalty when making a request.

Exchange.6.  Making express or implied promises and trading favors.

Coalition tactics.7.  Getting others to support your effort to persuade someone.

Pressure.8.  Demanding compliance or using intimidation or threats.

 9. Legitimating tactics. Basing a request on one’s authority or right, organizational 

rules or policies, or express or implied support from superiors.6

These approaches can be considered generic influence tactics because they charac-
terize social influence in all directions and in a wide variety of settings. Researchers 
have  found this ranking to be fairly consistent regardless of whether the direction 
of influence is downward, upward, or lateral.7

Some call the first five influence tactics—rational persuasion, inspirational 
appeals, consultation, ingratiation, and personal appeals—soft tactics because 
they are friendlier and not as coercive as the last four tactics. Exchange, coalition, 
pressure, and legitimating tactics accordingly are called hard tactics because they 
involve more overt pressure. Margaret G McGlynn, president of  Merck Vaccines, 
is a good role model for having made a career out of  skillfully using rational 
persuasion:

An ability to argue her case in a “relentlessly logical and wonderfully intense way,” as 

ex-boss David Anstice puts it, helped McGlynn rise rapidly. . . .

McGlynn’s powers of persuasion have also helped her achieve results on Capitol 

Hill. Last summer, after Merck won approval to market a vaccine for shingles—a painful 

disease that strikes the elderly—she started knocking on doors all over Capitol Hill. 

Turned out that the new Medicare Part D drug plan prevented doctors from get-

ting fully paid to administer vaccines. “I explained to [policymakers] that shingles is a 

debilitating illness that causes a major impact on quality of life,” she says.  They seem to 

have listened: On Dec. 9, [2006], Congress passed a bill that fixes the Medicare pay-

ment shortfall, which the President signed.8

Three Possible Influence Outcomes
Put yourself  in this familiar situation. It’s Wednesday and a big project you’ve 
been working on for your project team is due Friday. You’re behind on the prep-
aration of your computer graphics for your final report and presentation. You 
catch a friend who is great at computer graphics as he heads out of the office at 
quitting time. You try this exchange tactic to get your friend to help you out: “I’m 
way behind. I need your help. If  you could come back in for two to three hours 
tonight and help me with these graphics, I’ll complete those spreadsheets you’ve 
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been complaining about.” According to researchers, your friend will engage in one 
of three possible influence outcomes:

 1. Commitment. Your friend enthusiastically agrees and will demonstrate initiative 

and persistence while completing the assignment.

 2. Compliance. Your friend grudgingly complies and will need prodding to satisfy 

minimum requirements.

Resistance.3.  Your friend will say no, make excuses, stall, or put up an argument.9

The best outcome is commitment because the target person’s intrinsic motivation 
will energize good performance. However, managers often have to settle for com-
pliance in today’s hectic workplace. Resistance means a failed influence attempt.

Practical Research Insights
Laboratory and field studies have taught us useful lessons about the relative effec-
tiveness of influence tactics along with other instructive insights:

 Commitment is more likely when people rely on consultation, strong rational • 
persuasion, and inspirational appeals and do not rely on pressure and coali-
tion tactics.10 Interestingly, in one study, managers were not very effective at 
downward influence. They relied most heavily on inspiration (an effective tactic), 
 ingratiation (a moderately effective tactic), and pressure (an ineffective tactic).11

 A meta-analysis of 69 studies suggests ingratiation (making the boss feel • 
good) can slightly improve your performance appraisal results and make 
your boss like you significantly more.12 Another study, with diversity and 
ethical implications, found ingratiation to be an effective way for Caucasian 
men to get a seat on a corporate board of directors in the United States.13

 Commitment is more likely when the influence attempt involves something • 
important and enjoyable and is based on a friendly relationship.14

 A field study of sales managers in the United States looked at how the quality • 
of the working relationship between a manager and a team member affected 
willingness to help teammates. When the relationship was not good, inspirational 
appeals and exchange tactics actually reduced helping behavior, with lack of 
credibility being the likely culprit. On the other hand, exchange tactics increased 
helping behavior when the relationship was good. Consultation increased helping 
behavior, regardless of the quality of the relationship. This is a strong endorsement 
for participation, whereby managers and leaders solicit input from employees.15

 In a survey, 214 employed MBA students (55% female) tended to perceive their • 
superiors’ soft influence tactics as fair and hard influence tactics as unfair. Unfair 
influence tactics were associated with greater resistance among employees.16

 Another study probed male–female differences in influencing work group mem-• 
bers. Many studies have found women to be perceived as less competent and 
less influential in work groups than men. The researchers had male and female 
work group leaders engage in either task behavior (demonstrating ability and 
task competence) or dominating behavior (relying on threats). For both women 
and men, task behavior was associated with perceived competence and effective 
influence. Dominating behavior was not effective. The following conclusion by 
the researchers has important practical implications for all current and future 
managers who desire to successfully influence others: “The display of task cues 
is an effective means to enhance one’s status in groups and . . . the attempt to 
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gain influence in task groups through dominance is an ineffective and poorly 
received strategy for both men and women.”17

 Interpersonal influence is culture bound. The foregoing research evidence on • 
influence tactics has a bias in favor of European-North Americans. Much 
remains to be learned about how to effectively influence others (without 
unintended insult) in today’s diverse labor force and cross-cultural global 
economy.18

Finally, Barbara Moses, consultant and author from Toronto, Canada, offers this 
advice on influencing your boss:

If your boss doesn’t understand the need for change, this might be partly your fault. 

You can’t make change; you have to sell it. And the key to selling anything is to under-

stand where the other person is coming from—rather than to assume that your boss is 

a complete jerk. But most of us communicate from an egocentric place. We construct 

an idea or a project mainly in terms of what makes sense to us. Instead, ask yourself: 

“What’s most important to my boss?” “What are his greatest concerns?” Go forward 

only after you’ve answered these questions.19

Social Power 
The term power evokes mixed and often passionate reactions. Citing recent in-
stances of government corruption and corporate misconduct, many observers 
view power as a sinister force. To these skeptics, Lord Acton’s time-honored state-
ment that “power corrupts and absolute power corrupts absolutely” is as true as 
ever.20 However, OB specialists remind us that, like it or not, power is a fact of life 
in modern organizations. According to one management writer,

[p]ower must be used because managers must influence those they depend on. Power 

also is crucial in the development of managers’ self-confidence and willingness to sup-

port subordinates. From this perspective, power should be accepted as a natural part 

of any organization. Managers should recognize and develop their own power to co-

ordinate and support the work of subordinates; it is powerlessness, not power, that 

undermines organizational effectiveness.21

Thus, power is a necessary and generally positive force in organizations. As the 
term is used here, social power is defined as “the ability to marshal the human, 
informational, and material resources to get something done.”22

Importantly, the exercise of social power in organizations is not necessarily a 
downward proposition. Employees can and do exercise power upward and laterally. An 
example of an upward power play occurred at Alberto-Culver Company, the personal 
care products firm. Leonard Lavin, founder of the company, was under pressure to re-
vitalize the firm because key employees were departing for more innovative competitors 
such as Procter & Gamble. Lavin’s daughter Carol Bernick, and her husband Howard, 
both longtime employees, took things into their own hands:

Even the Bernicks were thinking of jumping ship. Instead, in September 1994, they 

marched into Lavin’s office and presented him with an ultimatum: Either hand over the 

reins as CEO or run the company without them. It was a huge blow for Lavin, forcing 

him to face selling his company to outsiders or ceding control to the younger genera-

tion. Unwilling to sell, he reluctantly stepped down, though he remains chairman.

to the point
Why do man-
agers need to 
know about 
the two 
types and 
five bases of 
power?

Social power

Ability to get things 
done with human, 
informational, and 

material resources.
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How does it feel to push aside your own father and wrest operating control of the 

company he created? “It isn’t an easy thing to do with the founder of any company, 

whether he’s your father or not,” says Carol Bernick, 46, now vice chairman and presi-

dent of Alberto-Culver North America.23

Howard Bernick became CEO, the firm’s top-down management style was 
scrapped in favor of a more open culture, and Lavin reportedly was happy with 
how things have turned out.24

Dimensions of Power
While power may be an elusive concept to the casual observer, social scientists 
view power as having reasonably clear dimensions. Two dimensions of power that 
deserve our attention are (1) socialized versus personalized power and (2) the five 
bases of power.

Two Types of Power Behavioral scientists such as David McClelland con-
tend that one of the basic human needs is the need for power (n Pwr), as discussed 
in Chapter 8. Because this need is learned and not innate, the need for power has 
been extensively studied. Historically, need for power was said to be high when 
subjects interpreted TAT pictures in terms of one person attempting to influence, 
convince, persuade, or control another. More recently, however, researchers have 
drawn a distinction between socialized power and personalized power.

There are two subscales or “faces” in n Pwr. One face is termed “socialized” (s Pwr) 

and is scored in the Thematic Apperception Test (TAT) as “plans, self-doubts, mixed 

outcomes and concerns for others, . . .” while the second face is “personalized” power 

(p Pwr), in which expressions of power for the  sake of personal aggrandizement 

become paramount.25

Managers and others who pursue personalized power for their own selfish 
ends give power a bad name. According to research, personalized power is exhib-
ited when managers 

Focus more on satisfying their own needs.1. 

Focus less on the needs of their underlings.2. 

Act like “the rules” others are expected to follow don’t apply to them.3. 26 

For example, Nancy Traversy, cofounder and CEO of the successful children’s 
book publisher Barefoot Books, recently related this story about how she came to 
be an entrepreneur:

I was born in Canada to a family of artists. I studied business, which made me the black 

sheep. After college I worked for the banking division of Pricewaterhouse in London. 

One day I was wearing a suit. One of the partners said to me, “Women don’t wear 

trousers” and sent me home to change. It was a formative experience.27 

A series of interviews with 25 American women elected to public office found 
a strong preference for socialized power.28 A good case in point is Sheryl Sandberg, 
Facebook’s chief  operating officer, who recently wrote:

My first job was at the World Bank, where I worked on health projects in India—leprosy, 

AIDS and blindness. During my first trip to India, I was taken on a tour of a village 

LO.3

Socialized power

Directed at helping 
others.

Personalized 
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Directed at helping 
oneself.
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leprosy home, where I saw people in conditions that I would not have 

thought possible. I promised myself that going forward, I would work only 

on things that really mattered.

 Facebook allows people to be their authentic selves online and therefore 

use the power of technology to discover each other and share who they 

really are. The connections they make have a real impact on their lives.29  

Five Bases of Power A popular classification scheme for 
social power traces back 50 years to the work of John French and 
Bertram Raven. They proposed that power arises from five different 
bases: reward power, coercive power, legitimate power, expert power, 
and referent power.30 Each involves a different approach to influenc-
ing others:

    Reward power.•  A manager has reward power to the extent that 
he or she obtains compliance by promising or granting rewards. 
On-the-job behavior shaping, for example, relies heavily on re-
ward power.

   Coercive power.•  Threats of punishment and actual punishment 
     give an individual coercive power. For instance, consider this 

 heavy-handed tactic by Wolfgang Bernhard, a Volkswagen 
executive: “A ruthless cost-cutter, Bernard, 46, has a favorite 
technique: He routinely locks staffers in meeting rooms, then 
refuses to open the doors until they’ve stripped $1,500 in costs 
from a future model.”31 Bathroom break, anyone?

 • Legitimate power. This base of power is anchored to one’s formal position 
or authority. Thus, individuals who obtain compliance primarily because of 
their formal authority to make decisions have legitimate power. Legitimate 
power may express itself  in either a positive or negative manner in manag-
ing people. Positive legitimate power focuses constructively on job perfor-
mance. Negative legitimate power tends to be threatening and demeaning to 
those being influenced. Its main purpose is to build the power holder’s ego. 
Importantly, there is growing concern today about the limits of managers’ 
legitimate power relative to privacy rights and off-the-job behavior.32 (For 
example, see the Real World/Real People feature on page 443.)  

 • Expert power. Valued knowledge or information gives an individual expert 

power over those who need such knowledge or information. The power of 
supervisors is enhanced because they know about work schedules and assign-
ments before their employees do. Skillful use of expert power played a key 
role in the effectiveness of team leaders in a study of three physician medical 
diagnosis teams.33 Knowledge is power in today’s high-tech workplaces.

 • Referent power. Also called charisma, referent power comes into play when 
one’s personality becomes the reason for compliance. Role models have ref-
erent power over those who identify closely with them.34

Regarding charisma, Jack and Suzy Welch recently offered this instructive per-
spective in their BusinessWeek column:

[A]lmost everyone wonders at some point in his or her career how big a role charisma 

plays in success. So how big is it? In the short term, very. In the long term, very again—

but not alone.

Reward power

Obtaining 
compliance with 

promised or actual 
rewards.

Coercive power

Obtaining 
compliance through 

threatened or actual 
punishment.

Legitimate power

Obtaining 
compliance through 

formal authority.

Expert power

Obtaining 
compliance through 
one’s knowledge or 

information.

Referent power

Obtaining 
compliance through 

charisma or 
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Sheryl Sandberg, the chief operating 

officer at Facebook, dedicated herself 

to socialized power as a result of 

working in less-developed parts of the 

world. What is your experience with 

personalized versus socialized power?
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Now, we’re obviously not talking here about “bad” charisma, exuded without brains, 

vision, and character. That trait is useless, and even dangerous. In business, wow per-

sonalities with less-than-wow minds are called empty suits for good reason. Too many 

of these individuals manage to ho-ho-ho their way to the top, even to the CEO’s office, 

but most self-destruct after looking great for a couple of years while achieving little. On 

a larger scale, darkly charismatic leaders have the power to wreck lives and nations. . . .

But good charismatic leaders are everywhere, too, leading with magnetism plus integ-

rity and intelligence. And for them, charisma just makes the job a whole lot easier. Why? 

Because leaders have always had to energize their people.35 

Getting health insurance from your employer [in the 

United States] is sometimes seen as an entitlement, 

but the benefit owes its existence to a quirk of history. 

During World War II, employers desperate to attract 

workers began offering health insurance. Providing 

coverage has been an increasing burden for companies 

ever since. As a result, businesses have been forcing 

employees to shoulder more and more of the cost.

 Some theorized that higher co-payments and 

pricier premiums would get people to take better care 

of themselves. It’s not happening. “We have this notion 

that you can gorge on hot dogs, be in a pie-eating con-

test, and drink every day, and society will take care of 

you,” says Harvard Business School Professor Michael 

E Porter, who coauthored Redefining Health Care. “We 

can’t afford to let individuals drive up costs because 

they’re not willing to address their health problems.”

 Hence the wellness fixation at companies as varied 

as IBM, Microsoft, Harrah’s Entertainment, and Scotts. 

Employees who voluntarily sign up for such programs 

often receive discounts on health-care premiums, free 

weight-loss and smoking-cessation programs, gratis 

gym memberships, counseling for emotional prob-

lems, and prizes like vacations or points that can be 

redeemed for gift cards.

 Companies save money. Employees get healthier. 

What’s not to like? But the wellness craze raises 

important issues. One is that people could start 

blaming unhealthy colleagues for helping push up 

premiums. Then there are the privacy and discrimina-

tion issues: How far should managers intrude into 

employees’ lives?

What is your position on this issue?

SOURCE: Excerpted from M Conlin, “Get Healthy—or Else,” 

BusinessWeek, February 26, 2007, p 60. 

Get Healthy. That’s an Order!

REAL WORLD | real people 

go to the Web for the Self-Exercise: What Is Your Self-Perceived 
Power?

Research Insights about Social Power
 In one study, a sample of  94 male and 84 female nonmanagerial and profes-
sional employees in Denver, Colorado, completed TAT tests. The researchers 

ethics
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found that the male and female employees had similar needs for power (n Pwr) 
and personalized power (p Pwr). But the women had a significantly higher need 
for socialized power (s Pwr) than did their male counterparts.36 This bodes well 
for today’s work organizations where women are playing an ever greater ad-
ministrative role. Unfortunately, as women gain power in the workplace, greater 
tension between men and women has been observed. Training magazine offered 
this perspective:

 [O]bservers view the tension between women and men in the workplace as a natural 

outcome of power inequities between the genders. Their argument is that men still 

have most of the power and are resisting any change as a way to protect their power 

base. [Consultant Susan L] Webb asserts that sexual harassment has far more to do 

with exercising power in an unhealthy way than with sexual attraction. Likewise, the 

glass ceiling, a metaphor for the barriers women face in climbing the corporate ladder 

to management and executive positions, is about power and access to power.37

Accordingly, “powerful women were described more positively by women than 
by men” in a study of 140 female and 125 male college students in Sydney, 
Australia.38

A reanalysis of 18 field studies that measured French and Raven’s five bases 
of power uncovered “severe methodological shortcomings.”39 After correcting 
for these problems, the researchers identified the following relationships between 
power bases and work outcomes such as job performance, job satisfaction, and 
turnover:

 Expert and referent power had a generally positive impact.• 

 Reward and legitimate power had a slightly positive impact.• 

 Coercive power had a slightly negative impact.• 

The same researcher, in a follow-up study involving 251 employed business 
seniors, looked at the relationship between influence styles and bases of power. 
This was a bottom-up study. In other words, employee perceptions of managerial 
influence and power were examined. Rational persuasion was found to be a highly 
acceptable managerial influence tactic. Why? Because employees perceived it to be 
associated with the three bases of power they viewed positively: legitimate, expert, 
and referent.40

In summary, expert and referent power appear to get the best combination of  
results and favorable reactions from lower-level employees.

Using Power Responsibly and Ethically
As democracy continues to spread around the world, one reality is clear: Leaders 
who do not use their power responsibly risk losing it. This holds for corporations 
and nonprofit organizations as well as for government leaders and public figures. 
A step in the right direction for managers who want to avoid such a turnaround 
and wield power responsibly is understanding the difference between commitment 
and mere compliance.

Responsible managers strive for socialized power while avoiding personalized 
power. Former NATO commander General Wesley Clark put it this way:

Sometimes threatening works, but it usually brings with it adverse consequences—like 

resentment and a desire to get even in some way. People don’t like to be reminded 
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that they are inferior in power or status. And so, in business, it is important to motivate 

through the power of shared goals, shared objectives, and shared standards.41

In fact, in a survey, organizational commitment was higher among US federal 
government executives whose superiors exercised socialized power than among 
colleagues with “power-hungry” bosses. The researchers used the appropriate 
terms uplifting power versus dominating power.42 How does this relate to the five 
bases of  power? As with influence tactics, managerial power has three possible 
outcomes: commitment, compliance, or resistance. Reward, coercive, and nega-
tive legitimate power tend to produce compliance (and sometimes, resistance). 
On the other hand, positive legitimate power, expert power, and referent power 
tend to foster commitment. Once again, commitment is superior to compliance 
because it is driven by internal or intrinsic motivation. Employees who merely 
comply require frequent “jolts” of  power from the boss to keep them headed in 
a productive direction. Committed employees tend to be self-starters who do not 
require close supervision—a key success factor in today’s flatter, team-oriented 
organizations.

Empowerment: From Power Sharing 
to Power Distribution 

A promising trend in today’s organizations centers on giving employees a greater 
say in the workplace. This trend wears various labels, including “high- involvement 
management,” “participative management,” and “open-book management.” 
Regardless of the label one prefers, it is all about employees taking greater control 
of their work lives. Those who dismiss the employee empowerment trend as a 
passing fad need to see it as part of a much, much larger picture. Klaus Schwab, 
a respected Swiss businessman and philanthropist, recently offered this sweeping 
perspective:

[A] general issue will be the changing power equation, which means that everywhere 

in society and business, the power is moving from the center to the periphery. Vertical 

command-and-control structures are being eroded 

and replaced by communities and different platforms. 

We are moving into the Web 2.0 world, and this has 

tremendous implications on the national level and 

on business models.43

Management consultant and writer W Alan 
Randolph offers this definition: “empowerment 
is recognizing and releasing into the organiza-
tion the power that people already have in their 
wealth of useful knowledge, experience, and in-
ternal motivation.”44 A core component of this 
process is pushing decision-making authority 
down to progressively lower levels. Steve Kerr, 
who has served as the “chief learning officer” at 
General Electric and Goldman Sachs, adds this 
important qualification: “We say empowerment 

LO.4 to the point
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Swiss  power broker Klaus Schwab sees an erosion of tradi-

tional command-and-control structures in the Web 2.0 world.
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is moving decision making down to the lowest level where a competent decision 
can be made.”45 Of course, it is naive and counterproductive to hand power over 
to unwilling or unprepared employees. Let us explore the dynamics of employee 
empowerment, while keeping these recent cautionary words from Jack and Suzy 
Welch in mind: “empowerment, is one of those concepts (like “creative destruc-
tion” and “collaborative work teams”) that, as books are written and consultants 
move in, gets surrounded by more hype than honesty.”46

A Matter of Degree
The concept of empowerment requires some adjustments in traditional thinking 
(see the Real Word/Real People feature on page 447). First, power is not a zero-
sum situation where one person’s gain is another’s loss. Social power is unlimited. 
This requires win–win thinking. Frances Hesselbein, the woman credited with 
modernizing the Girl Scouts of the USA, put it this way: “The more power you 
give away, the more you have.”47 Authoritarian managers who view employee em-
powerment as a threat to their personal power are missing the point because of 
their win–lose thinking.

The second adjustment to traditional thinking involves seeing empowerment 
as a matter of degree not as an either–or proposition.48 Figure 15–2 illustrates how 
power can be shifted to the hands of nonmanagers step by step.  The overriding 
goal is to increase productivity and competitiveness in leaner organizations. Each 
step in this evolution increases the power of organizational contributors who tra-
ditionally were told what, when, and how to do things. A good role model for the 
spirit of empowerment is Motorola executive Greg Brown:

He boils his philosophy down to three words: listen, learn, lead. It means you need to 

understand your business down to the nuts and bolts, let your employees know you 

won’t have all the answers, and focus on just a handful of truly crucial things, even 

though dozens seem as important.49 

Participative Management
Confusion exists about the exact meaning of participative management (PM). 
Management experts have clarified this situation by defining participative 

management as the process whereby employees play a direct role in (1) setting 
goals, (2) making decisions, (3) solving problems, and (4) making changes in the 
organization. Participative management includes, but goes beyond, simply asking 
employees for their ideas or opinions.

Advocates of PM claim employee participation increases employee satisfac-
tion, commitment, and performance. Consistent with both Maslow’s need theory 
and the job characteristics model of job design (see Chapter 8), participative man-
agement is predicted to increase motivation because it helps employees fulfill three 
basic needs: (1) autonomy, (2) meaningfulness of work, and (3) interpersonal con-
tact. Satisfaction of these needs enhances feelings of acceptance and commitment, 
security, challenge, and satisfaction. In turn, these positive feelings supposedly 
lead to increased innovation and performance.50

Participative management does not work in all situations. The design of 
work, the level of trust between management and employees, and the employees’ 
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Figure 15–2 The Evolution of Power: From Domination to Delegation

As the old methods fall short, executives need to 

bring a wider array of skills and backgrounds to the 

table. Companies are testing fresh methods to develop 

global leaders while tapping innovative collaboration 

tools and social networks to speed up productivity 

and decision-making. Perhaps no company has done 

more in this vein than Cisco. As part of his move to 

democratize management, [CEO John] Chambers set 

up a new hierarchy within the company. “Councils” are 

teams of executives who make decisions on $10 bil-

lion opportunities. “Boards” consist of executives who 

have authority to make calls on $1 billion bets, and 

“working groups” are organized to deal with a specific 

issue for a limited period of time. Chambers—who 

typically isn’t involved in the decisions—believes his 

approach is a path others will need to follow. “When 

you have command and control by the top 10 people, 

you can only do one or two things at a time,” he says. 

“The future is about collaboration and teamwork and 

making decisions with a replicable process that offers 

scale, speed, and flexibility.” 

What are both the practical and ethical argu-
ments for empowering employees?

SOURCE: Reprinted from J McGregor, “‘There is No More 

Normal,’” March 23, 30, 2009, issue of BusinessWeek by special 

permission. Copyright © 2009 by The McGraw-Hill Companies, Inc. 

Power to the People at Cisco Systems

REAL WORLD | real people  

competence and readiness to participate represent three factors that influence the 
effectiveness of PM. With respect to the design of work, individual participation 
is counterproductive when employees are highly interdependent on each other, 
as on an assembly line. The problem with individual participation in this case 
is that interdependent specialists generally do not have a broad understanding 
of the entire production process. Participative management also is less likely to 
succeed when employees do not trust management. Finally, PM is more effective 
when employees are competent, prepared, and interested in participating. Bonnie 

ethics
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Hammer, president of NBC Universal Cable Entertainment, fosters participation 
by pushing her staff  to the forefront:

Although she has strong views about projects, she tries to ensure that the team doesn’t 

succumb to groupthink. “I can’t tell you how many meetings I open up with, ‘My voice is 

last,’” she says. “I don’t want anybody to hear my opinion before I hear everybody else’s 

opinion. I give everyone the license to disagree.”51

Delegation
The highest degree of empowerment is delegation, the process of granting decision-
making authority to lower-level employees.52 This amounts to power distribution. 
Delegation has long been the recommended way to lighten the busy manager’s 
load while at the same time developing employees’ abilities.53 Importantly, del-
egation gives nonmanagerial employees more than simply a voice in decisions. It 
empowers them to make their own decisions. A prime example is the Ritz-Carlton 
Hotel chain:

At Ritz-Carlton, every worker is authorized to spend up to $2,000 to fix any problem 

a guest encounters. Employees do not abuse the privilege. “When you treat people 

responsibly, they act responsibly,” said Patrick Mene, the hotel chain’s director of 

quality.54

Not surprising, then, that Ritz-Carlton has won national service quality awards.

Barriers to Delegation Delegation is easy to talk about, but many man-
agers find it hard to actually do. A concerted effort to overcome the following 
common barriers to delegation needs to be made:

 Belief  in the fallacy, “If  you want it done right, do it yourself.”• 

 Lack of confidence and trust in lower-level employees.• 

 Low self-confidence.• 

 Fear of being called lazy.• 

 Vague job definition.• 

 Fear of competition from those below.• 

 Reluctance to take the risks involved in depending on others.• 

 Lack of controls that provide early warning of problems with delegated duties.• 

 Poor example set by bosses who do not delegate.• 55

Delegation Research and Implications for Trust and Personal 
Initiative Researchers at the State University of New York at Albany sur-
veyed pairs of managers and employees and did follow-up interviews with the 
managers concerning their delegation habits. Their results confirmed some impor-
tant commonsense notions about delegation. Greater delegation was associated 
with the following factors:

Employee was competent.1. 

Employee shared manager’s task objectives.2. 

Manager had a long-standing and positive relationship with employee.3. 

The lower-level person also was a supervisor.4. 56

LO.5

Delegation

Granting decision-
making authority to 

people at 
lower levels
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This delegation scenario boils down to one pivotal factor, trust.57

Managers prefer to delegate important tasks and decisions to the people they 
trust. As discussed in Chapter 11, it takes time and favorable experience to build 
trust. Of course, trust is fragile; it can be destroyed by a single remark, act, or 
omission. Ironically, managers cannot learn to trust someone without, initially 
at least, running the risk of betrayal. This is where the empowerment evolution 
in Figure 15–2 represents a three-step ladder to trust: consultation, participation, 
and delegation. In other words, managers need to start small and work up the em-
powerment ladder. They need to delegate small tasks and decisions and scale up 
as competence, confidence, and trust grow. Employees need to work on their side 
of the trust equation as well. One of the best ways to earn a manager’s trust is to 
show initiative (see Figure 15–3) and then get results.  Researchers in the area offer 
this instructive definition and characterization:

Personal initiative is a behavior syndrome resulting in an individual’s taking an active 

and self-starting approach to work and going beyond what is formally required in a 

given job. More specifically, personal initiative is characterized by the following aspects: 

it (1) is consistent with the organization’s mission, (2) has a long-term focus, (3) is goal-

directed and action-oriented, (4) is persistent in the face of barriers and setbacks, and 

(5) is self-starting and proactive.58

Recall our discussion of the proactive personality in Chapter 5.

Personal initiative

Going beyond 
formal job 
requirements and 
being an active 
self-starter.

Figure 15–3 Personal Initiative: The Other Side of Delegation

SOURCE: Figure from A L Frohman, “Igniting Organizational Change from Below:  The Power of Personal 

Initiative,” Organizational Dynamics, Winter 1997, p 46. © 1997, with permission from Elsevier. 
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Empowerment: The Research Record 
and Practical Advice
Like other widely heralded techniques—such as TQM, 360-degree reviews, teams, 
and learning organizations—empowerment has its fair share of critics and suffers 
from unrealistic expectations.59 Research results to date are mixed, with a recent 
positive uptrend:

 A meta-analysis encompassing 27 studies and 6,732 individuals revealed that • 
employee participation in the performance appraisal process was positively 
related to an employee’s satisfaction with his or her performance review, per-
ceived value of the appraisal, motivation to improve performance after the 
review, and perceived fairness of the appraisal process.60

 Another meta-analysis of 86 studies involving 18,872 people demonstrated • 
that participation had a small statistically significant positive impact on job 
performance but only a moderate positive effect on job satisfaction.61

 Relative to work teams, a field study of 102 hotels in the United States re-• 
vealed that teams with empowering leadership tended to have more knowl-
edge sharing, a greater sense of team efficacy, and better performance.62

 A study of 164 New Zealand companies employing at least 100 people • 
found a positive correlation between high-involvement management prac-
tices and employee retention and company productivity.63

 A field study with 149 call center employees documented how “high-• 
 involvement work processes” more effectively boosted job performance (e.g., 
customer satisfaction), job satisfaction, and organizational commitment than 
did self-managed teams.64

 A study of 3,000 Canadian companies looked at the relationship between • 
employee empowerment and layoffs. Productivity tended to drop after a 
layoff in high-involvement workplaces, except when the commitment to em-
powerment was continued during and after the layoff.65

We believe empowerment has good promise if  managers go about it properly. 
Empowerment is a sweeping concept with many different definitions. Consequently, 
researchers use inconsistent measurements, and cause-effect relationships are 
fuzzy. Managers committed to the idea of employee empowerment need to follow 
the path of continuous improvement, learning from their successes and failures. 
Eight years of research with 10 “empowered” companies led Randolph to formu-
late the three-pronged empowerment plan in Figure 15–4.  Notice how open-book 
management and active information sharing are needed to build the necessary 
foundation of trust. Beyond that, clear goals and lots of relevant training are 
needed. Noting that the empowerment process can take several years to unfold, 
Randolph offered this perspective:

While the keys to empowerment may be easy to understand, they are hard to im-

plement. It takes tremendous courage to start sharing sensitive information. It takes 

true strength to build more structure just at the point when people want more 

freedom of action. It takes real growth to allow teams to take over the manage-

ment decision-making process. And above all, it takes perseverance to complete the 

empowerment process.66



Remember: Empowerment is not magic;

it consists of a few simple steps and a lot of persistence.

Create Autonomy

through Structure

• Create a clear vision and clarify the little pictures.

• Create new decision-making rules that support 

 empowerment.   

• Clarify goals and roles collaboratively.

• Establish new empowering performance management

 processes.

• Use heavy doses of training.

Let Teams Become

the Hierarchy

• Provide direction and training for new skills.

• Provide encouragement and support for change.

• Gradually have managers let go of control.

• Work through the leadership vacuum stage.

• Acknowledge the fear factor.

Share Information

• Share company performance information.

• Help people understand the business.

• Build trust through sharing sensitive information.

• Create self-monitoring possibilities.  

The Empowerment Plan
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Organizational Politics 
and Impression Management 

Most students of  OB find the study of organizational politics intriguing. Perhaps 
this topic owes its appeal to the antics of  Hollywood’s corporate villains and 
TV shows like The Office.67 As we will see, however, organizational politics in-
cludes, but is certainly not limited to, dirty deal-
ing. Organizational politics is an ever-present and 
sometimes annoying feature of  modern work life. 
“Executives say that they spend 19% of their time 
dealing with political infighting with their staffs, 
according to a survey by OfficeTeam, a staffing 
services firm.”68 One expert recently observed, 
“Many ‘new economy’ companies use the acro-
nym ‘WOMBAT’—or waste of  money, brains, 
and time—to describe office politics.”69 On the 
other hand, organizational politics can be a posi-
tive force in modern work organizations. Skillful 
and well-timed politics can help you get your 
point across, neutralize resistance to a key project, 
land a choice job assignment, or simply get the 
job done.

A recent Accountemps survey asked 572 
workers, “How do you deal with office politics?” 

LO.6 to the point
How can 
organizational 
politics and 
impression 
management 
be kept on a 
positive track?

Figure 15 – 4 Randolph’s Empowerment Model

SOURCE: W A Randolph, “Navigating the Journey to Empowerment,” Organizational Dynamics, Vol. 24, No. 3, p 46, © 1997, with permission 

from Elsevier. 

 Characters  Michael Scott (Steve Carell) and Dwight Schrute 

(Rainn Wilson) of The Office frequently engage in office poli-

tics that quickly get out of hand. But when real life imitates 

art, it’s not always so funny.
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A majority (54%) chose the response “Know what’s going on but do not part-
icipate,” while 16% said “Participate directly” and 29% said they would not par-
ticipate.70 It’s knowing how “the game” is played that really counts.71 Actively 
playing politics at work is a matter of personal preference and ethics. Bill Fox, a 
manager at a New Jersey firm, offers this practical analogy:

 Just like in judo, where you use your opponent’s momentum against them, in bureau-

cracies if you learn the system you can use it against the bureaucrats. For example, very 

often bureaucratic requirements are more about form than substance. So as long as 

you fill out the proper paperwork, dot the i’s, and cross the t’s, you can get what you 

want approved; your request complied with the bureaucrats’ system and that’s their 

primary concern.72 

To that end, 32% of 3,447 middle and senior managers responding to an Internet 
survey said they needed coaching in how to be more politically savvy at work.73

We explore this important and interesting area by (1) defining the term organi-
zational politics, (2) identifying three levels of political action, (3) discussing eight 
specific political tactics, (4) considering a related area called impression manage-
ment, and (5) examining relevant research and practical implications.

Definition and Domain of Organizational Politics
“Organizational politics involves intentional acts of influence to enhance or pro-
tect the self-interest of individuals or groups.”74 An emphasis on self-interest 
 distinguishes this form of social influence. Managers are constantly challenged to 
achieve a workable balance between employees’ self-interests and organizational 
interests, as discussed at the beginning of this chapter. When a proper balance ex-
ists, the pursuit of self-interest may serve the organization’s interests. Political be-
havior becomes a negative force when self-interests erode or defeat organizational 
interests. For example, researchers have documented the political tactic of filtering 
and distorting information flowing up to the boss. This self-serving practice put 
the reporting employees in the best possible light.75

Uncertainty Triggers Political Behavior Political maneuvering is 
triggered primarily by uncertainty. Five common sources of uncertainty within 
organizations are

Unclear objectives.1. 

Vague performance measures.2. 

Ill-defined decision processes.3. 

Strong individual or group competition.4. 76

Any type of change.5. 

Regarding this last source of uncertainty, organization development specialist 
Anthony Raia noted, “Whatever we attempt to change, the political subsystem 

Organizational 
politics

Intentional 
enhancement of 

self-interest.

go to the Web for the Self-Exercise:  How Political Are You?



Distinguishing Characteristics

Network

level

Coalition

level

Individual

level

Cooperative pursuit of 

general self-interests 

 

Cooperative pursuit of 

group interests in

specific issues 

 

Individual pursuit of

general self-interests 

 

 Chapter Fifteen   Infl uence, Empowerment, and Politics 453

becomes active. Vested interests are almost always at stake and the distribution of 
power is challenged.”77

Thus, we would expect a field sales representative, striving to achieve an 
assigned quota, to be less political than a management trainee working on a 
variety of  projects. While some management trainees stake their career suc-
cess on hard work, competence, and a bit of  luck, many do not. These people 
attempt to gain a competitive edge through some combination of  the political 
tactics discussed below. Meanwhile, the salesperson’s performance is measured 
in actual sales, not in terms of  being friends with the boss or taking credit for 
others’ work. Thus, the management trainee would tend to be more political 
than the field salesperson because of  greater uncertainty about management’s 
expectations.

Because employees generally experience greater uncertainty during the 
earlier stages of  their careers, are junior employees more political than more 
senior ones? The answer is yes, according to a survey of  243 employed adults 
in upstate New York. In fact, one senior employee nearing retirement told the 
researcher: “I used to play political games when I was younger. Now I just do 
my job.”78

Three Levels of Political Action Although much political  maneuvering 
occurs at the individual level, it also can involve group or collective ac-
tion. Figure 15–5 illustrates three different levels of political action: the individual 
level, the coalition level, and the network level.79  Each level has its distinguishing 
characteristics. At the individual level, personal self-interests are pursued by the 
individual. The political aspects of coalitions and networks are not so obvious, 
however.

People with a common interest can become a political coalition by fitting 
the following definition. In an organizational context, a coalition is an infor-
mal group bound together by the active pursuit of  a single issue. Coalitions 
may or may not coincide with formal group membership. When the target 
issue is resolved (a sexual-harassing supervisor is fired, for example), the coali-
tion disbands. Experts note that political coalitions have “fuzzy boundaries,” 
meaning they are fluid in membership, flexible in structure, and temporary in 
duration.

Coalition

Temporary 
groupings of people 
who actively pursue 
a single issue.

Figure 15–5  Levels of Political Action in Organizations
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Coalitions are a potent political force in organizations. Consider the situ-
ation Charles J Bradshaw faced in a finance committee meeting at Transworld 
Corporation. Bradshaw, president of the company, opposed the chairman’s plan 
to acquire a $93 million nursing home company:

[  The senior vice president for finance] kicked off the meeting with a battery of facts 

and figures in support of the deal. “Within two or three minutes, I knew I had lost,” 

Bradshaw concedes. “No one was talking directly to me, but all statements addressed 

my opposition. I could tell there was a general agreement around the board table.” . . .

Then the vote was taken. Five hands went up. Only Bradshaw voted no.80

After the meeting, Bradshaw resigned his $530,000-a-year position, without as 
much as a handshake or good-bye from the chairman. In Bradshaw’s case, the fi-
nance committee was a formal group that temporarily became a political coalition 
aimed at sealing his fate at Transworld. In recent years, coalitions on the corporate 
boards of Home Depot, Computer Associates, and Hewlett-Packard ousted the 
heads of those giant companies.

A third level of political action involves networks.81 Unlike coalitions, which 
pivot on specific issues, networks are loose associations of individuals seeking so-
cial support for their general self-interests. Politically, networks are people ori-
ented, while coalitions are issue oriented. Networks have broader and longer term 
agendas than do coalitions. For instance, Avon’s Hispanic employees have built a 
network to enhance the members’ career opportunities.82

Political Tactics
Anyone who has worked in an organization has firsthand knowledge of blatant 
politicking. Blaming someone else for your mistake is an obvious political ploy. 
But other political tactics are more subtle. Researchers have identified a range of 
political behavior.

One landmark study, involving in-depth interviews with 87 managers from 
30 electronics companies in southern California, identified eight political tactics. 
Top-, middle-, and low-level managers were represented about equally in the sam-
ple. According to the researchers: “Respondents were asked to describe organi-
zational political tactics and personal characteristics of effective political actors 
based upon their accumulated experience in all organizations in which they had 
worked.”83 Listed in descending order of occurrence, the eight political tactics that 
emerged were

Attacking or blaming others.1. 

Using information as a political tool.2. 

Creating a favorable image. (Also known as 3. impression management.)

Developing a base of support.4. 

Praising others (ingratiation).5. 

Forming power coalitions with strong allies.6. 

Associating with influential people.7. 

Creating obligations (reciprocity).8. 

Table 15–1 describes these political tactics and indicates how often each reportedly 
was used by the interviewed managers. 
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The researchers distinguished between reactive and proactive political tactics. 
Some of the tactics, such as scapegoating, were reactive because the intent was to 
defend one’s self-interest. Other tactics, such as developing a base of support, were 
proactive because they sought to promote the individual’s self-interest.

What is your attitude toward organizational politics? How often do you rely on 
the various tactics in Table 15–1? You can get a general indication of your  political 
tendencies by comparing your behavior with the characteristics in Table 15–2.  
Would you characterize yourself  as politically naive, politically sensible, or a po-
litical shark? How do you think others view your political actions? What are the 
career, friendship, and ethical implications of your political tendencies?84

Impression Management

Impression management is defined as “the process by which people attempt to con-
trol or manipulate the reactions of others to images of themselves or their ideas.”85 

LO.7
Impression 
management

Getting others to 
see us in a certain 
manner.

Table 15 –1 Eight Common Political Tactics in Organizations

POLITICAL TACTIC
PERCENTAGE OF MANAGERS

MENTIONING TACTIC BRIEF DESCRIPTION OF TACTIC

1. Attacking or blaming others 54% Used to avoid or minimize association with 

  failure. Reactive when scapegoating 

is involved. Proactive when goal is to 

reduce competition for limited resources.

2.  Using information as a 

 political tool

54 Involves the purposeful withholding or 

  distortion of information. Obscuring an 

unfavorable situation by overwhelming 

superiors with information.

3.  Creating a favorable image 

(impression management)

53 Dressing/grooming for success.   Adhering to 

  organizational norms and drawing atten-

tion to one’s successes and influence. 

Taking credit for others’ accomplishments.

4. Developing a base of support 37 Getting prior support for a decision. 

  Building others’ commitment to a deci-

sion through participation.

5. Praising others (ingratiation) 25  Making influential people feel good (“apple 

 polishing”).

6.  Forming power coalitions with 

strong allies

25 Teaming up with powerful people who can 

 get results.

7.  Associating with influential 

people

24 Building a support network both inside and 

 outside the organization.

8.  Creating obligations 

( reciprocity)

13 Creating social debts (“I did you a favor, so 

 you owe me a favor”).

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, Fall 1979, pp 77–83.
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This encompasses how one talks, behaves, and looks. Most impression manage-
ment attempts are directed at making a good impression on relevant others. But, 
as we will see, some employees strive to make a bad impression. For purposes of 
conceptual clarity, we will focus on upward impression management (trying to im-
press one’s immediate supervisor) because it is most relevant for managers. Still, it 
is good to remember that anyone can be the intended target of impression manage-
ment. Parents, teachers, peers, voters, employees, and customers are all fair game 
when it comes to managing the impressions of others.

Table 15 – 2 Are You Politically Naive, Politically Sensible, or a Political Shark?

CHARACTERISTICS NAIVE SENSIBLE SHARKS

Underlying attitude Politics is unpleasant. Politics is necessary. Politics is an opportunity.

Intent Avoid at all costs. Further departmental goals. Self-serving and predatory.

Techniques Tell it like it is. Network; expand connections; 

  use system to give and 

receive favors.

Manipulate; use fraud and 

 deceit when necessary.

Favorite tactics None—the truth 

 will win out.

Negotiate, bargain. Bully; misuse information; 

  cultivate and use 

“friends” and other 

 contacts.

SOURCE: From J K Pinto and O P Kharbanda, “Lessons for an Accidental Profession,” Business Horizons, Vol. 38, No. 2, p 45, © 1995, 

with permission from Elsevier.

A Conceptual Crossroads Impression management is an interesting 
 conceptual crossroads involving self-monitoring, attribution theory, and orga-
nizational politics.86 Perhaps this explains why impression management has got-
ten active research attention in recent years. High self-monitoring employees 
(“chameleons” who adjust to their surroundings) are likely to be more inclined 
to engage in impression management than would low self-monitors.87 Impression 
management also  involves the systematic manipulation of attributions. For ex-
ample, a bank president will look good if  the board of directors is encouraged to 
attribute organizational successes to her efforts and attribute problems and fail-
ures to factors beyond her control. Impression management definitely fits into the 
realm of organizational politics because of an overriding focus on furthering one’s 
 self-interests.

Making a Good Impression If  you “dress for success,” project an up-
beat attitude at all times, and have polished a 15-second elevator speech for top 
executives, you are engaging in favorable impression management—particularly 
so if  your motive is to improve your lot in life. Is it all worth the effort? In a 
survey of  2,198 employees, 56% said dressing for success paid off; 44% said 

go to the Web for the Group Exercise:  You Make Me Feel So Good!
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no.88 Too close to call. There are 
questionable ways to create a good 
impression, as well. For instance, 
Stewart Friedman, director of 
the University of  Pennsylvania’s 
Leadership Program, offered this 
gem:

 Last year, I was doing some work with 

a large bank. The people there told 

me a story that astounded me: After 

7 PM, people would open the door to 

their office, drape a spare jacket on the 

back of their chair, lay a set of glasses 

down on some reading material 

on their desk—and then go home for 

the night. The point of this elaborate 

gesture was to create the illusion that 

they were just out grabbing dinner 

and would be returning to burn the 

midnight  oil.89 

 Impression management can easily 
stray into unethical territory.

A statistical factor analysis of 
the influence attempts reported by 
a sample of 84 bank employees (including 74 women) identified three categories 
of favorable upward impression management tactics.90 Favorable upward impres-
sion management tactics can be job-focused (manipulating information about 
one’s job performance), supervisor-focused (praising and doing favors for one’s 
supervisor), and self-focused (presenting oneself  as a polite and nice person). A 
moderate amount of upward impression management is a necessity for the aver-
age employee today (see the Real World/Real People  feature on page 458). Too 
little, and busy managers are liable to overlook some of your valuable contribu-
tions when they make job assignment, pay, and promotion decisions. Too much, 
and you run the risk of being branded a“schmoozer,” a “phony,” and other unflat-
tering things by your coworkers. Excessive flattery and ingratiation can backfire 
by embarrassing the target person and damaging one’s credibility. Also, the risk of 
unintended insult is very high when impression management tactics cross gender, 
racial, ethnic, and cultural lines. International management experts warn

[t]he impression management tactic is only as effective as its correlation to accepted 

norms about behavioral presentation. In other words, slapping a Japanese subordinate 

on the back with a rousing “Good work, Hiro!” will not create the desired impression 

in Hiro’s mind that the expatriate intended. In fact, the behavior will likely create the 

opposite impression.91 

Making a Poor Impression At first glance, the idea of consciously try-
ing to make a bad impression in the workplace seems absurd. But an interesting 
new line of impression management research has uncovered both motives and 
tactics for making oneself  look bad. In a survey of the work experiences of busi-
ness students at a large northwestern US university, more than half  “reported 

SOURCE: Harvard Business Review, November 2008, p 14.
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witnessing a case of someone intentionally looking bad at work.”92 Why? Four 
motives came out of the study:

(1) Avoidance: Employee seeks to avoid additional work, stress, burnout, or an unwanted 

transfer or promotion. (2) Obtain concrete rewards: Employee seeks to obtain a pay raise 

or a desired transfer, promotion, or demotion. (3) Exit: Employee seeks to get laid off, 

fired, or suspended, and perhaps also to collect unemployment or workers’ compensa-

tion. (4) Power: Employee seeks to control, manipulate, or intimidate others, get revenge, 

or make someone else look bad.93

Within the context of these motives, unfavorable upward impression management 
makes sense.

Five unfavorable upward impression management tactics identified by the re-
searchers are as follows:

 • Decreasing performance—restricting productivity, making more mistakes 
than usual, lowering quality, neglecting tasks.

 • Not working to potential—pretending ignorance, having unused capabilities.

 • Withdrawing—being tardy, taking excessive breaks, faking illness.

 • Displaying a bad attitude—complaining, getting upset and angry, acting 
strangely, not getting along with coworkers.

 • Broadcasting limitations—letting coworkers know about one’s physical prob-
lems and mistakes, both verbally and nonverbally.94

The Wall Street Journal’s Jared Sandberg explains what he calls “strategic 
 incompetence”:

Strategic incompetence isn’t about having a strategy that fails, but a failure that suc-

ceeds. It almost always works to deflect work one doesn’t want to do—without 

Mark Hurd, CEO, Hewlett-Packard

Nine years after starting at NCR, I moved to a head-

office job in Dayton in 1988. An NCR executive was 

giving a presentation; he had great slides and an even 

better delivery. The CEO, Chuck Exley, listened to the 

entire presentation in his typically gracious, courteous 

manner. At the conclusion, he nodded and said some-

thing brief but profound: “Good story, but it’s hard to 

look smart with bad numbers.” And as I reflected on it, 

the presenter, articulate as he was, as good as his slides 

were, simply had bad numbers. 

 That comment has always stayed with me. You have 

to focus on the underlying substance. There’s just no 

way to disguise poor performance. I’ve tried to follow 

that advice throughout my career. Deliver good num-

bers and you earn the right for people to listen to you

How does this approach relate to manag-
ing organizational politics and impression 
management? 

SOURCE: As quoted in “The Best Advice I Ever Got,” Fortune, 

May 12, 2008, p 72.  

“It’s Hard to Look Smart with Bad Numbers”

REAL WORLD | real people 

When it comes to impression management, 

Hewlett-Packard’s CEO Mark Hurd learned to 

deliver numbers that really matter.
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ever having to admit it. For junior staffers, it’s a way of attaining power through 

powerlessness. For managers, it can juice their status by pretending to be incapable 

of lowly tasks.95

Recommended ways to manage employees who try to make a bad impression 
can be found throughout this book. They include more challenging work, greater 
autonomy, better feedback, supportive leadership, clear and reasonable goals, and 
a less stressful work setting.

Research Evidence on Organizational Politics 
and Impression Management
Field research involving employees in real organizations rather than students in 
contrived laboratory settings has yielded these useful insights:

 In a study of 514 nonacademic university employees in the southwestern • 
United States, white men had a greater understanding of organizational poli-
tics than did racial and ethnic minorities and white women. The researchers 
endorsed the practice of using mentors to help women and minorities de-
velop their political skills.96

 Another study of 68 women and 84 men employed by five different service • 
and industrial companies in the United States uncovered significant gender-
based insights about organizational politics. In what might be termed the 
battle of the sexes,

it was found that political behavior was perceived more favorably when it was 

performed against a target of the opposite gender. . . . Thus subjects of both 

sexes tend to relate to gender as a meaningful affiliation group. This finding pre-

sents a different picture from the one suggesting that women tend to accept male 

superiority at work and generally agree with sex stereotypes which are com-

monly discriminatory in nature.97

 In a survey of 172 team members in a large company’s research and devel-• 
opment unit, perceived higher levels of team politics were associated with 
lower organizational commitment, lower job satisfaction, poorer job perfor-
mance, and lower unit effectiveness.98

 When 250 British managers were recently polled about organizational • 
 politics, political maneuvering was found to be commonplace and back-
stabbing behavior reportedly triggered reciprocal back-stabbing. The re-
searchers further concluded:

 Most managers viewed political behavior as ethical and necessary, and aspects 

of organizational effectiveness, change, resourcing and reputation were attributed 

to political tactics, although 80% had no training in this area. Tactics experienced 

frequently included networking, using “key players” to support initiatives, making 

friends with power brokers, bending the rules, and self-promotion. Tactics experi-

enced as rare, but not unknown, included misinformation, spreading rumors, and 

keeping “dirt files” for blackmail.99  

The results of a cross-cultural laboratory study are noteworthy. A unique study 
of 38 Japanese Americans and 39 European Americans at the University of Utah 
showed how impression management can cause problems across cultures. Consistent 
with Japanese tradition, the Japanese Americans tended to publicly report their 
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Managing Organizational Politics
Organizational politics cannot be eliminated. A manager would be naive to expect 
such an outcome. But political maneuvering can and should be managed to keep it 
constructive and within reasonable bounds. Harvard’s Abraham Zaleznik put the 
issue this way: “People can focus their attention on only so many things. The more 
it lands on politics, the less energy—emotional and intellectual—is available to 
attend to the problems that fall under the heading of real work.”101 Measurable 
objectives are management’s first line of defense against counterproductive organi-
zational politics.

An individual’s degree of  politicalness is a matter of  personal values, ethics, 
and temperament. People who are either strictly nonpolitical or highly political 
generally pay a price for their behavior. The former may experience slow promo-
tions and feel left out, while the latter may run the risk of  being called self-serving 
and lose their credibility. People at both ends of  the political spectrum may be 
considered poor team players. A moderate amount of  prudent political behav-
ior generally is considered a survival tool in complex organizations. Meanwhile, 
managers are urged to follow the tips in Table 15–3 and everyone needs to follow 

LO.8

Table 15–3 How to Keep Organizational Politics within Reasonable Bounds

• Screen out overly political individuals at hiring time.

• Create an open-book management system.

•  Make sure every employee knows how the business works and has a personal line of sight to key results 

with corresponding measurable objectives for individual accountability.

•  Have nonfinancial people interpret periodic financial and accounting statements for all employees.

• Establish formal conflict resolution and grievance processes.

•  As an ethics filter, do only what you would feel comfortable doing on national television.

• Publicy recognize and reward people who get real results without political games.

SOURCE: Adapted in part from discussion in L B MacGregor Serven, The End of Office Politics as Usual (New York: American 

Management Association, 2002), pp 184–99.

job performance in a self-effacing (or modest) way, despite confiding in private that 
they had performed as well as the European Americans. This Japanese cultural ten-
dency toward understatement created a false impression for third-party European 
American evaluators (who were kept unaware of any cultural  distinctions). 
According to the researchers, “Japanese American participants were seen as less 
competent and less likeable than their European American counterparts because 
of their tendency to downplay their performance.”100 The old American expression 
“It pays to toot your own horn” appears to be as true as ever. Too much tooting, 
however, can brand one as arrogant, self-centered, and overbearing. This sort of 
delicate cultural balancing act makes cross-cultural dealings very challenging.

go to the Web for the Self-Exercise: How Much Do You Rely on Upward 
Impression Management Tactics?
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Summary of Key Concepts

Explain the concept of mutuality of interest.1.  Managers 

are constantly challenged to foster mutuality of interest 

(a win–win situation) between individual and organiza-

tional interests. Organization members need to actively 

cooperate with actual and potential adversaries for the 

common good.

Name at least three “soft” and two “hard” influence tac-2. 

tics, and summarize the practical lessons from influence 

research. Five soft influence tactics are rational persua-

sion, inspirational appeals, consultation, ingratiation, 

and personal appeals. They are more friendly and less 

coercive than the four hard influence tactics: exchange, 

coalition tactics, pressure, and legitimating tactics. Ac-

cording to research, soft tactics are better for generat-

ing commitment and are perceived as more fair than 

hard tactics. Ingratiation—making the boss feel good 

through compliments and being helpful—can slightly 

improve performance appraisal results and make the 

boss like you a lot more. Influence through domination 

is a poor strategy for both men and women. Influence 

is a complicated and situational process that needs to 

be undertaken with care, especially across cultures.

Identify and briefly describe French and Raven’s five 3. 

bases of power, and discuss the responsible use of power. 

French and Raven’s five bases of power are reward 

power (rewarding compliance), coercive power (punish-

ing noncompliance), legitimate power (relying on formal 

authority), expert power (providing needed informa-

tion), and referent power (relying on personal attrac-

tion). Responsible and ethical managers strive to use 

socialized power (primary concern is for others) rather 

than personalized power (primary concern for self). Re-

search found higher organizational commitment among 

employees with bosses who used uplifting power than 

among those with power-hungry bosses who relied on 

dominating power.

Define the term 4. empowerment, and explain why it is a 

matter of degree. Empowerment involves sharing varying 

degrees of power and decision-making authority with 

lower-level employees to tap their full potential. Empow-

erment is not an either–or, all-or-nothing proposition. 

It can range from merely consulting with employees, to 

having them actively participate in making decisions, 

to granting them decision-making authority through 

delegation.

Explain why delegation is the highest form of empower-5. 

ment, and discuss the connections among delegation, 

trust, and personal initiative. Delegation gives employ-

ees more than a participatory role in decision making. 

It allows them to make their own work-related deci-

sions. Managers tend to delegate to employees they 

trust. Employees can get managers to trust them by 

demonstrating personal initiative (going beyond for-

mal job requirements and being self-starters).

Define 6. organizational politics, and explain what triggers 

it. Organizational politics is defined as intentional acts 

of influence to enhance or protect the self-interests 

of individuals or groups. Uncertainty triggers most 

politicking in organizations. Political action occurs at 

individual, coalition, and network levels. Coalitions are 

informal, temporary, and single-issue alliances.

Distinguish between favorable and unfavorable impres-7. 

sion management tactics. Favorable upward impres-

sion management can be job-focused (manipulating 

information about one’s job performance), supervisor-

focused (praising or doing favors for the boss), or self-

focused (being polite and nice). Unfavorable upward 

impression management tactics include decreasing 

performance, not working to potential, withdraw-

ing, displaying a bad attitude, and broadcasting one’s 

limitations.

Explain how to manage organizational politics.8.  Since 

organizational politics cannot be eliminated, managers 

need to keep it within reasonable bounds. Measur-

able objectives for personal accountability are key. 

Participative management also helps, especially in 

the form of open-book management. Formal conflict 

resolution and grievance programs are helpful. Overly 

political people should not be hired, and employees 

who get results without playing political games should 

be publicly recognized and rewarded. The “how-

would-it-look-on-TV” ethics test can limit political 

maneuvering.

Irene Rosenfeld’s lead.  The Brooklyn-born CEO of  Kraft says this is the best 
advice she ever got:

Be yourself. All too often, particularly in a corporate environment, there’s a tendency 

to want to create a persona that’s perceived to be what people are looking for. The 

opportunity to bring your whole self to work every day is a powerful idea, an inspiring 

idea, and it’s a part of making one feel comfortable at a company.102
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Beyond Flextime: Trashing the Workweek103 

 For Linda Skoglund, getting a pedicure on a busy 
Tuesday afternoon was a career turning point. It ran 
against her Midwestern work ethic. And certainly, 
there was plenty of work piled up at J.A. Counter & 
Associates, the $2.5 million insurance and investment 
advisory firm she owns in New Richmond, Wisconsin. 
On the other hand, canceling her visit to the salon that 
day could have sent a bad message. It risked signaling to 
her 15 employees that they weren’t allowed to do what-
ever they wanted at any given time during work hours. 
And that would tank her plans to overhaul the work 
environment at J.A. Counter.

In recent years, profits had been sluggish, and the 
company was lagging 15 percent behind industry bench-
marks for revenue per employee. Skoglund had started 
doing more comprehensive performance reviews, in-
creased the company’s sales goals, cut expenses, and 
fired a couple of employees. Those adjustments boosted 
the bottom line slightly, but at a cost. “There were so 
many changes, it affected morale,” Skoglund says. “A lot 
of people feared for their jobs.” Not only that, she was 
constantly being forced to put out minor fires, which 
prevented her from focusing on sales. “I was tired of 
problems always ending up with management,” she says. 
“I wanted to move away from KinderCare.”

Finally, last spring, Skoglund decided to implement 
a new way of managing—a system known as a results-
only work environment, or ROWE. Now, J.A. Counter’s 
employees can leave the office whenever they please. 
They don’t have to tell anyone where they are going or 
why. If  an employee chooses to share the fact that he 
or she is taking the afternoon off  to go to a baseball 
game, no one’s allowed to make muttering comments 
about his or her work ethic. It’s no surprise that this 
system has boosted morale; perhaps more significant, 
Skoglund says it has improved productivity as well.

Of course, companies have been touting flexible work 
arrangements for years. At most businesses, however, 
freedom has a limit: It’s allowed only a couple of days 
a week or only for certain employees. But Cali Ressler 

and Jody Thompson, the two women who developed 
ROWE, say the system doesn’t work unless it works for 
everyone—even the assistants, secretaries, and recep-
tionists who have traditionally been at the mercy of a 
boss. Ressler and Thompson came up with the idea for 
ROWE while they were working in the HR department 
at electronics giant Best Buy, which wound up offering it 
to 3,000 employees at its corporate headquarters. . . .[In 
2008], Ressler and Thompson left Best Buy and ventured 
out on their own as consultants and authors of the re-
cently published book Why Work Sucks and How to Fix 
It. So far, they have worked with a few small companies, 
including J.A. Counter, and the results have been sur-
prising. Changing the entire philosophy of work at cor-
porate behemoth Best Buy was hard enough; at smaller 
companies, the two have found, it can be even harder.

That’s because at small companies, employees are 
more likely to wear many hats—at J.A. Counter, for ex-
ample, one person is in charge of HR, accounting, and 
IT. Employees who play so many roles are more hesi-
tant about leaving the office, and their bosses are more 
reluctant to let them go. Plus, smaller companies often 
don’t have well-defined job descriptions, so it’s difficult 
to judge whether employees are doing their jobs if  they 
are not spending every day in the office. And when an 
employee in Best Buy’s IT department takes the after-
noon off, another one can cover for him or her. Not so 
at a company filled with one-person departments.

Many of Skoglund’s employees were skeptical when 
she announced the move to ROWE. “I’ll believe it when 
I see it,” said financial adviser Matt Radintz. Then the 
kicker: “What about Judy?”

Judy Wentlandt is J.A. Counter’s receptionist. The 
team could readily imagine the salespeople—many 
of whom already had flexible schedules—moving to 
ROWE. But a receptionist? Skoglund was adamant—
yes, the receptionist. She wasn’t sure just how it would 
work; she told her staff  members to figure it out. Two 
weeks later, they came back with a simple plan. When 
Wentlandt gave advance notice that she would be at 

OB in Action Case Study 
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It can be hard to get people to face the truth sometimes. 
Especially about lying.

You don’t want your kids to eat too much, so you say 
all the cookies are gone.

You don’t feel like going out, so you tell your date 
something important came up.

You’re overloaded with errands, so you call in sick.
Lies, all of them, but we don’t really like calling them 

that. In an Associated Press-Ipsos poll, more than half  
of respondents said lying was never justified. Yet in the 
same poll, up to two-thirds said it was OK to lie in cer-
tain situations, like protecting someone’s feelings.

Apparently white lies are an acceptable, even neces-
sary, part of many lives, even though we dislike the idea 
of lying. . . .

Among the groups more likely to say lying was some-
times OK: people ages 18–29, college graduates and 
those with higher household incomes.104 

When, If Ever, Is It Ethical for a Manager 
to Lie? Explain Your Moral Reasoning.

Never. A lie is a lie and it is immoral to deceive oth-1. 

ers, especially those for whom you are responsible.

Harmless “white lies” are okay when used to  protect 2. 

people’s feelings. “Say, how do you like my new 
haircut?” “Do I look like I’ve gained some weight?”

True, it’s wrong to lie. But life isn’t perfect, so the 3. 

truth needs to be bent a little bit sometimes. (When, 
and in what situations, exactly?)

Get real. Everyone lies one time or another. The 4. 

trick is to do it skillfully and not overdo it.

A harmless white lie now and then is okay, but care 5. 

needs to be taken because any sort of lying damages 
a manager’s credibility.

Invent other options. Discuss.6. 

You Say You Never Lie? That’s Probably a Lie!

Ethical Dilemma

home or off-site, volunteers would be asked to fill the 
receptionist’s role.

New technology allows all employees to view their 
desktop from any station in the office. The company 
is considering installing a new phone system that will 
allow Wentlandt to answer phones from off-site loca-
tions, giving her even more flexibility. “I don’t have the 
spontaneity that everyone else has,” Wentlandt says. 
“But if  I need coverage, I get it.” She has left work to 
take her grandson to a museum and to attend her fa-
ther’s birthday party. Before, she would have had to take 
vacation time or skip those events. . . .

But the shift to ROWE has forced J.A. Counter’s 
managers to focus more on outcomes than on hours. 
Before moving to the new system, each manager met 
with his or her direct reports and wrote out detailed 
job descriptions, with expectations and measurements. 
Now, Mehls says, J.A. Counter’s employees are like 
“mini-entrepreneurs,” managing their own schedules 

and focusing on delivering results instead of just pulling 
in a paycheck.

Questions for Discussion
What influence tactics and power bases are evident 1. 

in this case? Explain.

Where would you plot J.A. Counter’s ROWE pro-2. 

gram on the empowerment grid in Figure 15–2? 
Explain.

Has employee empowerment been taken too far in 3. 

this case? Explain.

What impact do you expect the ROWE program 4. 

to have on organizational politics at J.A. Counter? 
Explain.

What are your own feelings about the ROWE con-5. 

cept? Would you like to work in such an unstruc-
tured situation? Explain why or why not.

For study material and exercises that apply to this chapter, visit our Web 

site, www.mhhe.com/kreitner 

Web Resources



Chapter 16
Leadership

When you finish studying the material in this chapter, you should be able to:

Define the term leadership, and explain the difference between leading 
and managing.

Review trait theory research and the takeaways from this theoretical 
perspective.

Explain behavioral styles theory and its takeaways.

Explain, according to Fiedler’s contingency model, how leadership style 
interacts with situational control, and discuss the takeaways from this 
model.

Discuss House’s revised path–goal theory and its practical takeaways.

Describe the difference between laissez-faire, transactional, and 
transformational leadership.

Discuss how transformational leadership transforms followers and work 
groups.

Explain the leader–member exchange model of leadership. 

Review the concept of shared leadership and the principles of servant-
leadership.

Describe the follower’s role in the leadership process.

LO.1

LO.2

LO.3

LO.4

LO.5

LO.6

LO.7

LO.8

LO.9

LO.10

LEARNING OBJECTIVES



Student Resources for Studying Chapter 16

The Web site for your text includes resources that will help you master the concepts in this chapter. 
As you read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, • 

and discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

Despite layoffs and recession-starved budgets, many 

employers are investing in leadership-development 

programs, hoping not to be caught short of strong 

managers when the economy recovers.

Identifying and grooming leaders is important 

in good times, says Bret Furio, senior vice president 

of consumer lifestyle for Philips Electronics North 

America. “In times of crisis when the economy is strug-

gling,” he adds, “it’s imperative.”

Like many companies Philips Electronics NV is trim-

ming its training budget this year.  A December survey of 

117 large US companies by Watson Wyatt Worldwide 

Inc. found 23% of respondents had recently cut training 

programs, and another 18% planned to do so this year.

But Philips will offer its annual Inspire program for 

30 high-potential employees, stressing subjects such as 

business strategy and personal leadership. Participants 

are assigned to teams to work on a business project. 

Mr. Furio reasons that investing in leadership devel-

opment will help Philips through the recession and 

 recovery. . . .

Philips is typical of many companies, according to 

Bersin & Associates, a research firm that studies cor-

porate training. Bersin estimates that companies cut 

overall training budgets by 11% last year and projects 

another decline this year, based on a recent survey of 

human-resources executives. President Josh Bersin 

says the deepest cuts are in training for “soft skills’ 

such as communicating with co-workers and conduct-

ing meetings. He says leadership development is taking 

a growing share of training budgets.

Yaarit Silverstone, global managing director for the 

organizational-effectiveness practice at consulting firm 

Accenture Ltd., says the emphasis on leadership devel-

opment is a departure from the past. Ms. Silverstone 

says companies historically cut leadership-development 

programs during downturns, but the moves backfired, 

prompting midlevel managers and top performers to 

leave when the company recovered. Now, she says, ex-

ecutives believe that without capable managers, “their 

ability to come through (the recession) in a healthy 

fashion is diminished.”

Consider Estee Lauder Cos. The New York cosmet-

ics maker Thursday reported lower sales and profit for 

  Philips Electronics may be cutting their training budgets, 

but they are still selecting the highest potential employ-

ees for leadership development.
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The chapter opening vignette highlights that organizations such as Philips 
Electronics and Estee Lauder understand the value of leadership development 
during bad economic conditions. This investment has two benefits. First, leader-
ship development enhances a company’s leadership capabilities to deal with the 
current recession. Second, leadership development positions organizations for 
success once the economy turns around.2 In support of this conclusion, OB re-
searchers have discovered that leaders can make a difference. 

One study, for instance, revealed that leadership was positively associated with 
net profits from 167 companies over a time span of 20 years.3 Research also showed 
that a coach’s leadership skills affected the success of his or her team. Specifically, 
teams in both major league baseball and college basketball won more games when 
players perceived the coach to be an effective leader. A more recent study further 
demonstrated that improvements in leadership within bank branches were associ-
ated with improvements in customer satisfaction.4 Oppositely, bad leadership has 
negative effects on employees and customers. For example, a Swedish study found 
that employees had higher rates of angina, heart attacks, and death when they 
perceived that their managers were incompetent.5 Rest assured, leadership makes 
a difference.

After formally defining the term leadership, this chapter focuses on the fol-
lowing areas: (1) trait and behavioral approaches to leadership, (2) alternative 
situational theories of leadership, (3) the full-range theory of leadership, and 
(4) additional perspectives on leadership. Because there are many different leader-
ship theories within each of these areas, it is impossible to discuss them all. This 
chapter reviews those theories with the most research support.

What Does Leadership Involve? 
Because the topic of leadership has fascinated people for centuries, definitions 
abound. This section presents a definition of leadership, reviews the different ap-
proaches or perspectives used to study leadership, and highlights the similarities 
and differences between leading and managing.

Leadership Defined
Disagreement about the definition of leadership stems from the fact that it involves 
a complex interaction among the leader, the followers, and the situation. For exam-
ple, some researchers define leadership in terms of personality and physical traits, 
while others believe leadership is represented by a set of prescribed behaviors. In 
contrast, other researchers define leadership in terms of the power relationship 

LO.1to the point
What is the 
difference 
between 
leading and 
managing? 

the period ended Dec. 31, and said it would eliminate 

2,000 jobs over the next two years, but Lauder is con-

tinuing its leadership-development programs, albeit 

more cheaply. Lauder typically sends 120 executives 

to a two-or-three-week summer program at Vassar 

College. This year, it plans to send 60, for one week. 

In all its leadership programs, Lauder will emphasize 

innovation and managing change in volatile business 

conditions.1

FOR DISCUSSION

How can companies justify spending money on 

leadership development when they are laying off 

other employees? 
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between leaders and followers. According to this perspective, leaders use their 
power to influence followers’ behavior. Leadership also can be seen as an instru-
ment of goal achievement. In other words, leaders are individuals who help others 
accomplish their goals. Still others view leadership from a skills perspective.

There are four commonalities among the many definitions of leadership: 
(1) leadership is a process between a leader and followers, (2) leadership involves 
social influence, (3) leadership occurs at multiple levels in an organization (at the 
individual level, for example, leadership involves mentoring, coaching, inspiring, 
and motivating; leaders also build teams, generate cohesion, and resolve conflicts 
at the group level; finally, leaders build culture and generate change at the orga-
nizational level), and (4) leadership focuses on goal accomplishment.6 Based on 
these commonalities, leadership is defined as “a process whereby an individual 
influences a group of individuals to achieve a common goal.”7 

There are two components of  leadership missing from the above definition: 
the moral and follower perspectives. Leadership is not a moral concept. History 
is filled with examples of  effective leaders who were killers, corrupt, and morally 
bankrupt. Barbara Kellerman, a leadership expert, commented on this notion 
by concluding, “Leaders are like the rest of  us: trustworthy and deceitful, cow-
ardly and brave, greedy and generous. To assume that all good leaders are good 
people is to be willfully blind to the reality of  the human condition, and it more 
severely limits our scope for becoming more effective at leadership.”8 The point 
is that good leaders develop a keen sense of  their strengths and weaknesses and 
build on their positive attributes.

Moreover, research on leadership has only recently begun to recognize that the 
expectations, attitudes, and behavior of followers also affect how well the presumed 
leader can lead. “Followership” is discussed in the last section of this chapter. 

Approaches to Leadership
Leadership is one of the most frequently investigated topics within the field of 
OB due to its importance to all organizations. As such, there are several different 
approaches or perspectives that have guided leadership research. While the popu-
larity of these approaches has changed over time, knowledge of each one provides 
you with a better understanding of how the leadership process unfolds.

This chapter examines the different leadership approaches outlined in 
Table 16–1.  OB researchers began their study of leadership in the early part of 
the 20th century by focusing on the traits associated with leadership effective-
ness. This perspective was followed by attempts in the 1950s and 1960s to exam-
ine the behaviors or styles exhibited by effective leaders. This research led to the 
realization that there is not one best style of leadership, which in turn spawned 
various contingency approaches to leadership in the 1960s and 70s. Contingency 
approaches focused on identifying the types of leadership behaviors that are most 
effective in different settings. The transformational approach is the most popular 
perspective for studying leadership today. Research based on this approach began 
in the early 1980s and adheres to the idea that leaders transform employees to pur-
sue organizational goals through a variety of leader behaviors. Finally, there are 
several emerging perspectives that examine leadership from new or novel points 
of view.

You would not believe how many different theories exist for each of these 
perspectives. There are literally a dozen or two. Moreover, the number of leader-
ship theories exponentially increases if  we count those proposed by managerial 

Leadership

Process whereby an 
individual influences 
others to achieve a 
common goal.
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Table 16 –1 Approaches to Studying Leadership

1. Trait Approaches

•  Stogdill and Mann’s five traits—intelligence, dominance, self-confidence, level 

of energy, and task-relevant knowledge.

•  Leadership prototypes—intelligence, masculinity, and dominance.

•  Kouzes and Posner’s four traits—honesty, forward-looking, inspiring, and 

competent.

•  Goleman—emotional intelligence.

•  Judge and colleagues—two meta-analyses: importance of extraversion, 

conscientiousness, and openness; importance of personality over intelligence.

•  Kellerman’s bad traits—incompetent, rigid, intemperate, callous, corrupt, 

 insular, and evil.

2. Behavioral Approaches

•  Ohio State studies—two dimensions: initiating structure behavior and 

consideration behavior.

•  University of Michigan studies—two leadership styles: job centered and 

employee centered.

3. Contingency Approaches

•  Fiedler’s contingency model—task-oriented style and relationship-oriented 

style; and three dimensions of situational control: leader–member relations, 

task structure, and position power.

•  House’s path–goal revised theory—eight leadership behaviors clarify paths 

for followers’ goals; and employee characteristics and environmental factors 

are contingency factors that influence the effectiveness of leadership 

behaviors.

4. Transformational Approach

•  Bass and Avolio’s four transformational leadership behaviors—inspirational 

motivation, idealized influence, indivualized consideration, and intellectual 

stimulation.

•  Full-range theory of leadership—leadership varies along a continuum from 

laissez-faire leadership to transactional leadership to transformational 

leadership.

5. Emerging Approaches

•  Leader–member exchange (LMX) model—dyadic relationships between 

 leaders and followers is critical.

•  Shared leadership—mutual influence process in which people share 

responsibility for leading. 

•  Greenleaf’s servant leadership—providing service to others, not oneself.

•  Role of followers in leadership process—followers manage the 

leader–follower relationship.

SOURCE: From A Kinicki and B Williams, Management :  A Practical Introduction, 4/e, p 440, McGraw-Hill, 

2009. Copyright © 2009 The McGraw-Hill Companies. Reprinted with permission.
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Table 16 –2 Characteristics of Being a Leader and a Manager

BEING A LEADER MEANS BEING A MANAGER MEANS

Motivating, influencing, and changing behavior. Practicing stewardship, directing and being held 

 accountable for resources.

Inspiring, setting the tone, and articulating a vision. Executing plans, implementing, and delivering the 

 goods and services.

Managing people. Managing resources.

Being charismatic. Being conscientious.

Being visionary. Planning, organizing, directing, and controlling.

Understanding and using power and influence. Understanding and using authority and responsibility.

Acting decisively. Acting responsibly.

Putting people first; the leader knows, responds to, 

 and acts for his or her followers.

Putting customers first; the manager knows, 

 responds to, and acts for his or her customers.

Leaders can make mistakes when

1.  They choose the wrong goal, direction or inspira-

tion, due to incompetence or bad intentions; or

2.  They overlead; or

3.  They are unable to deliver on, implement the 

vision due to incompetence or a lack of follow 

through commitment.

Managers can make mistakes when

1.  They fail to grasp the importance of people as 

the key resource; or

2.  They underlead; they treat people like other 

resources, numbers; or

3.  They are eager to direct and to control but are 

unwilling to accept accountability.

SOURCE: Reprinted from P Lorenzi, “Managing for the Common Good: Prosocial Leadership,” Organizational Dynamics, vol. 33, no. 3, 

p 286. © 2004, with permission from Elsevier.

consultants. Rather than overwhelm you with all these theories of leadership, we 
focus on the historical ones that have received the most research support. We also 
discuss emerging perspectives that appear to have academic and practical applica-
tion in the future. That said, we created a special learning module that contains 
descriptions of several leadership theories that are not covered in this chapter 
(see Learning Module C on the Web site for this book).

Leading versus Managing
It is important to appreciate the difference between leadership and management 
to fully understand what leadership is all about. Bernard Bass, a leadership expert, 
concluded that “leaders manage and managers lead, but the two activities are not 
synonymous.”9 Bass tells us that although leadership and management overlap, 
each entails a unique set of activities or functions. Broadly speaking, managers 
typically perform functions associated with planning, investigating, organizing, 
and control, and leaders deal with the interpersonal aspects of a manager’s job. 
Leaders inspire others, provide emotional support, and try to get employees to 
rally around a common goal. Leaders also play a key role in creating a vision and 
strategic plan for an organization. Managers, in turn, are charged with implement-
ing the vision and strategic plan. Table 16–2 summarizes the key characteristics 
associated with being a leader and a manager.10 
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There are several conclusions to be drawn from the information presented 
in Table 16–2. First, good leaders are not necessarily good managers, and good 
managers are not necessarily good leaders. Second, effective leadership requires 
effective managerial skills at some level. For example, JetBlue ex-CEO David 
Neeleman was let go because the company needed him to be more managerial and 
less entrepreneurial.11 Good managerial skills turn a leader’s vision into action-
able tasks and successful implementation. Both Carol Bartz, CEO of Yahoo, and 
Akio Toyoda, CEO of Toyota, endorsed this conclusion by noting that effective 
execution is a key driver of organizational success.12 Sergio Marchionne, CEO of 
Fiat Group, is a good example. He not only let go of people who would not adopt 
a more participative approach to leading, but he established very challenging per-
formance targets throughout the organization. Here is what he said about his ap-
proach toward execution in an interview for the Harvard Business Review: 

 “As I give people more responsibility, I also hold them more accountable. A leader 

who fails to meet an objective should suffer some consequences, but I don’t believe 

that failing to meet an objective is the end of the world. Markets and economies aren’t 

perfectly predictable, and in an organization this size, you can always offset a failure here 

with a success there. But if you want to grow leaders, you can’t let explanations and 

excuses become a way of life. . . . If you set what people think is an unrealistic target, you 

have to help them reach it. . . . Helping them doesn’t mean doing the job for them. . . . 

A lot of what I do is challenge assumptions—which often look like you’re asking stupid 

questions. That’s how we cut out time to market for the Cinquecento down from four 

years to just 18 months.”13 

All told then, organizational success requires a combination of effective leader-
ship and management. This in turn leads to the realization that today’s leaders 
need to be effective at both leading and managing. While this may seem like a 
daunting task, the good news is that a recent meta-analysis of leadership interven-
tions shows that people can be taught to be more effective leaders and managers 
(see the Real World/Real People feature on page 471).14 

Trait and Behavioral Theories 
of Leadership 

This section examines the two earliest approaches used to explain leadership. 
Trait theories focused on identifying the personal traits that differentiated leaders 
from followers. Behavioral theorists examined leadership from a different perspec-
tive. They tried to uncover the different kinds of leader behaviors that resulted in 
higher work group performance. Both approaches to leadership can teach current 
and future managers valuable lessons about leading.

LO.2to the point
What are the 
key trait and 
behavioral 
approaches 
to leadership 
and what are 
their major 
takeaways? 

go to the Web for the Self-Exercise: How Ready Are You to Assume 
the Leadership Role?
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AlliedBarton Leadership Boot Camp signaled a shift 

in how the company views and leads employees. It 

includes three stages. The first, “On-Ramp Preparation,” 

is a six-week process that includes a 360-degree lead-

ership analysis, personal coaching, and a virtual reality 

leadership video in which participants practice princi-

ples and skills. Another two assessments are delivered 

to understand the employee’s level of engagement. 

The multi-rater feedback establishes a baseline for 

performance. The second stage, “Residential,” includes 

three-and-a-half days in which participants engage 

with peers to build execution plans. The final phase, 

“On-the-Job Application,” occurs over a 16-week 

period, and includes on-the-job implementation of 

execution plans. Participants meet with direct reports, 

deliver a plan to engage employees, and complete the 

multi-rater survey.

 Following Boot Camp, account manager turnover 

was reduced from 32 percent to 21 percent. Financial 

impact as of July 31, 2007, was more than $2 million in 

turnover reduction savings.

Why is this program so successful?

SOURCE: Excerpted from “Best Practices & Outstanding Initiatives,” 

Training Magazine, February 2008, p 118.

 AlliedBarton Security Services’s Leadership Development 

Produces Positive Results

REAL WORLD | real people 

Trait Theory
Trait theory is the successor to what was called the “great man” theory of leader-
ship. This approach was based on the assumption that leaders such as Abraham 
Lincoln, Martin Luther King, or Jack Welch were born with some inborn abil-
ity to lead. In contrast, trait theorists believed that leadership traits were not in-
nate but could be developed through experience and learning. A leader trait is a 
physical or personality characteristic that can be used to differentiate leaders from 
 followers.

Before World War II, hundreds of studies were conducted to pinpoint the 
traits of successful leaders. Dozens of leadership traits were identified. During the 
postwar period, however, enthusiasm was replaced by widespread criticism. This 
section reviews a series of studies that provide a foundation for understanding 
leadership traits. We conclude by integrating results across the various studies and 
summarizing the practical recommendations of trait theory.

Stogdill’s and Mann’s Findings Ralph Stogdill in 1948 and Richard 
Mann in 1959 sought to summarize the impact of traits on leadership. Based on 
his review, Stogdill concluded that five traits tended to differentiate leaders from 
average followers: (1) intelligence, (2) dominance, (3) self-confidence, (4) level of 
energy and activity, and (5) task-relevant knowledge. Among the seven categories 
of personality traits examined by Mann, intelligence was the best predictor of 
leadership.15 Vikram Pandit, CEO of Citigroup, is a good example of an intelligent 
person who has risen through the corporate ranks. He has a PhD from Columbia 
University and is known for his analytical skills. “People who work with him ap-
pear universally to admire his thought processes, calling him ‘very smart’ to ‘bril-
liant.’ Sam Palmisano, CEO of IBM, says he’s often leaned on Pandit for strategic 
advice. ‘Vikram sees the big picture,’ Palmisano says.”16 Unfortunately, the overall 
pattern of research findings revealed that both Stogdill’s and Mann’s key traits did 
not accurately predict which individuals became leaders in organizations. People 
with these traits often remained followers.

Leader trait

Personal 
characteristic that 
differentiates leaders 
from followers.
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Implicit Leadership Theory (ILT) Implicit  leadership theory is based 
on the idea that people have beliefs about how leaders should behave and what 
they should do for their followers. These beliefs are summarized in what is 
called a leadership prototype.17 A leadership prototype is a mental representa-
tion of  the traits and behaviors that people believe are possessed by leaders. It is 
 important to understand the content of  leadership prototypes because we tend 
to perceive that someone is a leader when he or she exhibits traits or behaviors 
that are consistent with our prototypes (recall our discussion of  encoding and 
simplification in Chapter 7). We also tend to identify with leaders and evaluate 
them as more effective when they behave in prototypical ways. Robert Lord and his 
colleagues attempted to identify employees’ leadership prototypes by conducting 
a meta-analysis of past studies. Results demonstrated that people are perceived as 
leaders when they exhibit traits and behaviors associated with intelligence, mascu-
linity, and dominance.18 Other studies showed that leadership prototypes tend to 
be shared throughout an organization and are culturally based.19 In other words, 
leadership prototypes are influenced by national cultural values. Researchers have 
not yet identified a set of global leadership prototypes.  

Kouzes and Posner’s Research: Is Honesty the Most Critical 
Leadership Trait? James Kouzes and Barry Posner attempted to identify 
key leadership traits by asking the following open-ended question to more than 
20,000 people around the world: “What values (personal traits or characteristics) 
do you look for and admire in your superiors?” The top four traits included hon-
esty, forward-looking, inspiring, and competent.20 The researchers concluded that 
these four traits constitute a leader’s credibility. This research suggests that people 
want their leaders to be credible and to have a sense of direction. That said, our dis-
cussion in Chapter 3 revealed that an organization’s culture significantly influences 
the extent to which leaders encourage and reinforce integrity at work. Credibility 
is enhanced by honestly communicating with others and by taking responsibility 
for one’s mistakes or problems. Lego CEO Jørgen Vig Knudstorp believes that 
this is even more important during a turnaround or crisis.21 US President Barack 
Obama followed this advice when he encountered problems with his nomination 
of Tom Daschle as secretary of Health and Human Services; Daschle failed to pay 

over $100,000 in taxes on time. 

 Mr. Obama admitted to mistakes in handling the 

Daschle matter.  “I’m here on television saying I screwed 

up and that’s part of the era of responsibility,” he told 

NBC News. “Ultimately it’s important for this admin-

istration to send a message that there aren’t two sets 

of rules. You know, one for prominent people and one 

for ordinary folks who have to pay their taxes.”22

Goleman’s Research on Emotional 
Intelligence We discussed Daniel Goleman’s 
research on emotional intelligence in Chapter 5. 
Recall that emotional intelligence is the ability to 
manage oneself  and one’s relationships in ma-
ture and constructive ways: The six components 
of emotional intelligence are shown in Table 5–5. 
Given that leadership is an influence process 

Implicit 
leadership theory

Perceptual theory 
in which prototypes 
determine traits of 

effective leaders.

Leadership 
prototype

Mental 
representation 

of the traits and 
behaviors possessed 

by leaders.

Tom Daschle, standing behind President Obama, undercut 

his nomination for being on the president’s cabinet by failing 

to pay his taxes on time.   The president admitted on televi-

sion that he handled the Daschle case poorly.  
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between leaders and followers, it should come as no surprise that emotional intel-
ligence is predicted to be associated with leadership effectiveness. While Goleman 
contends he has evidence to support this conclusion, he has not published it in any 
academic journals or professional magazine. We agree with others who contend 
that there presently is not enough research published in OB journals to substanti-
ate the conclusion that emotional intelligence is significantly associated with lead-
ership effectiveness.23 

Judge’s Research: Is Personality More Important Than Intelligence? 
 Tim Judge and his colleagues completed two meta-analyses that bear on the subject 
of traits and leadership. The first examined the relationship among the Big Five 
personality traits (see Table 5–2 for a review of these traits) and leadership emer-
gence and effectiveness in 94 studies. Results revealed that extraversion was most 
consistently and positively related to both leadership emergence and effectiveness. 
Conscientiousness and openness to experience also were positively correlated with 
leadership effectiveness.24 Judge’s second meta-analysis involved 151 samples and 
demonstrated that intelligence was modestly related to leadership effectiveness. 
Judge concluded that personality is more important than intelligence when selecting 
leaders.25

Kellerman’s Research: What Traits Are Possessed by Bad Leaders?  
Thus far we have been discussing traits associated with “good leadership.” Barbara 
Kellerman believes this approach is limiting because it fails to recognize that “bad 
leadership” is related to “good leadership.” It also ignores the valuable insights 
that are gained by examining ineffective leaders. Kellerman thus set out to study 
hundreds of contemporary cases involving bad leadership and bad followers in 
search of the traits possessed by bad leaders. Her qualitative analysis uncovered 
seven key traits:26

 • Incompetent. The leader and at least some followers lack the will or skill 
(or both) to sustain effective action. With regard to at least one important 
leadership challenge, they do not create positive change. For example, James 
Cayne, former CEO of Bear Stearns, was reportedly off  playing golf  and 
bridge as the company collapsed.

 • Rigid. The leader and at least some followers are stiff  and unyielding. 
 Although they may be competent, they are unable or unwilling to adapt to 
new ideas, new information, or changing times. Richard Fuld, former CEO 
of Lehman Brothers, held firm to his belief  that Lehman was too big to fail.

 • Intemperate. The leader lacks self-control and is aided and abetted by fol-
lowers who are unwilling or unable effectively to intervene.

 • Callous. The leader and at least some followers are uncaring and unkind. 
Ignored or discounted are the needs, wants, and desires of most members 
of the group or organization, especially subordinates. Steve Jobs is known 
for parking his car in handicapped spaces and for being so callous that he 
brings employees to tears.

 • Corrupt. The leader and at least some followers lie, cheat, or steal. To a de-
gree that exceeds the norm, they put self-interest ahead of the public interest. 

 • Insular. The leader and at least some followers minimize or disregard 
the health and welfare of “the other,” that is, those outside the group or 
 organization for which they are directly responsible. Philip Schoonover, 
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former CEO of Circuit City, fired 3,400 of the most experienced employees 
because he felt they made too much money.

 • Evil. The leader and at least some followers commit atrocities. They use pain 
as an instrument of power. The harm done to men, women, and children is 
severe rather than slight. The harm can be physical, psychological, or both.27

Do you know leaders who possess any of these traits? Unfortunately, there are 
many examples. 

Gender and Leadership The increase of women in the workforce has 
generated much interest in understanding the similarities and differences in female 
and male leaders. Three separate meta-analyses and a series of studies conducted 
by consultants across the country uncovered the following differences: (1) Men 
and women were seen as displaying more task and social leadership, respectively;28 
(2) women used a more democratic or participative style than men, and men used 
a more autocratic and directive style than women;29 (3) men and women were 
equally assertive;30 and (4) women executives, when rated by their peers, manag-
ers, and direct reports, scored higher than their male counterparts on a variety 
of effec tiveness criteria.31

What Are the Takeaways from Trait Theory? We can no longer 
afford to ignore the implications of leadership traits. Traits play a central role 
in how we perceive leaders, and they ultimately impact leadership effectiveness. 
What can be learned from the previous research on traits? Integrating across past 
studies leads to the extended list of positive traits shown in Table 16–3.  This list, 
along with the negative traits identified by Kellerman, provides guidance regard-
ing the leadership traits you should attempt to cultivate if  you want to assume a 
leadership role. Personality tests, which were discussed in Chapter 5, and other 
trait assessments can be used to evaluate your strengths and weaknesses vis-à-vis 
these traits. Results can then be used to prepare a personal development plan.32 
We encourage you to use an executive coach in this process.

There are two organizational applications of trait theory. First, organizations 
may want to include personality and trait assessments into their selection and 

Table 16 – 3 Key Positive Leadership Traits

Task competence (intelligence, knowledge, problem-solving skills).

Interpersonal competence (ability to communicate, demonstrate caring and 

 empathy).

Intuition.

Traits of character (conscientiousness, discipline, moral reasoning, integrity, and 

 honesty).

Biophysical traits (physical fitness, hardiness, and energy level).

Personal traits (self-confidence, sociability, self-monitoring, extraversion, 

 self-regulating, and self-efficacy).

SOURCE: These traits were identified in B M Bass and R Bass, The Bass Handbook of Leadership (New 

York: Free Press, 2008), p 135.
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promotion processes. It is important to remember that this should only be done 
with valid measures of leadership traits. Second, management development pro-
grams can be used to enhance employees’ leadership traits. For example, both small 
and large companies such as EMC, Loews Hotels, and PricewaterhouseCoopers 
send targeted groups of managers to developmental programs that include man-
agement classes, coaching sessions, trait assessments, and stretch assignments.33 
Many companies also are using information technology to offer developmental 
classes online.34

Behavioral Styles Theory
This phase of leadership research began during World War II as part of an ef-
fort to develop better military leaders. It was an outgrowth of two events: the 
seeming inability of trait theory to explain leadership effectiveness and the human 
relations movement, an outgrowth of the Hawthorne studies. The thrust of early 
behavioral leadership theory was to focus on leader behavior, instead of on per-
sonality traits. It was believed that leader behavior directly affected work group ef-
fectiveness. This led researchers to identify patterns of behavior (called leadership 
styles) that enabled leaders to effectively influence others.

The Ohio State Studies Researchers at Ohio State University began by 
generating a list of behaviors exhibited by leaders. At one point, the list contained 
1,800 statements that described nine categories of leader behavior. Ultimately, the 
Ohio State researchers concluded there were only two independent dimensions 
of leader behavior: consideration and initiating structure. Consideration involves 
leader behavior associated with creating mutual respect or trust and focuses on a 
concern for group members’ needs and desires. Initiating structure is leader behav-
ior that organizes and defines what group members should be doing to maximize 
output. These two dimensions of leader behavior were oriented at right angles to 
yield four behavioral styles of leadership (see Figure 16–1). 

LO.3

Consideration

Creating mutual 
respect and trust 
with followers.

Initiating 
structure

Organizing and 
defining what group 
members should be 
doing.

Figure 16 –1 Four Leadership Styles Derived from the Ohio State Studies
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It initially was hypothesized that a high-structure, high-consideration style 
would be the one best style of  leadership. Through the years, the effectiveness 
of  the high-high style has been tested many times.35 Overall, results have been 
mixed and there has been very little research about these leader behaviors until 
just recently. Findings from a 2004 meta-analysis of  130 studies and more than 
20,000 individuals demonstrated that consideration and initiating structure had 
a moderately strong, significant relationship with leadership outcomes. Results 
revealed that followers performed more effectively for structuring leaders even 
though they preferred considerate leaders.36 All told, results do not support the 
idea that there is one best style of  leadership, but they do confirm the importance 
of  considerate and structuring leader behaviors. Follower satisfaction, motiva-
tion, and performance are significantly associated with these two leader behav-
iors. Future research is needed to incorporate them into more contemporary 
leadership theories.

University of Michigan Studies As in the Ohio State studies, this re-
search sought to identify behavioral differences between effective and ineffective 
leaders. Researchers identified two different styles of leadership: one was employee 
centered; the other was job centered. These behavioral styles parallel the consid-
eration and initiating-structure styles identified by the Ohio State group. In sum-
marizing the results from these studies, one management expert concluded that 
effective leaders (1) tend to have supportive or employee-centered relationships 
with employees, (2) use group rather than individual methods of supervision, and 
(3) set high performance goals.37

What Are the Takeaways from Behavioral Styles Theory? By 
emphasizing leader behavior, something that is learned, the behavioral style ap-
proach makes it clear that leaders are made, not born. This is the opposite of the 
trait theorists’ traditional assumption. Given what we know about behavior shap-
ing and model-based training, leader  behaviors can be systematically improved 
and developed.38

Behavioral styles research also revealed that there is no one best style of lead-
ership. The effectiveness of a particular leadership style depends on the situation 
at hand. For instance, employees prefer structure over consideration when faced 
with role ambiguity. Finally, research also reveals that it is important to consider 
the difference between how frequently and how effectively managers exhibit vari-
ous leader behaviors. For example, a manager might ineffectively display a lot of 
considerate leader behaviors. Such a style is likely to frustrate employees and pos-
sibly result in lowered job satisfaction and performance. Because the frequency of 
exhibiting leadership behaviors is secondary in importance to effectiveness, man-
agers are encouraged to concentrate on improving the effective execution of their 
leader behaviors.

Finally, Peter Drucker, an internationally renowned management expert and 
consultant, recommended a set of  nine behaviors (see Table 16–4) managers can 
focus on to improve their leadership effectiveness.  The first two practices provide 
the knowledge leaders need. The next four help leaders convert knowledge into 
effective action, and the last two ensure that the whole organization feels respon-
sible and accountable. Drucker refers to the last recommendation as a manage-
rial rule.
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Table 16 – 4 Peter Drucker’s Tips for Improving Leadership Effectiveness

1.  Determine what needs to be done.

2.  Determine the right thing to do for the welfare of the entire enterprise or 

organization.

3.  Develop action plans that specify desired results, probable restraints, future 

 revisions, check-in points, and implications for how one should spend his or 

her time.

4.  Take responsibility for decisions.

5.  Take responsibility for communicating action plans and give people the 

information they need to get the job done.

6.  Focus on opportunities rather than problems. Do not sweep problems 

under the rug, and treat change as an opportunity rather than a threat.

7.  Run productive meetings. Different types of meetings require different forms 

of preparation and different results. Prepare accordingly.

8.  Think and say “we” rather than “I.” Consider the needs and opportunities of 

the organization before thinking of your own opportunities and needs.

9.  Listen first, speak last.

SOURCE: Reprinted by permission of Harvard Business Review. Recommendations were derived 

from “What Makes an Effective Executive,” by P F Drucker, June 2004, pp 58–63. Copyright 2004 

by the Harvard Business School Publishing Corporation; all rights reserved.

Situational Theories 
Situational leadership theories grew out of an attempt to explain the inconsistent 
findings about traits and styles. Situational theories propose that the effectiveness of 
a particular style of leader behavior depends on the situation. As situations change, 
different styles become appropriate. This directly challenges the idea of one best 
style of leadership.39 Let us closely examine two alternative situational theories of 
leadership that reject the notion of one best leadership style. We conclude this sec-
tion by discussing an approach you can use to implement situational theories.

Fiedler’s Contingency Model
Fred Fiedler, an OB scholar, developed a situational model of leadership. It is 
the oldest and one of the most widely known models of situational leadership. 
He labeled the model contingency theory because it is based on the premise that 
a leader’s effectiveness is contingent on the extent to which a leader’s style fits or 
matches characteristics of the situation at hand. To understand how this matching 
process works, we need to consider the key leadership styles identified by Fiedler 
and the situational variables that constitute what Fiedler labels situational control. 
We then review relevant research and managerial implications.40

Leadership Styles Fiedler believes that leaders have one dominant or natu-
ral leadership style that is resistant to change. A leader’s style is described as ei-
ther task-motivated or relationship-motivated. Task-motivated leaders focus on 

to the point
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accomplishing goals, whereas relationship-motivated leaders are more interested 
in developing positive relationships with followers. These basic styles are similar 
to initiating structure/concern for production and consideration/concern for peo-
ple that were previously discussed. To determine an individual’s leadership style, 
Fiedler developed the least preferred coworker (LPC) scale. High scores on the 
survey (high LPC) indicate that an individual is relationship-motivated, and low 
scores (low LPC) suggest a task-motivated style.

Situational Control Situational control refers to the amount of control 
and influence the leader has in her or his immediate work environment. Situational 
control ranges from high to low. High control implies that the leader’s decisions 
will produce predictable results because the leader has the ability to influence work 
outcomes. Low control implies that the leader’s decisions may not influence 
work outcomes because the leader has very little influence. There are three dimen-
sions of situational control: leader–member relations, task structure, and posi-
tion power. These dimensions vary independently, forming eight combinations of 
 situational control (see Figure 16–2). 

The three dimensions of situational control are defined as follows:

 • Leader–member relations reflect the extent to which the leader has the sup-
port, loyalty, and trust of the work group. This dimension is the most im-
portant component of situational control. Good leader–member relations 
suggest that the leader can depend on the group, thus ensuring that the work 
group will try to meet the leader’s goals and objectives.

Leader–member 
relations

Extent that leader 
has the support, 

loyalty, and trust of 
the work group.

Figure 16 –2 Representation of Fiedler’s Contingency Model

SOURCE: Adapted from F E Fiedler, “Situational Control and a Dynamic Theory of Leadership,” in Managerial 

Control and Organizational Democracy, ed B King, S Streufert, and F E Fiedler (New York: John Wiley & Sons, 

1978), p 114.



479

• Task structure is concerned with the amount of  structure contained 
within tasks performed by the work group. For example, a managerial 
job contains less structure than that of  a bank teller. Because structured 
tasks have guidelines for how the job should be completed, the leader 
has more control and influence over employees performing such tasks. 
This dimension is the second most important component of  situational 
control.

• Position power refers to the degree to which the leader has formal power to 
reward, punish, or otherwise obtain compliance from employees.

Linking Leadership Motivation and Situational Control Fiedler 
suggests that leaders must learn to manipulate or influence the leadership situa-
tion in order to create a match between their leadership style and the amount of 
control within the situation at hand. These contingency relationships are depicted 
in Figure 16–2. The last row under the Situational Control column shows that 
there are eight different leadership situations. Each situation represents a unique 
combination of leader–member relations, task structure, and position power. 
Situations I, II, and III represent high-control situations. Figure 16–2 shows that 
task-motivated leaders are hypothesized to be most effective in situations of high 
control. The Real World/Real People feature above illustrates how Carol Bartz, 
Yahoo’s new CEO, is using task-motivated leadership to turn around the com-
pany. We suspect that she is operating within situation III. Under conditions of 
moderate control (situations IV, V, VI, and VII), relationship-motivated leaders 
are expected to be more effective. Finally, the results orientation of task-motivated 
leaders is predicted to be more effective under the condition of very low control 
(situation VIII). 

Research and Takeaways from Fiedler’s Model On the positive 
side, two meta-analyses provided partial support for this model.41 At the same 
time, this theory has generated much criticism and controversy. There are prob-
lems with the LPC scale and research does not clearly support all predictions 

Task structure
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Not yet six weeks into the job, Yahoo Inc. Chief 

Executive Carol Bartz is preparing a company-wide 

reorganization that underscores the new CEO’s belief 

in a more top-down managerial approach.

 The plan aims to speed up decision making and give 

Yahoo products a more consistent appearance by con-

solidating certain functions that have previously been 

spread out across the company. . . .

 A straight-talker, Ms. Bartz has become known for 

stubbornly starting meetings on time, say employ-

ees. She doesn’t bring her BlackBerry into meetings, 

according to workers who have begun leaving behind 

theirs as well.

 She’s requested briefings with staff at several levels 

of the organization, seeking updates on major projects 

and testing employees by asking, “What would you do 

if you were me?” say people familiar with her process. 

 And she hasn’t shied from changing course on 

major projects. 

Do you think that Ms. Bartz should be more 
relationship-oriented given that she has only 
been on the job for six weeks? Explain.

SOURCE: Excerpted from J E Vascellaro, “Yahoo CEO Set to Install Top-

Down Management,” The Wall Street Journal, February 23, 2009, p B1.

 Carol Bartz Uses Task-Motivated Leadership to Turn around Yahoo

REAL WORLD | real people 
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derived from this model.42 That said, there are three key takeaways from Fiedler’s 
model.

First, this model emphasizes the point that leadership effectiveness goes be-
yond traits and behaviors. It is a function of the fit between a leader’s style and the 
situational demands at hand. As a case in point, a team of researchers examined 
the effectiveness of 20 senior-level managers from GE who left the company for 
other positions. The researchers concluded that

not all managers are equally suited to all business situations. The strategic skills required 

to control costs in the face of fierce competition are not the same as those required to 

improve the top line in a rapidly growing business or balance investment against cash 

flow to survive in a highly cyclical business. . . . We weren’t surprised to find that relevant 

industry experience had a positive impact on performance in a new job, but that these 

skills didn’t transfer to a new industry.43

This study leads to the conclusion that organizations should attempt to hire or 
promote people whose leadership styles fit or match situational demands.44

Second, this model explains why some people are successful in some situa-
tions and not in others. Leaders are unlikely to be successful in all situations. If  a 
manager is failing in a certain context, management should consider moving the 
individual to another situation. Don’t give up on a high-potential person simply 
because he or she was a poor leader in one context. Finally, leaders need to modify 
their style to fit a situation. Leadership styles are not universally effective. 

Path–Goal Theory
Path–goal theory was originally proposed by Robert House in the 1970s.45 It was 
based on the expectancy theory of motivation discussed in Chapter 8. Recall that 
expectancy theory is based on the idea that motivation to exert effort increases 
as one’s effort→performance→outcome expectations improve. Leader behaviors 
thus are expected to be acceptable when employees view them as a source of satis-
faction or as paving the way to future satisfaction. In addition, leader behavior is 
predicted to be motivational to the extent it (1) reduces roadblocks that interfere 
with goal accomplishment, (2) provides the guidance and support needed by em-
ployees, and (3) ties meaningful rewards to goal accomplishment.

House proposed a model that describes how leadership effectiveness is in-
fluenced by the interaction between four leadership styles (directive, supportive, 
participative, and achievement-oriented) and a variety of contingency factors. 
Contingency factors are situational variables that cause one style of leadership to 
be more effective than another. Path–goal theory has two groups of contingency 
variables. They are employee characteristics and environmental factors. Five im-
portant employee characteristics are locus of control, task ability, need for achieve-
ment, experience, and need for clarity. Two relevant environmental factors are task 
structure (independent versus interdependent tasks) and work group dynamics. In 
order to gain a better understanding of how these contingency factors influence 
leadership effectiveness, we illustratively consider locus of control (see Chapter 5), 
task ability and experience, and task structure.

Employees with an internal locus of control are more likely to prefer partici-
pative or achievement-oriented leadership because they believe they have control 
over the work environment. Such individuals are unlikely to be satisfied with direc-
tive leader behaviors that exert additional control over their activities. In contrast, 
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employees with an external locus tend to view the environment as uncontrollable, 
thereby preferring the structure provided by supportive or directive leadership. 
An employee with high task ability and experience is less apt to need additional 
direction and thus would respond negatively to directive leadership. This person is 
more likely to be motivated and satisfied by participative and achievement- oriented 
leadership. Oppositely, an inexperienced employee would find achievement-
 oriented leadership overwhelming as he or she confronts challenges associated 
with learning a new job. Supportive and directive leadership would be helpful in 
this situation. Finally, directive and supportive leadership should help employees 
experiencing role ambiguity. However, directive leadership is likely to frustrate em-
ployees working on routine and simple tasks. Supportive leadership is most useful 
in this context.

There have been about 50 studies testing various predictions derived from 
House’s original model. Results have been mixed, with some studies supporting 
the theory and others not.46 House thus proposed a new version of path–goal 
theory in 1996 based on these results and the accumulation of new knowledge 
about OB.

A Reformulated Theory The revised theory is presented in Figure 16–3.47  
There are three key changes in the new theory. First, House now believes that lead-
ership is more complex and involves a greater variety of leader behavior. He thus 
identified eight categories of leadership styles or behavior (see Table 16–5).  The 
need for an expanded list of leader behaviors is supported by current research and 
descriptions of business leaders.

The second key change involves the role of intrinsic motivation (discussed in 
Chapter 9) and empowerment (discussed in Chapter 15) in influencing leadership 
effectiveness. House places much more emphasis on the need for leaders to foster 
intrinsic motivation through empowerment. Shared leadership represents the final 
change in the revised theory. That is, path–goal theory is based on the premise that an 
employee does not have to be a supervisor or manager to engage in leader behavior. 

Figure 16 –3 A General Representation of House’s Revised Path–Goal Theory
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Table 16 –5 Categories of Leader Behavior within the Revised Path–Goal Theory

CATEGORY OF LEADER BEHAVIOR DESCRIPTION OF LEADER BEHAVIORS

Path–goal clarifying behaviors  Clarifying employees’ performance goals; providing guidance on 

  how employees can complete tasks; clarifying performance 

 standards and expectations; use of positive and negative rewards 

contingent on performance

Achievement-oriented behaviors  Setting challenging goals; emphasizing excellence; demonstrating 

 confidence in employees’ abilities

Work-facilitation behaviors  Planning, scheduling, organizing, and coordinating work; providing 

  mentoring, coaching, counseling, and feedback to assist employees in 

developing their skills; eliminating roadblocks; providing resources; 

empowering employees to take actions and make decisions

Supportive behaviors  Showing concern for the well-being and needs of employees; being 

 friendly and approachable; treating employees as equals

Interaction-facilitation behaviors  Resolving disputes; facilitating communication; encouraging the  sharing 

  of minority opinions; emphasizing collaboration and teamwork; 

encouraging close relationships among employees

Group-oriented decision-making 

 behaviors

 Posing problems rather than solutions to the work group; encouraging 

  group members to participate in decision making; providing neces-

sary information to the group for analysis; involving knowledgeable 

employees in decision making

Representation and networking 

 behaviors

 Presenting the work group in a positive light to others; maintaining 

  positive relationships with influential others; participating in organi-

zationwide social functions and ceremonies; doing unconditional 

favors for others

Value-based behaviors  Establishing a vision, displaying passion for it, and supporting its 

  accomplishment; demonstrating self-confidence; communicating high 

performance expectations and confidence in others’ abilities to 

meet their goals; giving frequent positive feedback

SOURCE: Descriptions were adapted from R J House, “Path–Goal Theory of Leadership: Lessons, Legacy, and a Reformulated 

Theory,” Leadership Quarterly, 1996, pp 323–52.

Rather, House believes that leadership is shared among all employees within an or-
ganization. More is said about shared leadership in the final section of this chapter.

Research and Takeaways from House’s Theory There are not 
enough direct tests of House’s revised path–goal theory using appropriate research 
methods and statistical procedures to draw overall conclusions. Future research is 
clearly needed to assess the accuracy of this model. Nonetheless, there are three 
important takeaways from this theory. First, effective leaders possess and use more 
than one style of leadership. Managers are encouraged to familiarize themselves 
with the different categories of leader behavior outlined in path–goal theory and to 
try new behaviors when the situation calls for them. Consider the leader behaviors 
exhibited by Bob Iger, CEO of Walt Disney Co. He prefers to work behind the scenes 
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and does not host any Disney TV productions. He is known to say hello to everyone 
he encounters on the Disney campus and participates in a Disney team that com-
petes in the Malibu, California, triathalon to raise money for charity. He loves to 
study operational statistics and is very interested in studying and using consumers’ 
attitudes to make decisions. Since taking over the healm at Disney, Iger patched up 
the rocky relationship between Pixar and Disney and ultimately purchased Pixar for 
$7 billion. He also resolved several contentious issues with former director Roy 
Disney and Comcast. Iger empowers his employees and allows them plenty of 
freedom to make decisions. At that same time, he holds people accountable for 
their work.48 This example illustrates that Iger uses path–goal clarifying behaviors, 
achievement-oriented behaviors, work-facilitation behaviors, supportive behaviors, 
interaction-facilitation behaviors, and represenation and networking behaviors.

Second, the theory offers specific suggestions for how leaders can help em-
ployees. Leaders are encouraged to clarify the paths to goal accomplishment and 
to remove any obstacles that may impair an employee’s ability to achieve his or 
her goals. In so doing, managers need to guide and coach employees during the 
pursuit of their goals. Third, a small set of employee characteristics (i.e., abil-
ity, experience, and need for independence) and environmental factors (task 
characteristics of autonomy, variety, and significance) are relevant contingency 
factors.49 Managers are advised to modify their leadership style to fit these various 
employee and task characteristics.

 Applying Situational Theories
Although researchers and practitioners support the logic of situational leader-
ship, the practical application of such theories has not been clearly developed. A 
team of researchers thus attempted to resolve this problem by proposing a general 
strategy that managers can use across a variety of situations. The general strategy 
contains five steps.50 We explain how to implement the steps by using the examples 
of a head coach of a sports team and a sales manager.

Identify important outcomes.1.  This step entails a determination of the goals the 

leader is trying to achieve. For example, the head coach may have goals “to win” 

or “avoid injury to key players” whereas a sales manager’s goals might be to 

“increase sales by 10%” or “decrease customers’ complaints.” It is important to 

identify the key goals that exist at a specific point in time.

Identify relevant leadership types/behaviors.2.  This step requires the manager to 

identify the specific types of behaviors that may be appropriate for the situation 

at hand. The list of behaviors shown in Table 16–5 is a good starting point. A 

head coach in a championship game, for instance, might focus on achievement-

oriented and work-facilitation behaviors. In contrast, a sales manager might find 

path–goal clarifying, work-facilitation, and supportive behaviors more relevant 

for the sales team. Don’t try to use all available leadership behaviors. Rather, 

select the one or two that appear most helpful.

Identify situational conditions.3.  Fiedler’s contingency theory and House’s path–

goal theory both identify a set of potential contingency factors to consider. That 

said, there may be other practical considerations. For example, a star quarter-

back on a football team may be injured, which might require the team to adopt 

a different strategy toward winning the game. Similarly, managing a virtual sales 

team from around the world will affect the types of leadership that are most 

effective in this context. 
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Match leadership to the conditions at hand.4.  This is the step in which research 

cannot provide conclusive recommendations because there simply are too many 

possible situational conditions. This means that you should use your knowledge 

about organizational behavior to determine the best match between leadership 

styles/behaviors and the situation at hand. The coach whose star quarterback 

is injured might use supportive and values-based behaviors to instill confidence 

that the team can win with a different quarterback. Our virtual sales manager 

also might find it useful to use the empowering leadership associated with work-

facilitation behaviors (see Table 16 –5) and to avoid directive leadership. 

Determine how to make the match.5.  It’s now time to implement the leadership 

style or behaviors you determined were most appropriate in step 4. There are 

two basic approaches you can use according to contingency theory and House’s 

path–goal theory. You can either change the person in the leadership role or the 

leader can change his or her style/behavior. Returning to our examples, it is not 

possible to change the head coach in a championship game. This means that 

the head coach needs to change his or her style/behavior. In contrast, the orga-

nization employing the sales manager might move him or her to another posi-

tion because the individual is too directive and does not like to empower others. 

Alternatively, the sales manager could change his/her behavior.

The Full-Range Model 
of Leadership: From Laissez-Faire 
to Transformational Leadership 

One of the most recent approaches to leadership is referred to as a full-range model 
of leadership.51 The authors of this model, Bernard Bass and Bruce Avolio, pro-
posed that leadership behavior varied along a continuum from laissez-faire lead-
ership (i.e., a general failure to take responsibility for leading) to transactional 
leadership to transformational leadership. Examples of laissez-faire leadership in-
clude avoiding conflict, surfing the Internet during work, failing to assist employ-
ees in setting performance goals, failing to give performance feedback, or being 
so hands-off  that employees have little idea about what they should be doing.52 
Of course, laissez-faire leadership is a terrible way for any manager to behave and 
should be avoided. What gender do you think engages in more laissez-faire leader-
ship? A meta-analysis revealed that men displayed more of this type of leadership 
than women.53 It is important for organizations to identify managers who lead 
with this style and to train and develop them to use behaviors associated with 
transactional and transformational leadership. Both transactional and transfor-
mational are positively related to a variety of employee attitudes and behaviors 
and represent different aspects of being a good leader. Let us consider these two 
important dimensions of leadership.

Transactional leadership focuses on clarifying employees’ role and task re-
quirements and providing followers with positive and negative rewards con-
tingent on performance. Further, transactional leadership encompasses the 
fundamental managerial activities of  setting goals, monitoring progress toward 
goal achievement, and rewarding and punishing people for their level of  goal 
accomplishment.54 You can see from this description that transactional leader-
ship is based on using extrinsic motivation (recall our discussion in Chapter 9) 
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to increase employee productivity. Consider how 
Bijan Khosrowshahi, chief  executive of Fuji Fire and 
Marine Insurance, used transactional leadership to 
pick up the pace of growth at what had been a slow-
 moving  company. 

He changed reporting lines so more managers talked 

 directly to him. Then he forbade participants from reading 

prepared reports word-for-word in meetings, as had been 

customary. . . .

 To assess talent, he grilled about 40 senior managers 

on the details of their jobs, discussing issues from rein-

surance schemes to the chances of getting business from 

Toyota Motor Corp. . . .

 Mr. Khosrowshahi is prodding managers to identify so-

lutions as well as problems, and urging employees to take 

more initiative. Early on, he solicited volunteers to develop 

new-product ideas. . . .

 [Yasunobu] Aoki’s team was asked to create a new 

auto-insurance policy. . . . When Mr. Aoki presented the 

plan to a Fuji committee including Mr. Khosrowshahi, he 

was taken aback by their tough questions.

 “That’s when I realized this wasn’t a game,” says 

Mr. Aoki.55

In contrast, transformational leaders “engender 
trust, seek to develop leadership in others, exhibit 
self-sacrifice and serve as moral agents, focusing 
themselves and followers on objectives that transcend 
the more immediate needs of the work group.”56 
Transformational leaders can produce significant 
organizational change and results because this form 
of leadership fosters higher levels of intrinsic motivation, trust, commitment, and 
loyalty from followers than does transactional leadership. That said, however, it 
is important to note that transactional leadership is an essential prerequisite to 
effective leadership and that the best leaders learn to display both transactional 
and transformational leadership to various degrees. In support of this proposi-
tion, research reveals that transformational leadership leads to superior perfor-
mance when it augments or adds to transactional leadership.57 Let us return to 
the example of Fuji’s Bijan Khosrowshahi to see how he augmented transactional 
leadership with transformational leadership so that employees would be inspired 
to work in new ways. 

Mr. Khosrowshahi also worked on boosting morale, scheduling lunches with em-

ployees and launching a training program with Tokyo’s Hitotsubashi University. To 

 commemorate Fuji’s improved earnings last year, he gave each of its employees 

10,000 yen, or around $95, accompanied by thank-you notes in envelopes decorated 

with his caricature.

 Hiroko Ikeno, an office worker who was a member of Mr. Aoki’s team, says 

Mr. Khosrowshahi is so popular that some colleagues have taped his photo to 

their PCs.58 
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Khosrowshahi’s leadership has helped Fuji’s net premiums written (equivalent 
to revenues) rise for the first time in several years. We now turn our attention to 
examining the process by which transformational leadership influences followers.

How Does Transformational Leadership 
Transform Followers?

Transformational leaders transform followers by creating changes in their goals, val-
ues, needs, beliefs, and aspirations. They accomplish this transformation by appealing 
to followers’ self-concepts—namely their values and personal identity. Figure 16–4 
presents a model of how leaders accomplish this transformation process. 

Figure 16–4 shows that transformational leader behavior is first influenced by 
various individual and organizational characteristics. For example, research reveals 
that transformational leaders tend to have personalities that are more extraverted, 
agreeable, and proactive and less neurotic than nontransformational leaders.59 
Female leaders also were found to use transformational leadership more than male 
leaders.60 It is important to note, however, that the relationship between personality 
traits and transformational leadership is relatively weak. This suggests that trans-
formational leadership is less traitlike and more susceptible to managerial influence. 
This conclusion reinforces the notion that an individual’s life experiences play a role 
in developing transformational leadership and that transformational leadership can 
be learned.61 Finally, Figure 16–4 shows that organizational culture influences the 
extent to which leaders are transformational. Cultures that are adaptive and flexible 
rather than rigid and bureaucratic are more likely to create environments that foster 
the opportunity for transformational leadership to be exhibited.

LO.7

Figure 16 – 4 A Transformational Model of Leadership

SOURCE: Based in part on D A Waldman and F J Yammarino, “CEO Charismatic Leadership: Levels-of-Management and Levels-of-Analysis 

Effects,” Academy of Management Review, April 1999, pp 266–85; and B Shamir, R J House, and M B Arthur, “The Motivational Effects of 

Charismatic Leadership: A Self-Concept Based Theory,” Organization Science, November 1993, pp 577–94.
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Transformational leaders engage in four key sets of leader behavior (see 
Figure 16–4).62 The first set, referred to as inspirational motivation, involves es-
tablishing an attractive vision of the future, the use of emotional arguments, and 
exhibition of optimism and enthusiasm. A vision is “a realistic, credible, attractive 
future for your organization.”63 According to Burt Nanus, a leadership expert, the 
“right” vision unleashes human potential because it serves as a beacon of hope 
and common purpose. It does this by attracting commitment, energizing workers, 
creating meaning in employees’ lives, establishing a standard of excellence, pro-
moting high ideals, and bridging the gap between an organization’s present prob-
lems and its future goals and aspirations. Carl-Henric Svanberg, Ericsson’s CEO, 
understands the importance of establishing an organization’s vision. He noted 
that “[i]n a company this big, you can’t just tell everyone, ‘Turn left and work fast,’ 
You have to share with them the vision you want to accomplish and get everybody 
on board and enthusiastic about it. When you get them to march in the same di-
rection, you can really move mountains together.”64

Idealized influence, the second set of leader behaviors, includes behaviors such as 
sacrificing for the good of the group, being a role model, and displaying high ethical 
standards. Home Depot’s CEO Frank Blake exhibited idealized influence when he 
“accepted an annual pay package worth one-quarter of his predecessor’s, and he is 
also finding creative ways to motivate employees, including giving merit awards for 
great customer service and assigning store workers more decision-making power.”65 
Through their actions, transformational leaders like Frank Blake model the desired 
values, traits, beliefs, and behaviors needed to realize the vision. 

The third set, individualized consideration, entails behaviors associated with 
providing support, encouragement, empowerment, and coaching to employees. 
These behaviors necessitate that leaders pay special attention to the needs of their 
followers and search for ways to help people develop and grow. You can do this 
by spending time talking with people about their interests and by identifying new 
learning opportunities for them. You also may want to serve as a mentor. Showing 
interest in people by remembering their names and previous conversations are 
other simple ways in which you can demonstrate consideration. Finally, treating 
people with respect and telling them the truth with compassion also represent 
examples of individualized consideration. The Real World/Real People feature on 
page 488 illustrates how Steve Harrison tries to implement this component of 
transformational leadership. 

Intellectual stimulation, the fourth set of leadership behaviors, involves behav-
iors that encourage employees to question the status quo and to seek innovative 
and creative solutions to organizational problems. As you can see, this dimension 
of transformational leadership pertains to encouraging employee creativity, in-
novation, and problem solving. The group problem-solving techniques discussed 
in Chapter 12 can help to stimulate employees. Further, fostering an adhocracy 
culture—recall our discussion in Chapter 3—will assist in creating a work envi-
ronment that promotes intellectual stimulation. You can use any of the cultural 
embedding techniques we discussed in Chapter 3 in this pursuit. 

Research and Managerial Implications
Components of the transformational model of leadership have been the most widely 
researched leadership topic over the last decade. Overall, the relationships outlined 
in Figure 16–4 generally were supported by previous research. For example, trans-
formational leader behaviors were positively associated with the extent to which 
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Improving company culture can be 

easy as introducing yourself to the 

new receptionist.

employees identified with both their leaders and immediate work groups.66 Followers 
of transformational leaders also were found to set goals that were consistent with 
those of the leader, to possess values that were aligned with their manager, to have 
more positive feelings about the work environment, and to be more highly commit-
ted to supporting organizational changes.67 With respect to the direct relationship 
between transformational leadership and work outcomes, a meta-analysis of 49 
studies indicated that transformational leadership was positively associated with 
measures of leadership effectiveness and employees’ job satisfaction.68 However, 
recent research suggests that it is important to use all the forms of transformational 
leadership. Restaurant managers who used transformational leadership obtained 
more employee ideas for improvement if  they communicated they were open to 
new ideas.69 You can probably imagine that if  your boss conveyed a passion only 
for his or her own vision, you might actually be less eager to share your ideas; the 
same thing seems to have happened in the restaurants studied. At the organiza-
tional level, a second meta-analysis demonstrated that transformational leadership 
was positively correlated with organizational measures of effectiveness.70

These results underscore four important managerial implications. First, the 
best leaders are not just transformational; they are both transactional and trans-
formational, and they avoid a laissez-faire or “wait-and-see” style. This conclusion 
was reinforced by results from a recent meta-analysis. Findings demonstrated that 

Steve Harrison, chairman of Lee Hecht Harrison, says 

leaders can improve a company’s culture by using 

business decencies—gestures “offered without expec-

tation of reward” that show respect for and interest 

in others. The most effective decencies are actionable 

(that is, behavior, not just a warm feeling), tangible 

(something that can be observed or that changes the 

environment in an observable way), pragmatic (making 

business sense), affordable (immediately and in terms 

of setting a precedent), replicable (so others can imi-

tate it), and sustainable (generating goodwill for the 

long haul).

 Harrison offers a few examples:

• Rearrange seating at meetings to dissolve barriers 

and make it easier to connect with attendees.

• Write one thank-you note on paper or via e-mail 

each day.

• Give praise in public, criticism in private.

• Take time to talk to receptionists, administrative 

assistants, and maintenance people.

• Acknowledge the family, friends, and outside inter-

ests of people who work for you.

• Convey bad news in person.

• Make yourself easily accessible by having regular 

open office hours.

Would you like to work for Steve?

SOURCE: Based on S Harrison, “Deliberate Acts of Decency,” HR 

Magazine, July  2007, pp 97–99 (list quoted from  p 99).

Steve Harrison Uses Business Decencies to Exhibit 

Individualized Consideration

REAL WORLD | real people 
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transactional leadership was positively correlated with followers’ job satisfaction, 
satisfaction with the leader, and motivation as well as group and organizational 
performance and measures of a leader’s effectiveness. The opposite pattern was 
found for laissez-faire leadership.71

Second, transformational leadership not only affects individual-level outcomes 
like job satisfaction, organizational commitment, and performance, but it also in-
fluences group dynamics and group-level outcomes. Managers can thus use the four 
types of transformational leadership shown in Figure 16–4 as a vehicle to improve 
group dynamics and work-unit outcomes. This is important in today’s organizations 
because most employees do not work in isolation. Rather, people tend to rely on the 
input and collaboration of others, and many organizations are structured around 
teams. The key point to remember is that transformational leadership transforms 
individuals as well as teams and work groups. We encourage you to use this to your 
advantage.

Third, employees at any level in an organization can be trained to be more 
transactional and transformational.72 This reinforces the organizational value of 
developing and rolling out a combination of transactional and transformational 
leadership training for all employees. These programs, however, should be based 
on an overall corporate philosophy that constitutes the foundation of leadership 
development.

Fourth, transformational leaders can be ethical or unethical. Whereas ethi-
cal transformational leaders enable employees to enhance their self-concepts, un-
ethical ones select or produce obedient, dependent, and compliant followers. Top 
management can create and maintain ethical transformational leadership by

Creating and enforcing a clearly stated code of ethics.1. 

Recruiting, selecting, and promoting people who display ethical behavior.2. 

Developing performance expectations around the treatment of employees—3. 

these expectations can then be assessed in the performance appraisal process.

Training employees to value diversity.4. 

Identifying, rewarding, and publicly praising employees who exemplify high 5. 

moral conduct.73

go to the Web for the Group Exercise: Exhibiting Leadership within the 
Context of Running a Meeting

Additional Perspectives on Leadership 
This section examines four additional perspectives on leadership: leader–member 
exchange theory, shared leadership, servant-leadership, and a follower perspective.

The Leader–Member Exchange (LMX) 
Model of Leadership

The leader–member exchange model of leadership revolves around the devel-
opment of dyadic relationships between managers and their direct reports. This 
model is quite different from those previously discussed in that it focuses on the 
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quality of relationships between managers and subordinates as opposed to the 
behaviors or traits of either leaders or followers. It also is different in that it does 
not assume that leader behavior is characterized by a stable or average leadership 
style as do the previously discussed models. In other words, most models of lead-
ership assume a leader treats all employees in about the same way. In contrast, the 
LMX model is based on the assumption that leaders develop unique one-to-one 
relationships with each of the people reporting to them. Behavioral scientists call 
this sort of relationship a vertical dyad. The forming of vertical dyads is said to be 
a naturally occurring process, resulting from the leader’s attempt to delegate and 
assign work roles. As a result of this process, two distinct types of leader–member 
exchange relationships are expected to evolve.74

One type of leader–member exchange is called the in-group exchange. In this 
relationship, leaders and followers develop a partnership characterized by recip-
rocal influence, mutual trust, respect and liking, and a sense of common fates. 
In the second type of exchange, referred to as an out-group exchange, leaders are 
characterized as overseers who fail to create a sense of mutual trust, respect, or 
common fate.75

Research Findings If  the leader–member exchange model is correct, there 
should be a significant relationship between the type of leader–member exchange 
and job-related outcomes. Research supports this prediction. For example, a posi-
tive leader–member exchange was positively associated with job satisfaction, job 
performance, commitment to organizational change, trust between managers and 
employees, work climate, willingness to help coworkers, and satisfaction with lead-
ership.76 Results from a recent meta-analysis of 50 studies involving 9,324 people 
also revealed a moderately strong, positive relationship between LMX and or-
ganizational citizenship behaviors—recall our discussion in Chapter 6.77 As you 
might imagine, positive LMXs were found to predict not only turnover but also 
career outcomes, such as promotability, salary level, and receipt of bonuses, over a 
seven-year period.78 Finally, studies also have identified a variety of variables that 
influence the quality of an LMX. For example, LMX was related to personality 
similarity and demographic similarity.79

Managerial Implications There are three important implications associ-
ated with the LMX model of leadership. First, leaders are encouraged to estab-
lish high-performance expectations for all of their direct reports because setting 
high-performance standards fosters high-quality LMXs. Second, because person-
ality and demographic similarity between leaders and followers is associated with 
higher LMXs, managers need to be careful that they don’t create a homogeneous 
work environment in the spirit of having positive relationships with their direct 
reports. Our discussion of diversity in Chapter 2 clearly documented that there are 
many positive benefits of having a diverse workforce. The third implication per-
tains to those of us who find ourselves in a poor LMX. A management consultant 
offers the following tips for improving the quality of leader–member exchanges.80

Stay focused on your department’s goals and remain positive about your ability to 1. 

accomplish your goals. An unsupportive boss is just another obstacle to be over-

come.

Do not fall prey to feeling powerless, and empower yourself  to get things done.2. 

Exercise the power you have by focusing on circumstances you can control and 3. 

avoid dwelling on circumstances you cannot control.

In-group 
exchange

A partnership 
characterized 

by mutual trust, 
respect, and liking.

Out-group 
exchange

A partnership 
characterized by a 

lack of mutual trust, 
respect, and liking.
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Work on improving your relationship with your manager. Begin by examining 4. 

the level of trust between the two of you and then try to improve it by frequently 

and effectively communicating. You can also increase trust by following through 

on your commitments and achieving your goals.

Use an authentic, respectful, and assertive approach to resolve differences with 5. 

your manager. It also is useful to use a problem-solving approach when disagree-

ments arise.

go to the Web for the Self-Exercise: Assessing Your Leader–Member 
Exchange

Shared Leadership 
A pair of OB scholars noted that “there is some speculation, and some preliminary 
evidence, to suggest that concentration of leadership in a single chain of command 
may be less optimal than shared leadership responsibility among two or more in-
dividuals in certain task environments.”81 This perspective is quite different from 
the previous theories and models discussed in this chapter, which assume that lead-
ership is a vertical, downward-flowing process. In contrast, the notion of shared 
leadership is based on the idea that people need to share information and collabo-
rate to get things done at work. This in turn underscores the need for employees to 
adopt a horizontal process of influence or leadership. Shared leadership is defined 
as “a dynamic, interactive influence process among individuals in groups for which 
the objective is to lead one another to the achievement of group or organizational 
goals or both. This influence process often involves peer, or lateral, influence and 
at other times involves upward or downward hierarchical influence.”82 The concept 
of shared leadership was first discussed in Chapter 11 when we reviewed the char-
acteristics of high-performing teams. You may recall that shared responsibility is 
one of the eight attributes associated with high-performing teams.

Shared leadership is most likely to be needed when people work in teams, when 
people are involved in complex projects, and when people are doing knowledge 
work—work that requires voluntary contributions of intellectual capital by skilled 
professionals. Shared leadership also is beneficial when people are working on tasks 
or projects that require interdependence and creativity.83 Despite these recommen-
dations, it is important to remember that people vary in the preference for shared 
leadership. Some of these differences are culturally based (recall our discussion in 
Chapter 4). For example, we conducted a consulting project with a manufacturing 
company in Portugal and realized that many employees preferred a directive rather 
than collaborative approach toward decision making and leadership.

The concept of shared leadership is taking hold at the highest levels in organiza-
tions. We are seeing more and more cases in which a CEO and another executive, 
such as a chief operating officer or chief financial officer, share the overall responsibil-
ities of running the business. A simple way to make this work is for one leader to focus 
on internal matters while the other is concerned with external issues. Organizations 
like Goldman Sachs , Adobe, and PepsiCo are using this form of leadership because 
they find that two people are more likely to possess the varied abilities that are needed 
to run an organization. The application of shared leadership in this manner also 
helps organizations build a leadership pipeline for executive-level positions.

LO.9

Shared leadership

Simultaneous, 
ongoing, mutual 
influence process in 
which people share 
responsibility for 
leading.
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Researchers are just now beginning to explore the process of shared leader-
ship, and results are promising. For example, shared leadership in teams was posi-
tively associated with group cohesion, group citizenship, and group effectiveness.84 
Table 16–6 contains a list of key questions and answers that managers should con-
sider when determining how they can develop shared leadership. 

Servant-Leadership
Servant-leadership is more a philosophy of managing than a testable theory. The 
term servant-leadership was coined by Robert Greenleaf in 1970. Greenleaf be-
lieves that great leaders act as servants, putting the needs of others, including 
 employees, customers, and community, as their first priority. Servant-leadership 

Servant-
 leadership

Focuses on 
increased service to 

others rather than 
to oneself.

Table 16 – 6 Key Questions and Answers to Consider When Developing Shared Leadership

KEY QUESTIONS ANSWERS

What task characteristics call for shared 

 leadership?

Tasks that are highly interdependent.

Tasks that require a great deal of creativity.

Tasks that are highly complex.

What is the role of the leader in 

  developing shared leadership?

Designing the team, including clarifying purpose, securing 

  resources, articulating vision, selecting members, and defining 

team processes.

Managing the boundaries of the team.

How can organizational systems 

   facilitate the development of shared 

leadership?

Training and development systems can be used to prepare both 

  designated leaders and team members to engage in shared 

leadership.

Reward systems can be used to promote and reward shared 

  leadership.

Cultural systems can be used to articulate and to demonstrate 

  the value of shared leadership.

What vertical and shared leadership 

  behaviors are important to team 

outcomes?

Directive leadership can provide task-focused directions.

Transactional leadership can provide both personal and material 

  rewards based on key performance metrics.

Transformational leadership can stimulate commitment to a team 

  vision, emotional engagement, and fulfillment of higher-order 

needs.

Empowering leadership can reinforce the importance of

 self-motivation.

What are the ongoing responsibilities 

  of the vertical leader?

The vertical leader needs to be able to step in and fill voids in 

 the team.

The vertical leader needs to continue to emphasize the 

   importance of the shared leadership approach, given the task 

characteristics facing the team.

SOURCE: From C L Pearce, “The Future of Leadership: Combining Vertical and Shared Leadership to Transform Knowledge 

Work,” Academy of Management Executive: The Thinking Manager’s Source, February 2004, p 48. Copyright © 2004 by The Academy of 

Management. Reproduced by permission of The Academy of Management via Copyright Clearance Center.
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focuses on increased service to others rather than to oneself.85 Because the focus of 
servant-leadership is serving others over self-interest, servant-leaders are less likely 
to engage in self-serving behaviors that hurt others. Embedding servant-leadership 
into an organization’s culture requires actions as well as words. For example, Jack 
Windolf, CEO of Bollinger Insurance Solutions in New Jersey, took his bonus of 
$500,000 and distributed $434,000 of it in $1,000 bonus checks to all of the com-
pany’s 434 employees.86 

According to Jim Stuart, cofounder of the leadership circle in Tampa, 
Florida, “[l]eadership derives naturally from a commitment to service. You know 
that you’re practicing servant-leadership if  your followers become wiser, healthier, 
more autonomous—and more likely to become servant-leaders themselves.”87 
Servant-leadership is not a quick-fix approach to leadership. Rather, it is a long-
term, transformational approach to life and work. 

Servant-leaders have the characteristics listed in Table 16–7.  An example of 
someone with these characteristics is Sam Palmisano, chairman and CEO of IBM. 
Here is what he had to say about his approach to leadership:

Table 16 –7 Characteristics of the Servant-Leader

SERVANT-LEADERSHIP 
CHARACTERISTICS DESCRIPTION

 1.  Listening Servant-leaders focus on listening to identify and clarify the needs and 

 desires of a group.

 2.  Empathy Servant-leaders try to empathize with others’ feelings and emotions. An 

  individual’s good intentions are assumed even when he or she performs poorly.

 3.  Healing Servant-leaders strive to make themselves and others whole in the face of 

 failure or suffering.

 4.  Awareness Servant-leaders are very self-aware of their strengths and limitations.

 5.  Persuasion Servant-leaders rely more on persuasion than positional authority when 

 making decisions and trying to influence others.

 6.  Conceptualization Servant leaders take the time and effort to develop broader based 

   conceptual thinking. Servant-leaders seek an appropriate balance between a 

short-term, day-to-day focus and a long-term, conceptual orientation.

 7.  Foresight Servant-leaders have the ability to foresee future outcomes associated with 

 a current course of action or situation.

 8.  Stewardship Servant-leaders assume that they are stewards of the people and resources 

 they manage.

 9.  Commitment to the 

growth of people

Servant-leaders are committed to people beyond their immediate work role. 

They commit to fostering an environment that encourages personal, 

  professional, and spiritual growth.

10.  Building community Servant-leaders strive to create a sense of community both within and 

  outside the work organization.

SOURCE: These characteristics and descriptions were derived from L C Spears, “Introduction: Servant-Leadership and the 

Greenleaf Legacy,” in Reflections on Leadership: How Robert K Greenleaf ’s Theory of Servant-Leadership Influenced Today’s Top Management 

Thinkers, ed L C Spears (New York: John Wiley & Sons, 1995), pp 1–14.
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 Over the course of my IBM career I’ve observed many CEOs, heads of state, and oth-

ers in positions of great authority. I’ve noticed that some of the most effective leaders 

don’t make themselves the center of attention. They are respectful. They listen. This is 

an appealing personal quality, but it’s also an effective leadership attribute. Their selfless-

ness makes the people around them comfortable. People open up, speak up, contrib-

ute. They give those leaders their very best.88 

Researchers have just begun to develop measures 
of  servant-leadership and to examine relation-
ships between this type of leadership and vari-
ous outcomes. In support of  Greenleaf’s ideas, 
servant-leadership was found to be positively 
associated with employees’ performance, organi-
zational commitment, job satisfaction, creativ-
ity, helping behaviors, and perceptions of justice. 
Servant-leadership also was negatively related to 
counterproductive work behavior.89 These results 
suggest that managers would be well served by 
using the servant-leadership characteristics shown 
in Table  16–7. 

The Role of Followers in the 
Leadership Process 

All of the previous theories discussed in this chapter have been leader-centric. 
That is, they focused on understanding leadership effectiveness from the leader’s 
point of view. We conclude this chapter by discussing the role of followers in the 
leadership process. Although very little research has been devoted to this topic, it 
is an important issue to consider because the success of both leaders and followers 
is contingent on the dynamic relationship among the people involved.90

We begin our discussion by noting that both leaders and followers are closely 
linked. You cannot lead without having followers, and you cannot follow with-
out having leaders. The point is that each needs the other, and the quality of the 
relationship determines how we behave as followers. This is why it is important 
for both leaders and followers to focus on developing a mutually rewarding and 
beneficial relationship. 

Followers vary in terms of the extent to which they commit, comply, and 
resist a leader’s influence attempts. For example, one researcher identified three 
types of followers: helpers, independents, and rebels. “Helpers show deference and 
comply with the leadership; independents distance themselves from the leadership 
and show less compliance; and rebels show divergence from the leader and are at 
least compliant. Among other types of followers, moderate in compliance, are 
diplomats, partisans, and counselors.”91 Leaders obviously want followers who are 
productive, reliable, honest, cooperative, proactive, and flexible. Leaders do not 
benefit from followers who hide the truth, withhold information, fail to generate 
ideas, are unwilling to collaborate, provide inaccurate feedback, or are unwilling 
to take the lead on projects and initiatives.92

In contrast, research shows that followers seek, admire, and respect leaders who 
foster three emotional responses in others: Followers want organizational leaders 

LO.10

Not only do employees like servent-leaders, like Sam Palmisano 

of IBM, but research suggests they work hard for them too.
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to create feelings of significance (what one does at work is important and meaning-
ful), community (a sense of unity encourages people to treat others with respect and 
dignity and to work together in pursuit of organizational goals), and excitement
(people are engaged and feel energy at work).93 The Real World/Real People feature 
above takes follower desires one step further and recommends five key leadership 
behaviors that followers should expect to receive from their managers.  What then 
can followers do to enhance the achievement of these mutual expectations?  

A pair of OB experts developed a four-step process for followers to use in 
managing the leader–follower relationship.94 First, it is critical for followers to 
understand their boss. Followers should attempt to gain an appreciation for their 
manager’s leadership style, interpersonal style, goals, expectations, pressures, and 
strengths and weaknesses. One way of doing this is to ask your manager to answer 
the following seven questions:95

How would you describe your leadership style? Does your style change when you 1. 

are under pressure?

When would you like me to approach you with questions or information? Are 2. 

there any situations that are off  limits (e.g., a social event)?

How do you want me to communicate with you?3. 

How do you like to work?4. 

Are there behaviors or attitudes that you will not tolerate? What are they?5. 

What is your approach toward giving feedback?6. 

How can I help you?7. 

First, it’s reasonable to expect two candid performance 

appraisals a year that make it absolutely clear how 

you’re doing relative to your peers and ambitions. . . .

But no boss is doing his job properly if he’s not letting 

each of his people know where they stand in construc-

tive detail. . . .

 Second, it’s reasonable to expect a boss who 

doesn’t play favorites. Little else has the power to 

enervate an organization like a boss who has an “in-

group” and an “out-group,” like some kind of middle 

school “mean girl.” Such bosses invariably spawn 

politicking among colleagues who need to trust each 

other in order to share information, generate ideas, or 

simply get anything done. So if your boss is poisoning 

the workplace with favoritism, you shouldn’t chalk it up 

to business as usual. It’s not.

 Third, it’s reasonable to expect a boss who 

doesn’t abandon you in your hour of need. We have 

a friend, “Carol,” whose boss once asked her to 

present a proposal at a meeting with the organiza-

tion’s executive team. Carol dutifully complied, but 

when the executives shook their heads, Carol’s boss 

abandoned her, even throwing up her hands as if she 

found her own idea annoying. Such I-don’t-know-you 

behavior is the hallmark of a manager who feels 

vulnerable in his or her own position—or is just 

a jerk.

 Fourth, it’s reasonable to expect a boss who deliv-

ers outsize rewards for outsize performance. We 

realize that it may sound crazy to be talking about 

boosting compensation during recessionary times. 

But any good boss understands how important—and 

how motivating—it is to differentiate.  And very good 

bosses refuse to resort to the old line hauled out in 

every downturn: “You were terrific, but this is all I 

could get you from upstairs.”

 Finally and most important, it’s reasonable to 

expect a boss who demonstrates integrity. It’s awful 

to go to work each day wondering if your boss is 

shading the truth, adding spin to his real beliefs, 

or violating company values. So hold tight to this 

expectation.

Do you have any expectations that go beyond 
this list? What are they?

SOURCE: Excerpted from J Welch and S Welch, “An Employee Bill 

of Rights,” BusinessWeek, March 16, 2009, p 72.

Jack and Suzy Welch Identify What Followers Can Expect from Leaders 

REAL WORLD | real people 
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Second, followers need to understand their own style, needs, goals, expec-
tations, and strengths and weaknesses.96 The next step entails conducting a gap 
analysis between the understanding a follower has about his or her boss and the 
understanding the follower has about him- or herself. With this information in 
mind, followers are ready to proceed to the final step of developing and maintain-
ing a relationship that fits both parties’ needs and styles.

This final step requires followers to build on mutual strengths and to adjust or 
accommodate the leader’s divergent style, goals, expectations, and weaknesses.97 
For example, a follower might adjust his or her style of communication in response 
to the boss’s preferred method for receiving information. Other adjustments might 
be made in terms of decision making. If  the boss prefers a participative approach, 
then followers should attempt to involve their manager in all decisions regardless 
of the follower’s decision-making style—recall our discussion of decision-making 
styles in Chapter 12. Good use of time and resources is another issue for follow-
ers to consider. Most managers are pushed for time, energy, and resources and are 
more likely to appreciate followers who save rather than cost them time and en-
ergy. Followers should not use up their manager’s time discussing trivial matters.

There are two final issues to consider. First, a follower may not be able to accom-
modate a leader’s style, expectations, or weaknesses and may have to seek a transfer 
or quit his or her job to reconcile the discrepancy. We recognize that there are per-
sonal and ethical trade-offs that one may not be willing to make when managing 
the leader–follower relationship. Second, we can all enhance our boss’s leadership 
effectiveness and our employer’s success by becoming better followers. Remember, 
it is in an individual’s best interest to be a good follower because leaders need and 
want competent employees.

Summary of Key Concepts

 Define the term 1. leadership, and explain the difference 

between leading and managing. Leadership is de-

fined as a process in which an individual influences 

a group of  individuals to achieve a common goal. 

Although leadership and management overlap, each 

entails a unique set of  activities or functions. Man-

agers typically perform functions associated with 

planning, investigating, organizing, and control, and 

leaders deal with the interpersonal aspects of  a man-

ager’s job. Table 16–2 summarizes the differences 

between leading and managing. All told, organiza-

tional success requires a combination of  effective 

leadership and management.

 Review trait theory research and the takeaways from 2. 

this theoretical perspective. Historical leadership 

research did not support the notion that effective 

leaders possessed unique traits from followers. More 

recent research showed that effective leaders pos-

sessed the following traits: task competence, inter-

personal competence, intuition, traits of character, 

biophysical traits, and personal traits. In contrast, 

bad leaders displayed the following characteristics: 

incompetence, rigid, intemperate, callous, corrupt, 

insular, and evil. Research also demonstrated that 

men and women exhibited different styles of leader-

ship. The takeaways from trait theory are that (a) we 

can no longer ignore the implications of leadership 

traits; traits influence leadership effectiveness; (b) or-

ganizations may want to include personality and trait 

assessments into their selection and promotion pro-

cesses; and (c) management development programs 

can be used to enhance employees’ leadership traits.

 Explain behavioral styles theory and its takeaways.3.  

The thrust of behavioral styles theory is to identify 

the leader behaviors that directly affect work-group 

effectiveness. Researchers at Ohio State uncovered 

two key leadership behaviors: consideration and ini-

tiating structure. These behaviors are similar to the 

employee-centered and job-centered behaviors un-

covered by researchers at the University of Michigan. 

The takeaways from this theoretical perspective are 

as follows: (a) leaders are made, not born; (b) there is 

no one best style of leadership; (c) the effectiveness 

of a particular style depends on the situation at hand; 
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and (d) managers are encouraged to concentrate 

on improving the effective execution of their leader 

behaviors.

 Explain, according to Fiedler’s contingency model, how 4. 

leadership style interacts with situational control, and 

discuss the takeaways from this model. Fiedler believes 

leader effectiveness depends on an appropriate match 

between leadership style and situational control. 

Leaders are either task motivated or relationship 

motivated. Situation control is composed of leader–

member relations, task structure, and position power. 

Task-motivated leaders are effective under situa-

tions of both high and low control. Relationship-

 motivated leaders are more effective when they have 

moderate situational control. The three takeaways are 

(a) leadership effectiveness goes beyond traits and be-

haviors, (b) leaders are unlikely to be successful in all 

situations, and (c) leaders need to modify their style 

to fit a situation.

 Discuss House’s revised path–goal theory and its 5. 

practical takeaways. There are three key changes in 

the revised path–goal theory. Leaders now are viewed 

as exhibiting eight categories of leader behavior (see 

Table 16–5) instead of four. In turn, the effectiveness 

of these styles depends on various employee charac-

teristics and environmental factors. Second, leaders 

are expected to spend more effort fostering intrinsic 

motivation through empowerment. Third, leadership 

is not limited to people in managerial roles. Rather, 

leadership is shared among all employees within an 

organization. There are three takeaways: (a) effec-

tive leaders possess and use more than one style of 

leadership, (b) the theory offers specific suggestions 

for how leaders can help employees, and (c) manag-

ers are advised to modify their leadership style to fit 

relevant contingency factors.

 Describe the difference between laissez-fair, transac-6. 

tional, and transformational leadership. Laissez-faire 

leadership is the absence of leadership. It represents 

a general failure to take responsibility for leading. 

Transactional leadership focuses on clarifying em-

ployees’ role and task requirements and providing 

followers with positive and negative rewards con-

tingent on performance. Transformational leaders 

motivate employees to pursue organizational goals 

above their own self-interests. Transactional and 

transformational leadership are both important for 

organizational success.

Discuss how transformational leadership transforms 7. 

followers and work groups. Individual characteristics 

and organizational culture are key precursors of 

 transformational leadership, which is comprised of 

four sets of leader behavior. These leader behaviors in 

turn positively affect followers’ and work-group goals, 

values, beliefs, aspirations, and motivation. These 

 positive effects are then associated with a host of 

preferred outcomes.

  Explain the leader–member exchange model of 8. 

leadership. The LMX model revolves around the 

development of  dyadic relationships between man-

agers and their direct reports. These leader–member 

exchanges qualify as either in-group or out-group 

relationships. Research supports this model of 

leadership. 

Review the concept of shared leadership and the 9. 

principles of servant-leadership. Shared leadership 

involves a simultaneous, ongoing, mutual influence 

process in which individuals share responsibility for 

leading regardless of  formal roles and titles. This 

type of  leadership is most likely to be needed when 

people work in teams, when people are involved in 

complex projects, and when people are doing knowl-

edge work. Shared leadership also is beneficial when 

people are working on tasks or projects that require 

interdependence and creativity. Servant-leadership is 

more a philosophy than a testable theory. It is based 

on the premise that great leaders act as servants, put-

ting the needs of others, including employees, cus-

tomers, and community, as their first priority.

Describe the follower’s role in the leadership process.10.  

Followers can use a four-step process for managing 

the leader–follower relationship. Followers need to 

understand their boss and themselves. They then con-

duct a gap analysis between the understanding they 

have about their boss and themselves. The final step 

requires followers to build on mutual strengths and 

to adjust or accommodate the leader’s divergent style, 

goals, expectations, and weaknesses.
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OB in Action Case Study

Indra Nooyi Uses the Full Range of Leadership98

Indra Nooyi is an entirely different kind of CEO, a prod-
uct of her native India as well as of PepsiCo’s family-
 values approach to grooming CEOs. She is not hung 
up on pay. She’s not shy about asking for help when 
she needs it. She’s 52 years old and does not plan for 
this job to be her last. Her friend Henry Kissinger pre-
dicts that it’s only a matter of time before she is plucked 
for a big Washington post, possibly a cabinet job, and 
Nooyi acknowledges that at some point, she’d like that. 
She’s cosmopolitan, rigorously educated, and a strategic 
thinker—her background is Boston Consulting Group—
much more interested in the burgeoning markets in 
Russia and China than in the noisy U.S. cola wars.

Since becoming CEO, she has reorganized PepsiCo 
to make it less fixated on the U.S. and broadened the 
power structure by doubling her executive team to 
29. . . . She has created a motto—“Performance With 
Purpose”—that puts a positive spin on how she wants 
PepsiCo to do business both at home and abroad.

It essentially boils down to balancing the profit mo-
tive with making healthier snacks, striving for a net-
zero impact on the environment, and taking care of 
your workforce. “If  all you want is to screw this com-
pany down tight and get double-digit earnings growth 
and nothing else, then I’m the wrong person,” she says. 
“Companies today are bigger than many economies. We 
are little republics. We are engines of efficiency. If  com-
panies don’t do [responsible] things, who is going to? 
Why not start making change now?” . . .

Indra Krishnamurthy Nooyi has one of those incred-
ible, impeccable track records. She grew up in Chennai 
(formerly Madras), on the southeast coast of India, the 
daughter of an accountant and a stay-at-home mother 
who “encouraged us but held us back, told us we could 
rule the country as long as we kept the home fires burn-
ing,” she says. Her grandfather, a retired judge, scruti-
nized report cards, presided over homework, and in his 
later years prepared her in advance for all the theorems 
in her geometry book to be sure she’d be able to excel if  
he were to die before the school year ended. Every night 
at dinner her mother would present a world problem to 
Nooyi and her sister and have them compete to solve it 
as if  they were a President or Prime Minister. Though 
her family is Hindu, Nooyi attended a Catholic school, 
was an avid debater, played cricket, badgered her par-
ents (and the nuns) until she was allowed to play the 
guitar, and then formed an all-girl rock band—the first 
ever at the Holy Angels Convent. . . .

One of Nooyi’s most stunning talents is the art of 
 suasion. She can rouse an audience and rally them around 
something as mind-numbing as a new companywide 
software installation. Her new motto, “Performance 

With Purpose,” is both a means of “herding the orga-
nization” and of presenting PepsiCo  globally. Because 
these days, she knows, you can’t take even an emerging 
market for granted. . . .

Nooyi sells her ideas with a famous intensity. Her 
colleagues say she “brings her whole self” to the of-
fice. She insists that everybody’s birthday is celebrated 
with a cake . . . and everyone is forever 35. Her karaoke 
machine is the ubiquitous party game at every PepsiCo 
gathering. She talks about being a mother. In December 
one executive recalls how Nooyi described to her whole 
team what it felt like to be a soccer mom whose week 
it was to bring the treats. You get a very specific list. 
You can’t have nuts. You can’t have wheat. The situation 
confounds the CEO mom, she confesses, urging them to 
“make it easy for me so I don’t have to think. We can do 
this. We already have the products.”

Just as she was held to very high standards in her 
youth, she expects everyone around her to measure up. 
She has red, green, and purple pens and uses them liber-
ally to mark up everything that crosses her desk. “My 
scribbles are legendary—legendary,” she says with a 
twinkle. Like “I have never seen such gross incompe-
tence.” Or “ ‘This is unacceptable,’ and I underline ‘un-
acceptable’ three times,” she says. She’s joking, but she 
gets her point across. One of her so-called love letters 
once scared some secretaries so badly that she had to 
go assure them that their bosses were not about to lose 
their jobs.

“She challenges you,” says Tim Minges, president of 
the Asia Pacific region. When his team couldn’t find an 
inexpensive alternative to palm oil for its products in 
Thailand last year, she kept pushing and pushing, say-
ing, “I hear you, I hear you, so what’s the right solu-
tion?” until they came up with one: rice bran oil. “But 
don’t try to delegate up, because she will bounce it right 
back in your face,” he says. . . .

With her team, there’s nothing remote about Nooyi. 
She is part schoolmarm, part mother hen. She once told 
Hugh Johnston, who worked for her in corporate strat-
egy, that he was dressed like a bum. At the time he was 
helping roll out the company’s IT program, and he 
 replied, “Indra, these are IT people; this is what we do. 
We don’t go out of the building.” When he moved to 
headquarters, she told him where to shop, and he has 
acquired a whole new wardrobe. She knows she is de-
manding, and she worries about it. She throws dinners 
for members of her team and their spouses, including 
Q&A sessions in which she insists on getting questions 
from the spouses and won’t sit down until she does.

She appreciates the support from families, she says, 
because her career has been tough on her own family. 
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Questions for Discussion
Use Table 16–2 to evaluate the extent to which 1. 

Indra Nooyi displayed the characteristics associated 
with being a good leader and good manager.

Which different positive and negative leadership 2. 

traits and styles were displayed by Ms. Nooyi? 
Cite examples.

To what extent does Indra display situational 3. 

 approaches toward leadership. Explain. 

Which of the four types of transformational 4. 

 leadership behavior were displayed by Ms. Nooyi? 

Would you like to work for Indra Nooyi? Explain 5. 

why or why not. 

What did you learn about leadership from this case?6. 

Ethical Dilemma

Should You Cover for a Laid-Off Friend?99

You manage a group of software developers for a large 
organization and several days ago had the difficult task 
of notifying a friend who works for the company that 
he is being laid off. Even though he has performed won-
derfully in the past and you hate to see him go, your 
company lost a contract with a major client and thus his 
position has become obsolete.

The employee wants to build a house, and you’re 
aware that he is 10 days away from closing on a loan for 
it. He has sold his previous home and now is living with 
his in-laws. He asks you for a favor: could you extend his 
employment just 10 more days so that he can qualify for 
his new home loan? Unfortunately, you don’t have the au-
thority to do so, and you tell him you can’t help him.

He then tells you that the mortgage company will be 
calling sometime soon to get a verbal confirmation of 

his employment. The confirmation is an essential pre-
requisite if  your friend is to obtain the loan for his new 
home. Would you, he asks, tell the mortgage company 
that he is still employed?

What Would You Do?
Tell the mortgage company your friend is still em-1. 

ployed by the company. Your friend needs a break, 
and you are confident that he’ll find a job in the 
near future.

Refuse to lie. It is unethical to falsify information 2. 

regarding employment.

Simply avoid the mortgage company’s phone call.3. 

Invent other options. Discuss.4. 

Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner



Chapter 17
Organizational Design, 
Effectiveness, and Innovation 

 When you finish studying the material in this chapter, you should be able to:

Describe the four characteristics common to all organizations, and 
explain the difference between closed and open systems.

Define the term learning organization.

Describe seven basic ways organizations are structured. 

Discuss Burns and Stalker’s findings regarding mechanistic and organic 
organizations.

Identify when each of the seven organization structures is the right fit.

Describe the four generic organizational effectiveness criteria. 

Explain how managers can prevent organizational decline.

Discuss the difference between innovation, invention, creativity, and 
integration.

Review the myths about innovation.

Explain the model of innovation.
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Student Resources for Studying Chapter 17

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

 Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, • 

and discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

Companies have long formed alli-

ances and joint ventures. Recently, 

they’ve come together to swap employees, a practice 

Google and Procter & Gamble have experimented 

with to share expertise.

The next wave could be “federations.” In such 

 arrangements, companies can exchange much more 

than their knowledge, profits, or workers. They share 

access to parts of their info tech systems. Today the 

practice is common between such business partners 

as employers and their 401(k) providers. 

But some tech experts believe federations could 

have a far broader impact when it comes to cross-

company collaboration. 

Frank Modruson, chief information officer at 

Accenture, says his company recently gave Microsoft 

employees access to its collaboration software. That 

means staff can find, chat with, instant message, or vid-

eoconference with any employee at the other company. 

Modruson says he has received eight requests from 

clients in the past month to set up a similar structure 

with Accenture, up from none in January. 

Federating the same software between two com-

panies is fairly simple. But opening up systems that in-

volve multiple applications and dozens, if not hundreds, 

of companies is much more complex. That’s not hap-

pening yet, but it should, says John Hagel, co-chairman 

of Deloitte’s Center for Edge Innovation. Companies 

increasingly design products and run supply chains with 

large groups of specialized partners. “For the compa-

nies that can figure this out,” says Hagel, “it’s a massive 

opportunity.”

And federated IT systems could be the building 

blocks for ad hoc ventures that pop up for specific proj-

ects. Accenture’s chief scientist, Kishore Swaminathan, 

sees federation as a way to handle sudden spikes in 

demand or share data between agencies in criminal in-

vestigations. Ideally, he says, “it could be turned on and 

off instantly.”1

FOR DISCUSSION

Why is the existence of federations growing? 

Virtually every aspect of life is affected at least indirectly by some type of or-
ganization. We look to organizations to feed, clothe, house, educate, and employ 
us. Organizations attend to our needs for entertainment, police and fire protec-
tion, insurance, recreation, national security, transportation, news and informa-
tion, legal assistance, and health care. Many of these organizations seek a profit; 
others do not. Some are extremely large; others are tiny mom-and-pop operations. 
Despite this mind-boggling diversity, modern organizations have one basic thing 
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in common: they are the primary context for organizational behavior. As men-
tioned in Chapter 1, organizations are the chessboard upon which the game of 
organizational behavior is played. Therefore, present and future organizational 
members need a working knowledge of modern organizations to improve their 
chances of making the right moves.

The chapter opening vignette highlights some of the changes taking place 
in today’s organizations. Federations of diverse organizations collaborating with 
each other to achieve an objective was unheard of five years ago. These types 
of changes are being fueled by a combination of globalization and information 
technology, which was discussed in Chapter 14.2 As you will learn in this chapter, 
these driving forces have caused some organizations to dramatically change their 
operations and structure. Boeing is a good example.

 Since it was made available for sale in 2003, Boeing has sold 892 Dreamliners to 

57 customers around the world. At a list price of $162 million, that’s worth about 

$145 billion. Yet not a single Dreamliner has flown, and the 787 is more than a year 

behind schedule. One reason is that Boeing has been innovative to a fault. When it 

decided to engineer a new aircraft, the company also decided to engineer a new manu-

facturing process. That process includes dozens of partners around the globe that build 

and preassemble big pieces of the plane. Boeing’s job is to manage this far-flung supply 

chain and to make sure that parts fit together flawlessly on the factory floor in Everett, 

Wash. That, too, is the future, but only if Boeing can figure out how to do it right.3 

Time will tell whether or not Boeing’s new manufacturing process and structure 
will define the future construction of commercial aviation. 

The overall goal of this chapter is to provide you with a solid foundation for 
understanding how organizational design influences organizational effectiveness 
and innovation. We begin by defining the term organization, discussing impor-
tant dimensions of organization charts, and contrasting views of organizations as 
closed or open systems. Our attention then turns to the various ways organizations 
are designed, from traditional divisions of work to more recent, popular ideas 
about lowering barriers between departments and companies. Next, we discuss the 
contingency approach to designing organizations. We then explore various criteria 
for assessing an organization’s effectiveness, and conclude by discussing the topic 
of organizational innovation.

Organizations: Definition and 
Perspectives 

As a necessary springboard for this chapter, we need to formally define the term 
organization, clarify the meaning of organization charts, and explore two open-
system perspectives of organizations.

What Is an Organization?
According to Chester I Barnard’s classic definition cited in Chapter 1, an organi-

zation is “a system of consciously coordinated activities or forces of two or more 
persons.” 4 Embodied in the conscious coordination aspect of this definition are 
four common denominators of all organizations: coordination of effort, a com-
mon goal, division of labor, and a hierarchy of authority.5 Organization theorists 
refer to these factors as the organization’s structure.

LO.1to the point
What are the 
four charac-
teristics of 
organizational 
structure, and 
what are the 
key conclu-
sions regard-
ing closed and 
open systems 
and a learning 
organization?
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Coordination of effort is achieved through formulation and enforcement of 
policies, rules, and regulations. Division of labor occurs when the common goal 
is pursued by individuals performing separate but related tasks. The hierarchy of 
authority, also called the chain of command, is a control mechanism dedicated 
to making sure the right people do the right things at the right time. Historically, 
managers have maintained the integrity of the hierarchy of authority by adhering 
to the unity of command principle. The unity of command principle  specifies that 
each employee should report to only one manager. Otherwise, the argument goes, 
inefficiency would prevail because of conflicting orders and lack of personal ac-
countability. (Indeed, these are problems in today’s more fluid and flexible organi-
zations based on innovations such as cross-functional, self-managed, and virtual 
teams.) Managers in the hierarchy of authority also administer rewards and pun-
ishments. When operating in concert, the four definitional factors—coordination 
of effort, a common goal, division of labor, and a hierarchy of authority—enable 
an organization to come to life and function. 

Organization Charts
An organization chart is a graphic representation of formal authority and  division 
of labor relationships. To the casual observer, the term organization chart means 
the family tree–like pattern of boxes and lines posted on workplace walls. Within 
each box one usually finds the names and titles of current position holders. To or-
ganization theorists, however, organization charts reveal much more. The partial 
organization chart in Figure 17–1 reveals four basic dimensions of organizational 
structure: (1) hierarchy of authority (who reports to whom), (2) division of labor, 
(3) spans of control, and (4) line and staff  positions. 

Hierarchy of Authority As Figure 17–1 illustrates, there is an unmistak-
able hierarchy of authority. Working from bottom to top, the 10 directors report 
to the two executive directors who report to the president who reports to the chief  
executive officer. Ultimately, the chief  executive officer answers to the hospital’s 
board of directors. The chart in Figure 17–1 shows strict unity of command up and 
down the line. A formal hierarchy of authority also delineates the official commu-
nication network and speaks volumes about compensation. Research shows that 
there is an increasing wage gap between layers over time. That is, the difference in 
pay between successive layers tends to increase over time.6

Division of Labor In addition to showing the chain of command, the sam-
ple organization chart indicates extensive division of labor. Immediately below the 
hospital’s president, one executive director is responsible for general administra-
tion while another is responsible for medical affairs. Each of these two specialities 
is further subdivided as indicated by the next layer of positions. At each succes-
sively lower level in the organization, jobs become more specialized.

Spans of Control The span of control refers to the number of people re-
porting directly to a given manager.7 Spans of control can range from narrow to 
wide. For example, the president in Figure 17–1 has a narrow span of control of 
two. (Staff  assistants usually are not included in a manager’s span of control.) The 
executive administrative director in Figure 17–1 has a wider span of control of 
five. Historically, spans of seven to ten people were considered best. More recently, 
however, corporate restructuring and improved communication technologies have 
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increased the typical span of control.8 Despite years of debate, organization theo-
rists and senior executives have not arrived at a consensus regarding the ideal span 
of control (see the Real World/Real People feature on page 505). 

Generally, the narrower the span of control, the closer the supervision and the 
higher the administrative costs as a result of a higher manager-to-worker ratio. 
Recent emphasis on empowering employees and administrative efficiency dictates 
spans of control as wide as possible but guarding against inadequate supervision 
and lack of coordination. Wider spans also complement the trend toward greater 
worker autonomy and participation.

Line and Staff Positions The organization chart in Figure 17–1 also dis-
tinguishes between line and staff positions. Line managers such as the president, the 
two executive directors, and the various directors occupy formal  decision-making 
positions within the chain of command. Line positions generally are connected by 
solid lines on organization charts. Dotted lines indicate staff relationships. Staff

personnel do background research and provide technical advice and recommenda-
tions to their line managers, who have the authority to make decisions. For example, 
the cost-containment specialists in the sample organization chart merely advise the 

Staff personnel

Provide research, 
advice, and 

recommendations 
to line managers.

Line managers

Have authority to 
make organizational 

decisions.

Figure 17–1 Sample Organization Chart for a Hospital (executive and director levels only)
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president on relevant matters. Apart from supervising the work of their own staff  
assistants, they have no line authority over other organizational members. Modern 
trends such as cross-functional teams and matrix structures, which are discussed 
later in this chapter, are blurring the distinction between line and staff.

An Open-System Perspective of Organizations
To better understand how organizational models have evolved over the years, we 
need to know the difference between closed and open systems.9 A closed system

is said to be a self-sufficient entity. It is “closed” to the surrounding environment. 
In contrast, an open system depends on constant interaction with the environ-
ment for survival. The distinction between closed and open systems is a matter 
of degree.10 Because every worldly system is partly closed and partly open, the 
key question is: How great a role does the environment play in the functioning 
of the system? For instance, a battery-powered clock is a relatively closed system. 
Once the battery is inserted, the clock performs its time-keeping function hour 
after hour until the battery goes dead. The human body, on the other hand, is a 
highly open system because it requires a constant supply of life-sustaining oxygen 
from the environment. Nutrients also are imported from the environment. Open 
systems are capable of self-correction, adaptation, and growth, thanks to charac-
teristics such as homeostasis and feedback control.

Historically, management theorists downplayed the environment as they 
used closed-system thinking to characterize organizations as either well-oiled 
machines or highly disciplined military units. They believed rigorous planning 
and control would eliminate environmental uncertainty. But that proved unre-
alistic. Drawing upon the field of  general systems theory that emerged during 
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Consider Pepsico Inc.’s Gemesa cookie business in 

Mexico as a case in point. There, workers have been 

briefed on company goals and processes so that they do 

more themselves to keep production running smoothly. 

New pay systems reward productivity, quality, service 

and teamwork while penalizing underperformance. That 

promotes efficiency, Pepsico says, while letting managers 

function more as coaches of self-motivating teams.

 Gemesa last year ran its factories with 56 employees 

per boss, Pepsico says, instead of the 12:1 ratio that pre-

vailed in the mid-1990’s. The changes have helped Gemesa 

improve its business results, the company adds. . . .

 Not all companies are eager to give bosses more 

subordinates. Sun Microsystems Inc. prefers work 

teams of 10 people or fewer, says Ann Bamesberger, 

vice president, Open Work Services group, at the Santa 

Clara, Calif., computer company.

 Sun lately has put more energy into redesigning 

work environments, so that teams can expand and 

contract more easily as projects evolve, says Ms. 

Bamesberger. Among those initiatives: better support 

for engineers who sometimes work from home and 

flexible seating so that growing teams can fit in new 

members without losing proximity.

 One boss with more than two dozen people 

reporting to her is Cindy Zollinger, president of 

Cornerstone Research, a litigation-consulting firm.

 “I don’t really manage them in a typical way,” 

Ms. Zollinger says. “They largely run themselves. I help 

them in dealing with obstacles they face, or in making 

the most of opportunities that they find.”

Do you think an individual can effectively man-
age 24 employees? Explain.

SOURCE: Excerpted from G Anders, “Overseeing More 

Employees—with Fewer Managers,” The Wall Street Journal, 

March 24, 2008, p B6.

Companies Have Different Views about the Optimum Span of Control
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the 1950s, organization theorists suggested a more dynamic model for organi-
zations.11 The resulting open-system model likened organizations to the human 
body. Accordingly, the model in Figure 17–2 reveals the organization to be a 
living organism that transforms inputs into various outputs.  The outer boundary 
of  the organization is permeable. People, information, capital, and goods and ser-
vices move back and forth across this boundary. Moreover, each of the five orga-
nizational subsystems—goals and values, technical, psychosocial, structural, and 
managerial—is dependent on the others. Feedback about such things as sales and 
customer satisfaction or dissatisfaction enables the organization to self-adjust 
and survive despite uncertainty and change. In effect, the organization is alive.

Learning Organizations
In recent years, organization theorists have extended the open-system model by 
adding a “brain” to the “living body.” Organizations are said to have human-like 
cognitive functions, such as the abilities to perceive and interpret, solve problems, 
and learn from experience. Today, managers read and hear a good deal about 
learning organizations and knowledge management (as discussed in Chapter 12).12 
Peter Senge, a professor at the Massachusetts Institute of Technology, popularized 

LO.2

Figure 17–2 The Organization as an Open System

SOURCE: This model is a combination of Figures 5–2 and 5–3 in F E Kast and J E Rosenzweig, Organization and Management: A Systems 

and Contingency Approach, 4th ed (New York: McGraw-Hill, 1986), pp 112, 114. Copyright © 1986. Reprinted with permission of the 

McGraw-Hill Companies, Inc.
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Employees at learning organizations collaborate with one 

another to come up with the best results.

the term learning organization in his best-selling book The Fifth Discipline. He 
described a learning organization as “a group of people working together to col-
lectively enhance their capacities to create results that they truly care about.”13 A 
practical interpretation of these ideas results in the following definition. A  learning 

organization is one that proactively creates, acquires, and transfers knowledge and 
that changes its behavior on the basis of new knowledge and insights.14

Learning organizations actively try to infuse their organizations with new ideas 
and information. They do this by constantly scanning their external environments, 
hiring new talent and expertise when needed, and devoting significant resources to 
train and develop their employees. Next, new knowledge must be transferred through-
out the organization. Learning organizations strive to reduce structural, process, and 
interpersonal barriers to the sharing of information, ideas, and knowledge among or-
ganizational members. In support of this recommendation, recent research shows that 
organizational learning was significantly associated with leadership,  organizational 
structure, and organizational culture.15 Finally, behavior must change as a result of 
new knowledge. Learning organizations are results oriented. They foster an environ-
ment in which employees are encouraged to use new behaviors and operational pro-
cesses to achieve corporate goals.

An expert recently proposed the following 
four-step process for developing a learning infra-
structure: 

 First, organizations that focus on execution-as-

 learning use the best knowledge obtainable (which 

is understood to be a moving target) to inform the 

design of specific process guidelines. Second, they en-

able their employees to collaborate by making infor-

mation available when and where it’s needed. Third, 

they routinely capture process data to discover how 

work is really being done. Finally, they study these 

data in an effort to find ways to improve.16   

Following this four-step process should en-
courage employees to view learning as a daily ac-
tivity, thereby increasing overall levels of organizational learning.

Organization Design 
in a Changing  World  

Until a few decades ago, most management theorists thought about organizations’ 
structures mainly in terms of how each organization arranged its hierarchy from 
top to bottom. More recently, many organizations have emphasized horizontal 
relationships to carry out entire processes or to operate with teams. In addition, 
some companies’ managers have seen alternatives to working within the boundar-
ies that have traditionally defined organizations. In this section, we look at seven 
types of structures that have resulted from each of these three points of view.17

Traditional Designs
Organizations defined by the traditional approach tended to have functional, 
 divisional, and/or matrix structures. Each of these structures relied on the vertical 
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hierarchy and attempted to define clear departmental boundaries and reporting 
relationships. Let us consider each type of structure.

Functional Structure A functional structure groups people according to the 
business functions they perform, for example, manufacturing, marketing, and fi-
nance. A manager is responsible for the performance of each of these functions, and 
employees tend to identify strongly with their particular function, such as sales or 
engineering. The organization chart in Figure 17–1 illustrates a functional structure. 
Responsibility at this hospital is first divided into administrative and medical func-
tions, and within each category, directors are responsible for each of the functions. 
This arrangement puts together people who are experts in the same or similar ac-
tivities. Thus, as a small company grows and hires more production workers, sales-
people, and accounting staff, it typically groups them together with a supervisor 
who understands their function.

Divisional Structure In a divisional structure, the organization groups to-
gether activities related to outputs, such as type of product or type (or location) 
of customer. For example, General Electric has six businesses (major product divi-
sions): GE Commercial Finance, GE Healthcare, GE Industrial, GE Infrastructure, 
GE Money, and NBC Universal. These major business areas are subdivided into 
either product or geographic divisions. GE Healthcare is divided into product divi-
sions such as Clinical Systems and Diagnostic Imaging; and GE Money is divided 
into three geographic divisions: Americas; Asia Pacific; and Europe, Middle East, 
and Africa.18 The people in a division can become experts at making a particular type 
of product or serving the particular needs of their customer group or geographic 
area. Typically, each division has a functional structure. Some organizations have 
concluded that using a functional or divisional structure divides people too much, 
ultimately creating silos within the organization. This in turn detracts from the extent 
to which employees collaborate and share best practices across functions. One way to 
address this problem while still focusing on hierarchy is to create a matrix structure. 

Matrix Structure Organizations use matrix structures when they need stron-
ger horizontal alignment or cooperation in order to meet their goals. For example, 
Hachette Filipacchi Media, the world’s largest magazine publisher, is restructuring 
its U.S. operations into a matrix structure. CEO Alain Lemarchand is doing this 
because he wants to create greater integration and collaboration between three chief  
brands of women’s titles and the functions of editorial, ad sales, business develop-
ment, and event marketing.19 A matrix structure combines a vertical structure with 
an equally strong horizontal overlay. This generally combines functional and divi-
sional chains of command to form a grid with two command structures, one shown 
vertically by function, and the other shown horizontally, by product line, brand, 
customer group, or geographic region. In the example shown in Figure 17–3, Ford 
might set up vice presidents for each functional group and project managers for each 
make of car. Employees would report to two managers: one in charge of the func-
tion they perform and the other in charge of the project they are working on. 

Matrix organizations historically received a bad rap for being too complex and 
confusing. The reality is that it takes much more collaboration and integration to 
effectively implement this structure. Jay Galbraith, an expert on matrix structures, 
noted that matrix structures frequently fail because management fails to create com-
plimentary and reinforcing changes to the organization’s IT systems, human resource 
procedures (e.g., performance appraisals, rewards, selection criteria), planning and 



Vice

President,

Marketing

Vice

President,

Production

Vice

President,

Engineering

Project

Manager,

Taurus

Project

structure

Functional

structure

Vice

President,

Finance

President

Project

Manager,

Mustang

Project

Manager,

Explorer

Project

Manager,

Expedition

Subordinate

reports to

both Vice

President of

Marketing

(above) AND

to Project

Manager for

Mustang (left)

 Chapter Seventeen   Organizational Design, Eff ectiveness, and Innovation 509

budgeting processes, organizational culture, internal processes, and so on.20 He con-
cluded that “organization structures do not fail; managements fail at implemen-
tation.”21 This type of structure increasingly is being used by companies that are 
expanding into internal markets .

Focus on Collaboration: Horizontal Design
The traditional approach of dividing up work according to functions, products, 
and customers is dissatisfying to managers who want to focus on bringing people 
together, without internal boundaries keeping them apart. If  you want people 
to share knowledge and continually improve the way things are done, you need 
to create an environment in which collaboration feels easy and natural. Many 
 organizations with this viewpoint have emphasized horizontal relationships 
among people who are working on shared tasks more than vertical relationships 
in a traditional organizational design.

This horizontal approach to organizational design tends to focus on work 
processes. A process consists of every task and responsibility needed to meet a 
customer need, such as developing a new product or filling a customer order. 
Completing a process requires input from people in different functions, typically 

Figure 17– 3 Matrix Structure
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organized into a cross-functional team (described in Chapter 11). Thus, teamwork 
is a feature of organizations designed horizontally. Two experts in organization 
design have identified five principles for designing a horizontal organization:

Organize around complete workflow processes rather than tasks.1. 

Flatten hierarchy and use teams to manage everything.2. 

Appoint process team leaders to manage internal team processes.3. 

Let supplier and customer contact drive performance.4. 

Provide required expertise from outside the team as required.5. 22 

Designs That Open Boundaries 
between Organizations 
While the horizontal organization aims to break down barriers within organizations, 
some structures are based on the idea that not even barriers between organizations 
are always ideal. Sometimes organizations can perform better by creating structures 
in which they can pool their resources to work toward a shared goal. This strategic 
approach results in structures that are called hollow, modular, or virtual.

Hollow Structure A hollow organization results from strategic applica-
tion of the trend toward outsourcing. The organization’s managers identify core 
 competencies—functions the organization can do better and more profitably than 
other organizations. It then outsources noncore processes to vendors who can do 
them cheaper or faster. An athletic shoe company, for example, might decide that it 
can excel at developing new designs, owing to its design talent and knowledge of the 
market. Then it might find outsourcing partners to handle other activities such as 
manufacturing, order taking, shipping, and managing employee benefits. The more 
processes that are outsourced, the more the resulting organization is “hollow”—and 
focused on what it does best. Furniture company Herman Miller goes outside the 
organization for design expertise. CEO Brian Walker explains the advantages:

This external network ensures that we are always taking a fresh look at problems faced 

by our customers without subjecting it to our own filters. If you have only an internal 

design staff, even an enormously talented one, you are inherently limited by their exist-

ing world view and experiences. Our ability to tap into a broader outside network lets 

us . . . get a fresh perspective on existing or emerging problems.23 

Herman Miller also uses other organizations for manufacturing; Walker says the com-
pany is “more . . . an integrator than a manufacturer,” which makes it less resistant to 
new product ideas because it doesn’t have to change manufacturing processes itself.

A hollow structure is useful when an organization is faced with strong price 
competition and there are enough companies to perform the required outsourced 
processes.

Modular Structure A modular organization, like a hollow organization, 
uses outsourcing. But instead of outsourcing processes, it outsources parts of a 
product, such as components of a jet or subroutines of a software program. The 
modular organization is responsible for ensuring that the parts meet quality re-
quirements, that the parts arrive in a timely fashion, and that the organization 
is capable of efficiently combining the parts into the final whole. This design is 
useful when a company can identify product modules and create design interfaces 
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that allow it to assemble parts into a working order. A well-known 
example is Boeing, in its production of the 787 Dreamliner. As pre-
viously mentioned, the delay of the Dreamliner is due to Boeing’s 
difficulties in managing its far-flung supply chain and to making 
sure the parts fit together flawlessly on the factory floor in Everett, 
Wash.24 Modular structures are used in other industries such as au-
tomobile manufacturing, bicycle production, home appliances, con-
sumer electronics, and software development.  

Virtual Structure Finally, an organization may identify part-
ners to create a virtual organization, “a company outside a company 
created specifically to respond to an exceptional market opportunity 
that is often temporary.”25 Just as “virtual memory” in a computer 
causes it to seem as if  it has more memory, so a virtual organization 
does more than what its founding organization could do with the re-
sources within the organization’s boundaries. The organization iden-
tifies partners with the needed talents and negotiates an agreement in 
which the participants typically work in separate facilities. Instead of 
relying heavily on face-to-face meetings, however, members of virtual 
organizations send e-mail and voicemail messages, exchange project 
information over the Internet, and convene videoconferences among 
dispersed participants. Information technology clearly enables vir-
tual organizations to work toward common goals, such as developing 
a new product or entering a new market. For instance, virtual organi-
zations can help in developing cell phones for the US market. 

AT&T and Verizon dominate the market for wireless service to 
such a degree that phone producers must work with them to create 
compatible products and to develop a pipeline for selling them. Nokia, 
which had trouble gaining market share in the United States, recently 
shifted its strategy “to develop phones in partnership with US carriers, in part by 
assigning 300 product developers each to AT&T and Verizon.”26 Salespeople and 
R&D personnel also are assigned to work with particular wireless carriers. In gen-
eral, a virtual organization demands flexibility, and managers must be able to lead 
and motivate people in separate locations. This structure is valuable for organiza-
tions that want to grow through partnerships with other companies.27

go to the Web for the Group Exercise:  Stakeholder Audit Team

The Contingency Approach 
to Designing Organizations 
According to the contingency approach to organization design, organizations tend 
to be more effective when they are structured to fit the demands of the situation.28 
For example, the Real World/Real People feature on page 512 illustrates how 
Toyota is changing the organizational structure of its US operations in response 
to poor financial performance in 2008 and 2009. The purpose of this section is to 
introduce you to the contingency approach to organization design by reviewing 
a landmark study, drawing a distinction between centralized and decentralized 
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decision making, and discussing when each of the organization designs is best 
suited to  the context. 

Mechanistic versus Organic Organizations  
A landmark contingency design study was reported by a pair of British behavioral 
scientists, Tom Burns and G M Stalker. In the course of their research, they drew 
a very instructive distinction between what they called mechanistic and organic 
organizations. Mechanistic organizations  are rigid bureaucracies with strict rules, 
narrowly defined tasks, and top-down communication. A mechanistic organization 
generally would have one of the traditional organization designs described earlier 
in this chapter. Ironically, it is at the cutting edge of technology that this seemingly 
out-of-date approach has found a home. In the highly competitive business of 
Web hosting—running clients’ Web sites in high-security facilities humming with 
Internet servers—speed and reliability are everything. Enter military-style manag-
ers who require strict discipline, faithful adherence to thick rule books, and flaw-
less execution. But, as BusinessWeek observed, “The regimented atmosphere and 
military themes . . . may be tough to stomach for skilled workers used to a more 
free-spirited atmosphere.”29 

Oppositely, organic organizations  are flexible networks of multitalented indi-
viduals who perform a variety of tasks. An example is Eileen Fisher, Inc., which 
designs and manufactures women’s clothing. The company’s leadership includes 
Susan Schor, who—in the words of founder Eileen Fisher—“came in and created 
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Toyota Motor Corp. is expected to announce as early 

as Friday a major overhaul of its U.S. operations, bring-

ing engineering, manufacturing and sales under a single 

executive to revamp the ailing business. . . .

 Toyota’s U.S. operations for years generated some 

of the company’s biggest profits but now are suffering 

from plunging sales. . . . As part of the reorganization, 

Toyota is expected to bring together engineering, 

manufacturing, and sales under one umbrella run by 

Mr. Inaba. Currently, U.S. sales reports to one executive 

and manufacturing and engineering to another. . . .

 “The problem is every silo reported back to some-

one different, but now they need someone in charge 

of the whole choir,” said a former Toyota executive. 

He said Mr. Inaba is a big-picture thinker and is “much 

better at 60,000 feet,” which means he needs a strong 

staff that can make his ideas work at ground level. . . .

 The U.S. revamping is intended to concentrate 

more power in a small number of executives and pro-

mote more coordination among different units that in 

the past reported directly to their respective bosses at 

Toyota’s headquarters.

What type of organizational design is Toyota 
planning to use? 

 SOURCE: Excerpted from N Shirouzu, “Toyota Plans a Major 

Overhaul in U.S.,” The Wall Street Journal, April 10, 2009, p B3. 

Toyota Changes Its Organizational Structure in Response 

to a Plunge in Sales

REAL WORLD | real people 

Toyota is hoping President Yoshimi Inaba can rescue its 

US operations during the slumping economy.
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her own place:” heading all aspects of “people and culture,” including employee 
development, social consciousness, human resources, and internal communica-
tions. Schor’s accomplishments include crafting an organizational structure in 
which all employees work in teams run by facilitators and “no one reports to 
anyone. Instead, we ‘connect into’ someone else.”30 These qualities of an organic 
organization are easiest to maintain with the lowered boundaries of horizontal 
and virtual organizations. Internet technology has made such arrangements more 
practical by enabling individuals to develop networks of people with whom they 
can readily share information as needed—a kind of “ecosystem” of people and 
knowledge.31 The organization’s job then becomes a matter of helping people cre-
ate and use an optimal network for learning and collaborating.

A Matter of Degree Importantly, as illustrated in Table 17–1, each of the 
mechanistic-organic characteristics is a matter of degree. Organizations tend to be 
relatively mechanistic or relatively organic. Pure types are rare because divisions, 
departments, or units in the same organization may be more or less mechanistic 
or organic. From an employee’s standpoint, which organization structure would 
you prefer? 

Different Approaches to Decision Making Decision making tends 
to be centralized in mechanistic organizations and decentralized in organic orga-
nizations. Centralized decision making  occurs when key decisions are made by top 
management. Carol Bartz, Yahoo’s CEO, for example, has decided to implement 
a more top-down style of management because she wants to make the company 
more efficient.32 Decentralized decision making  occurs when important decisions 
are made by middle- and lower-level managers. Generally, centralized organi-
zations are more tightly controlled while decentralized organizations are more 
adaptive to changing situations.33 Semco, a Brazilian manufacturer, turned to a 
more decentralized structure when it needed to spark dramatic change. Ricardo 
Semler became CEO when Semco was headed for bankruptcy; he eliminated most 
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Table 17–1 Characteristics of Mechanistic and Organic Organizations

CHARACTERISTIC MECHANISTIC ORGANIZATION ORGANIC ORGANIZATION

1. Task definition and knowledge required Narrow; technical  → Broad; general

2.  Linkage between individual’s contribution 

and organization’s purpose

Vague or indirect  → Clear or direct

3. Task flexibility Rigid; routine  → Flexible; varied

4.  Specification of techniques, obligations, 

and rights

Specific  → General

5. Degree of hierarchical control High  → Low (self-control emphasized)

6. Primary communication pattern Top-down  → Lateral (between peers)

7. Primary decision-making style Authoritarian  → Democratic; participative

8. Emphasis on obedience and loyalty High  → Low

SOURCE: Adapted from discussion in T Burns and G M Stalker, The Management of Innovation (London: Tavistock, 1961), pp 119–25.
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 senior-management jobs and pushed decision making down to lower levels of self-
managed teams. The outcomes have been promising.

 The move initially caused inefficiencies and higher costs but eventually allowed low-level 

innovation to flourish. . . . Inventory backlogs have eased, product lines have expanded, 

and sales have jumped. . . . After the company’s reorganization, revenues climbed from 

$4 million to $212 million.34 

Experts on the subject warn against extremes of centralization or decentraliza-
tion. The challenge is to achieve a workable balance between the two extremes. A 
management consultant put it this way:

 The modern organization in transition will recognize the pull of two polarities: a need 

for greater centralization to create low-cost shared resources; and a need to improve 

market responsiveness with greater decentralization. Today’s winning organizations 

are the ones that can handle the paradox and tensions of both pulls. These are the 

firms that analyze the optimum organizational solution in each particular circum-

stance, without prejudice for one type of organization over another. The result is, 

almost invariably, a messy mixture of decentralized units sharing cost-effective cen-

tralized resources.35 

Centralization and decentralization are not an either–or proposition; they are an 
and–also balancing act.

Practical Research Insights When they classified a sample of actual com-
panies as either mechanistic or organic, Burns and Stalker discovered one type was 
not superior to the other. Each type had its appropriate place, depending on the envi-
ronment. When the environment was relatively stable and certain, the successful orga-
nizations tended to be mechanistic. Organic organizations tended to be the successful 
ones when the environment was unstable and uncertain.36 

In a more recent study of 103 department managers from eight manufactur-
ing firms and two aerospace organizations, managerial skill was found to have a 
greater impact on a global measure of department effectiveness in organic depart-
ments than in mechanistic departments. This led the researchers to recommend 
the following contingencies for management staffing and training:

 If we have two units, one organic and one mechanistic, and two potential applicants 

differing in overall managerial ability, we might want to assign the more competent to 

the organic unit since in that situation there are few structural aids available to the 

manager in performing required responsibilities. It is also possible that managerial train-

ing is especially needed by managers being groomed to take over units that are more 

organic in structure.37 

Another interesting finding comes from a study of 42 voluntary church or-
ganizations. As the organizations became more mechanistic (more bureaucratic) 
the intrinsic motivation of their members decreased. Mechanistic organizations 
apparently undermined the volunteers’ sense of freedom and self-determination. 
Additionally, the researchers believe their findings help explain why bureaucracy 
tends to feed on itself: “A mechanistic organizational structure may breed the need 
for a more extremely mechanistic system because of the reduction in intrinsically 
motivated behavior.”38 Thus, bureaucracy begets greater bureaucracy.

Most recently, field research in two factories, one mechanistic and the 
other organic, found expected communication patterns. Command-and-control 
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( downward) communication characterized the mechanistic factory. Consultative 
or participative (two-way) communication prevailed in the organic factory.39 

Both Mechanistic and Organic Structures Have Their Places 
 Although achievement-oriented students of OB typically express a distaste for 
mechanistic organizations, not all organizations or subunits can or should be or-
ganic. For example, McDonald’s could not achieve its admired quality and service 
standards without extremely mechanistic restaurant operations. Imagine the food 
and service you would get if  McDonald’s employees used their own favorite ways 
of doing things and worked at their own pace! On the other hand, mechanistic 
structure alienates some employees because it erodes their sense of self-control.

Getting the Right Fit 
All of the organization structures described in this chapter are used today because 
each structure has advantages and disadvantages that make it appropriate in some 
cases. For example, the clear roles and strict hierarchy of an extremely mechanistic 
organization are beneficial when careful routines and a set of checks and balances 
are important, as at a nuclear power facility. In a fast-changing environment with 
a great deal of uncertainty, an organization would benefit from a more organic 
structure that lowers boundaries between functions and organizations. Let us con-
sider each of the seven basic organization designs.

A functional structure can save money by grouping together people who need 
similar materials and equipment. Quality standards can be maintained because 
supervisors understand what department members do and because people in the 
same function develop pride in their specialty. Workers can devote more of their 
time to what they do best. These benefits are easiest to realize in a stable environ-
ment, where the organization doesn’t depend on employees to coordinate their 
efforts to solve varied problems. Today, fewer organizations see their environment 
as stable, so more are moving away from strictly functional structures.

Divisional structures increase employees’ focus on customers and products. 
Managers have the flexibility to make decisions that affect several functions in 
order to serve customer needs. This enables the organization to move faster if  a 
new customer need arises or if  a competitor introduces an important product. 
However, duplicating functions in each division can add to costs, so this structure 
may be too expensive for some organizations. Also, divisions sometimes focus on 
their own customer groups or products to the exclusion of the company’s overall 
mission. Ford Motor Company has struggled to unify its geographic and brand 
divisions to save money by sharing design, engineering, and manufacturing. 
Managers of geographic divisions have introduced new car models on different 
time lines and insisted that their customers want different features.40 In contrast, 
geographic divisions have helped McDonald’s grow by freeing managers to intro-
duce menu items and décor that locals appreciate.41 

A matrix structure tries to combine the advantages of functional and divi-
sional structures. This advantage is also the structure’s main drawback: it violates 
the unity of command principle, described previously in the chapter. Employees 
have to balance the demands of a functional manager and a product or project 
manager. When they struggle with this balance, decision making can slow to a 
crawl, and political behavior can overpower progress. Employees’ role clarity also 
may be reduced. The success of a matrix organization, therefore, requires superior 
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managers who communicate extensively, foster commitment and collaboration, 
manage conflict, and negotiate effectively to establish goals and priorities consis-
tent with the organization’s strategy.42 This conclusion underscores the importance 
of considering the organization’s culture prior to adopting a matrix structure. As 
discussed in Chapter 3, clan and adhocracy cultures, which endorse values related 
to flexibility and discretion, are more consistent with the requirements of a matrix 
structure. One organization that has made matrix structures work for decades is 
Procter & Gamble. To manage 138,000 employees in more than 80 countries, the 
company has a matrix structure in which global business units are responsible for 
a brand’s development and production, while market development organizations 
focus on the customer needs for particular regions and the way the brands can 
meet those needs. Employees have to meet objectives both for the brand and for 
the market, with different managers responsible for each.43 

Horizontal designs generally improve coordination and communication in 
organizations.44 Cross-functional teams can arrive at creative solutions to prob-
lems that arise in a fast-changing environment. Teams can develop new prod-
ucts faster and more efficiently than can functions working independently in 
a traditional structure. Horizontal designs also encourage knowledge sharing. 
However, because lines of  authority are less clear, managers must be able to 
share responsibility for the organization’s overall performance, build commit-
ment to a shared vision, and influence others even when they lack direct author-
ity.45 This type of  structure is a good fit when specialization is less important 
than the ability to respond to varied or changing customer needs. It requires 
employees who can rise to the challenges of  empowerment. A horizontal design 
is a good fit for Research in Motion (RIM) because it builds on employees’ deep 
product and customer knowledge. All employees use the company’s BlackBerry 
pocket computers, so they know what works and what doesn’t. RIM’s chief  ex-
ecutive maintains that because employees know the details of  what makes the 
BlackBerry work, they are well positioned to continue improving it: “We didn’t 
just buy an operating system from one company and a radio technology from 
another, and then have them assembled somewhere in Asia. We actually built the 
whole thing. . . . I don’t mind investing in it because I know there’s a return.”46 
RIM applies that knowledge by creating teams to brainstorm new ideas in every 
aspect of  the company’s operations.

Finally, organizations that open their boundaries to become hollow, modular, 
or virtual can generate superior returns by focusing on what they do best.47 Like 
functional organizations, they tap people in particular specialties, who may be 
more expert than the generalists of a divisional or horizontal organization. The 
downside of these structures is that organizations give up expertise and control in 
the functions or operations that are outsourced. Still, like divisional and horizon-
tal organizations, they can focus on customers or products, leaving their partners 
to focus on their own specialty area. In India, when Tata Motors wanted to de-
velop a $2,500 compact car, it decided its own engineers needed assistance, so Tata 
adopted a modular structure. Each of its suppliers tackled designing particular 
components to be as inexpensive as possible while still meeting quality standards, 
and Tata focused on coordinating their work.48 An example of a successful hollow 
organization is one global manufacturer that shifted its focus to developing prod-
ucts and contracted with outsourcing firms to make the products in the manufac-
turer’s own facilities, handling the process from ordering materials to shipping the 
finished product. The arrangement maintained quality while cutting labor costs 
by 40% by avoiding inefficiency and duplication of work.49 
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The success of organizations that work across boundaries depends on manag-
ers’ ability to get results from people over whom they do not have direct formal 
authority by virtue of their position in the organization. As previously mentioned, 
for example, Boeing has been embarrassed by its setbacks in manufacturing the 
Dreamliner from components provided by a network of suppliers, which did 
not always meet their commitments to Boeing.50 Also, individuals in these or-
ganizations may not have the same degree of commitment as do employees of 
a traditional organization, so motivation and leadership may be more difficult. 
Therefore, these designs are the best fit when organizations have suitable partners 
they trust; when efficiency is very important; when the organization can identify 
functions, processes, or product components to outsource profitably; and in the 
case of a virtual organization, when the need to be met is temporary. In a study of 
managers in 20 organizations that extensively collaborate with other companies, 
these efforts most often succeeded in companies that select and train for teamwork 
skills, invest in processes that promote collaboration, set up tools and systems for 
sharing information, and treat collaboration as one of the company’s ongoing 
programs requiring leadership.51 Another recent study of 177 international stra-
tegic alliances further showed that open structures work best when there is a high 
level of trust between partnering organizations.52

Organizational Effectiveness (and the 
Threat of Decline) 
How effective are you? If  someone asked you this apparently simple question, 
you would likely ask for clarification before answering. For instance, you might 
want to know if  they were referring to your grade point average, annual income, 
actual accomplishments, ability to get along with others, public service, or perhaps 
something else entirely. So it is with modern organizations. Effectiveness criteria 
abound.53 

Assessing organizational effectiveness is an important topic for an array of 
people, including managers, job hunters, stockholders, government agencies, 
and OB specialists. The purpose of  this section is to introduce a widely appli-
cable and useful model of  organizational effectiveness; we also will deal with the 
related problem of  organizational decline.

Generic Organizational-Effectiveness 
Criteria 

A good way to better understand this complex subject is to consider four generic 
approaches to assessing an organization’s effectiveness (see Figure 17–4). These ef-
fectiveness criteria apply equally well to large or small and profit or not-for-profit 
organizations. Moreover, as denoted by the overlapping circles in Figure 17– 4, 
the four effectiveness criteria can be used in various combinations. The key thing 
to remember is “no single approach to the evaluation of effectiveness is appro-
priate in all circumstances or for all organization types.”54 What do Coca-Cola 
and France Télécom, for example, have in common, other than being large profit-
seeking corporations? Because a multidimensional approach is required, we need 
to look more closely at each of the four generic effectiveness criteria. 
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Goal Accomplishment Goal accomplishment is the most widely used ef-
fectiveness criterion for organizations. Key organizational results or outputs are 
compared with previously stated goals or objectives. Deviations, either plus or 
minus, require corrective action. This is simply an organizational variation of the 
personal goal-setting process discussed in Chapter 9. Effectiveness, relative to the 
criterion of goal accomplishment, is gauged by how well the organization meets 
or exceeds its goals.

Productivity improvement, involving the relationship between inputs and 
outputs, is a common organization-level goal. Goals also may be set for organi-
zational efforts such as minority recruiting, sustainability, customer satisfaction, 
employee satisfaction, quality improvement, and fair reward systems.55 Given to-
day’s competitive pressures and e-business revolution, innovation and speed are 
very important organizational goals worthy of measurement and monitoring.56 
A few years ago, Toyota gave us a powerful indicator of where things are going 

Figure 17– 4 Four Ways to Assess Organizational Effectiveness

SOURCES: Adapted from discussion in K Cameron, “Critical Questions in Assessing Organizational Effectiveness,” 

Organizational Dynamics, Autumn 1980, pp 66–80; and K S Cameron, “Effectiveness as Paradox: Consensus and 

Conflict in Conceptions of Organizational Effectiveness,” Management Science, May 1986, pp 539–53.



 Chapter Seventeen   Organizational Design, Eff ectiveness, and Innovation 519

in this regard. The Japanese automaker announced it could custom-build a car in 
just five days! A customer’s new Toyota would roll off  the Ontario, Canada, as-
sembly line just five days after the order was placed. A 30-day lag was the industry 
standard at the time.57

Resource Acquisition This second criterion relates to inputs rather than 
outputs. An organization is deemed effective in this regard if  it acquires necessary 
factors of production such as raw materials, labor, capital, and managerial and 
technical expertise. Charitable organizations such as the Salvation Army judge 
their effectiveness in terms of how much money they raise from private and cor-
porate donations.58

Internal Processes This dimension of effectiveness focuses on “what the or-

ganization must excel at” to effectively meet its financial objectives and customers’ 

expectations. A team of researchers have identified four critical high-level internal 

processes that managers are encouraged to measure and manage. These processes in-

fluence productivity, efficiency, quality, safety, and a host of other internal metrics. 

The processes include organizational activities associated with (1) innovation, (2) cus-

tomer service and satisfaction, (3) operational excellence, and (4) being a good cor-

porate citizen.59 Companies tend to adopt continuous improvement programs, recall 

our discussion of TQM in Chapter 1, in pursuit of improving their internal processes. 

Consider how Aclan Packaging Food Americas, a multinational manufacturer of flex-

ible packaging, used continuous improvement (CI). 

 Alcan Packaging’s CI commitment has grown. We have hundreds of CI projects every 

year, in support functions as well as manufacturing—leading to millions of dollars in 

savings and value. They include:

• A companywide knife-safety project that reduced employee lacerations.

• A Toronto project that reduced the plant’s water consumption by 80 percent.

•  A waste-reduction process at the Neenah, Wis., plant that eliminates 21 truckloads 

of waste annually. . . .

In the HR department, we continue to deploy CI. It is effective for addressing social 

networking, college brand awareness, training, work/life balance and trust building.60

Strategic Constituencies Satisfaction Organizations both depend 
on people and affect the lives of people. Consequently, many consider the satis-
faction of key interested parties to be an important criterion of organizational 
effectiveness.

A strategic constituency  is any group of individuals who have some stake in the 
organization—for example, resource providers, users of the organization’s prod-
ucts or services, producers of the organization’s output, groups whose cooperation 
is essential for the organization’s survival, or those whose lives are significantly 
affected by the organization.61

Strategic constituencies (or stakeholders) generally have competing or con-
flicting interests.62 For instance, customers at gas pumps were not cheering when 
ExxonMobil’s first quarter 2009 earnings topped $10 billion.63 Strategic constitu-
ents or stakeholders can be identified systematically through a stakeholder audit.64 
A stakeholder audit  enables management to identify all parties significantly im-
pacted by the organization’s performance (see Figure 17–5). Conflicting interests 
and relative satisfaction among the listed stakeholders can then be dealt with. 
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A never-ending challenge for management is to strike a workable balance among 
strategic constituencies so as to achieve at least minimal satisfaction on all fronts.

Multiple Effectiveness Criteria: 
Some Practical Guidelines
Experts on the subject recommend a multidimensional approach to assessing the 
effectiveness of modern organizations. This means no single criterion is appropri-
ate for all stages of the organization’s life cycle. Nor will a single criterion satisfy 
competing stakeholders. Well-managed organizations mix and match effective-
ness criteria to fit the unique requirements of the situation.65 For example, Irdeto 
Holdings, which provides content protection for pay TV and video recordings, 
decided on a structural change after determining that sales were growing fastest in 
Asia, which already accounted for almost 40% of the company’s revenues. To meet 
business goals for serving this important geographic market, Irdeto’s executives 
decided to convert the company’s Beijing office into a second headquarters (the 
first headquarters is located near Amsterdam). This change serves an important 
constituency—Asian customers—but raised concerns with Amsterdam employees. 
Responding to that second constituency, Irdeto’s CEO, Graham Kill, announced 
plans to build a new Amsterdam office building and explained that employees can 
enjoy an exciting career path if  they are willing to rotate between the two head-
quarters cities. Management also has had to address internal processes, especially 
in developing Chinese managers to take initiative in decision making and to think 
about issues affecting the entire corporation, not just Asian markets.66 

Managers need to identify and seek input from strategic constituencies. This 
information, when merged with the organization’s stated mission and philosophy, 

Figure 17– 5 A Sample Stakeholder Audit Identifying Strategic Constituencies

SOURCE: From N C Roberts et al., “The Stakeholder Audit Goes Public,” Organizational Dynamics, Winter 

1989. © 1989. Reprinted with permission from Elsevier.
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enables management to derive an appropriate combination of  effectiveness crite-
ria. The following guidelines are helpful in this regard:

 • The goal accomplishment approach is appropriate when “goals are clear, con-
sensual, time-bounded, measurable.”67

 • The resource acquisition approach is appropriate when inputs have a traceable 
 effect on results or output. For example, the amount of money the World Wild-
life Fund receives through donations dictates the level of services provided.

 • The internal processes approach is appropriate when organizational performance 
is strongly influenced by specific processes (e.g., cross-functional teamwork).

 • The strategic constituencies approach is appropriate when powerful stake-
holders can significantly benefit or harm the organization.68

Keeping these basic concepts of organizational effectiveness in mind, we turn 
our attention to preventing organizational decline.

go to the Web for the Self-Exercise:  Organization Design Field Study

The Ever-Present Threat 
of Organizational Decline 

Sadly, 2008 and 2009 are filled with many examples of organizational decline. 
Previously successful firms such as AIG, Lehman Brothers, Morgan Stanley, 
Chrysler, General Motors, and Prologis experienced major decline during this 
period. These companies tripped up for a number of reasons including strategic 
blunders, risky investments, lack of responsiveness to customers, bad luck, and 
managerial resistance to change.69 Although the problems at these companies var-
ied, some of them turned the corner from success to decline rather suddenly and 
dramatically. Donald N Sull, a strategy professor at the London Business School, 
added this perspective:

One of the most common business phenomena is also one of the most perplexing: 

when successful companies face big changes in their environment, they often fail to 

respond effectively. Unable to defend themselves against competitors armed with 

new products, technologies, or strategies, they watch their sales and profits erode, 

their best people leave, and their stock valuations tumble. Some ultimately man-

age to recover—usually after painful rounds of downsizing and restructuring—but 

many don’t.70 

Researchers call this downward spiral organizational decline  and define it as 
“a decrease in an organization’s resource base.”71 The term resource is used very 
broadly in this context, encompassing money, talent, customers, and innovative 
ideas and products. Managers seeking to maintain organizational effectiveness 
need to be alert to the problem because experts tell us “decline is almost unavoid-
able unless deliberate steps are taken to prevent it.”72 The first key step is to recog-
nize the early warning signs of organizational decline.
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Early Warning Signs of Decline Short of illegal conduct, there are 14 
early warning signs of organizational decline:

 1. Excess personnel.

 2. Tolerance of incompetence.

 3. Cumbersome administrative procedures.

 4.  Disproportionate staff power (e.g., technical staff specialists politically overpower 

line managers, whom they view as unsophisticated and too conventional).

 5.  Replacement of substance with form (e.g., the planning process becomes more 

important than the results achieved).

 6. Scarcity of clear goals and decision benchmarks.

 7.  Fear of embarrassment and conflict (e.g., formerly successful executives may 

resist new ideas for fear of revealing past mistakes).

 8. Loss of effective communication.

 9. Outdated organizational structure.73

10. Increased scapegoating by leaders.

11. Resistance to change.

12. Low morale.

13. Special interest groups are more vocal.

14. Decreased innovation.74 

Managers who monitor these early warning signs of  organizational decline are 
better able to reorganize in a timely and effective manner. However, research 
has uncovered a troublesome perception tendency among entrenched top 
management teams. In companies where there had been little if  any turnover 
among top executives, there was a tendency to attribute organizational prob-
lems to external causes (e.g., competition, the government, technology shifts). 
Oppositely, internal attributions tended to be made by top management teams 
with many new members. Thus, proverbial “new blood” at the top appears to 
be a good insurance policy against misperceiving the early-warning signs of 
organizational decline.75

Preventing Organizational Decline The time to start doing some-
thing about organizational decline is when everything is going right. For it is dur-
ing periods of high success that the seeds of decline are sown.76 Complacency is the 
number one threat because it breeds overconfidence and inattentiveness. As one 
management writer recently explained,

[i]n organizations, complacency is a side effect of success. Growth brings bloat, and 

bloat slows the organization’s response to competitive threats. It is after sustained pe-

riods of success that organizations run the highest risk of getting hurt. At the moment 

of a company’s greatest triumph, senior management’s most important duty is to make 

sure that the butterflies are still fluttering in everybody’s belly.77

Complacency also leads to organizational  narcissism. Organizational narcis-
sism occurs when a company “loses sight of the ‘reality’ of its position in the 
marketplace and employs denial, self-aggrandizement, and a sense of entitle-
ment to prop up its damaged sense of identity.”78 Narcissism leads companies to 
deny facts about itself  and to use rationalizations and justifications to defend its 
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actions. Organizations can stave off  the tendency to become narcissistic by trying 
to remain fact-based and by realistically considering both supportive and negative 
evidence about the company’s status.79  

Organ izational  Innovation  
Innovation “is the creation of something new that makes money; it finds a path-
way to the consumer.”80 This definition highlights two key aspects of innovation. 
First, innovation is different from invention, which entails the creation of some-
thing new, and creativity, which was was defined in Chapter 12 as a process of 
developing something new or unique. The CEO of Procter & Gamble A G Lafley 
discussed this distinction in an interview with BusinessWeek. “You need creativ-
ity and invention, but until you can connect that creativity to the customer in the 
form of a product or service that meaningfully changes their lives, I would argue 
you don’t have innovation.” He uses the example of diapers to make his case. “We 
invented a material back in the 60s that would absorb a lot of water. Until we con-
verted it into a Pampers disposable baby diaper, it was just a new kind of material. 
We created this entirely new product category, and that created an industry.”81 

Second, innovation also is different from integration, which involves actions asso-
ciated with getting multiple people, units, departments, functions, or sites to work 
together in pursuit of a goal, idea, or project.82 As you will learn in this section, 
successful innovation relies on invention, creativity, and integration. 

We are discussing the topic of innovation in this chapter because it is an organi-
zational issue. That is, innovation requires us to integrate concepts pertaining to indi-
vidual behavior, groups and social processes, and organizational processes (recall the 
topical model of OB shown in Figure 1–5). It is important to have a good understand-
ing about innovation because it serves as the gasoline that fuels the economic engine 
of companies and countries alike. Interestingly, the United States’ standing as an 
innovative nation has been falling over the last decade. A recent study by the Boston 
Consulting Group and the National Association of Manufacturers revealed that the 
United States is the eighth most innovative country in the world, behind (1) Singapore, 
(2) South Korea, (3) Switzerland, (4) Iceland, (5) Ireland, (6) Hong Kong, and 
(7) Finland. Another recent study further showed that US companies were planning 
to decrease their spending on innovation in 2009 and to reduce its importance as a 
strategic priority.83 Time will tell whether or not this was a good decision.

 To guide our investigation into how organizations can be more innovative, this 
section discusses myths about innovation and presents a model of innovation.

Myths  about Innovation  
We would like to dispel two myths about innovation. The first focuses on the 
notion that innovation involves an epiphany or eureka moment. In other words, 
some people think that innovation is a spur-of-the-moment thing in which an 
idea is hatched, such as Isaac Newton discovering gravity after being hit on the 
head by an apple while sitting under a tree. This is a nice story, but it does not 
 represent reality. Others conceive innovation as something that occurs when a 
person is in the right place at the right time. Nothing could be further from the 
truth. Innovation does not occur like a thunderbolt. Rather, it is a  time-consuming 
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activity that takes hard work and dedication. 
Jack and Suzy Welch note that “it emerges in-
crementally, in bits and chugs, forged by a mixed 
bag of  coworkers from up, down, and across an 
organization, sitting and wrangling it out in the 
trenches.”84 Innovation is hard work and requires 
an investment in time and resources. For example, 
Spanish apparel firm Inditex and its Zara chain 
invested more than three decades in trying to de-
termine how to innovate its supply chain (see the 
Real World/Real People feature above).  Its efforts 
contributed to the company’s fourfold increase in 
sales since 2000.85  

Apple’s CEO Steve Jobs once was asked 
“how do you systematize innovation?” He an-
swered, “you don’t.”86 The second myth is that 

innovation can be systematized. If  it could, everyone would do it. There simply 
are too many  challenges associated with innovation that make its success un-
predictable. These challenges are discussed when we review a model of  innova-
tion in the next  section. 

Inditex’s secret? Besides selling relatively cheap clothes, 

which fit the times, the company maintains an iron grip 

on every link in its supply chain. That enables it to move 

designs from sketch pad to store rack in as little as 

two weeks. This “fast fashion” way of doing things has 

become a model for other apparel chains, such as Los 

Angeles-based Forever 21, Spain’s Mango, and Britain’s 

Topshop, which is set to open in New York next year.

 Inditex has spent more than three decades perfect-

ing its strategy. Along the way it has broken almost 

every rule in retailing.  At most clothing companies sup-

ply chain starts with designers, who plan collections as 

much as a year in advance. At Inditex, Zara store man-

agers monitor what’s selling daily—and with up to 70% 

of their salaries coming from commission, there’s a lot 

of incentive to get it right. They track everything from 

current sales trends to merchandise customers want 

but can’t find in stores, then shoot orders to Inditex’s 

300 designers, who fashion what’s needed instantly. . . .

 Wages are higher at Inditex—its factory workers 

in Spain make an average of $1,650 a month, vs. $206 

in China’s Guandong Province. But the company saves 

time and money on shipping. Also, Inditex’s plants use 

just-in-time systems developed in cooperation with 

logistics experts from Toyota Motor, which gives the 

company a level of control that would be impossible if 

it were entirely dependent on outsiders.

 In addition, Inditex supplies every market from 

warehouses in Spain. Even so, it manages to get new 

merchandise to European stores within 24 hours, and 

by flying goods via commercial airliners, to stores in 

the Americas and Asia in 48 hours or less.

Can other retailers copy Zara’s strategy? Explain.

SOURCE: Excerpted from K Capell, “Zara Thrives By Breaking All 

the Rules,” BusinessWeek, October 20, 2008, p  66 .

Zara Spends Decades to Innovate Its Supply Chain 

REAL WORLD | real people 

At Zara, store managers tell designers what customers 

want based on what happens in the store. Who knows, 

maybe that perfect pair of pants was made just for you!

Apple’s iPhone is one of the most innovative products 

of the 21st century. What do you foresee being the next 

innovative product released by Apple?
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A Model of  Innovation 
Innovation is not a static event. Rather, it is a dyamic process that ebbs and flows over 
time and can lead to many potential benefits, including revenue growth, new products 
and services, lower costs, improved products and services, and improved processes. 
These benefits can manifest in both the short and long term. Honda Motor, for ex-
ample, is investing millions in robotics research that is not expected to pay off for quite 
some time. They invented a robot that can follow four mental commands. “Honda says 
it foresees consumer applications—thinking a car trunk open, for instance. But R&D 
director Yasuhisa Arai concedes that ‘practical uses are still way in the future.’”87 

The process of growing a tree is a useful metaphor for understanding how or-
ganizations can become more innovative. Seeds are the starting point for growing 
trees. Over time, seeds evolve into strong trunks with the proper water, oxygen, nu-
trients, and sunlight. A healthy trunk enables a tree to survive and produce a canopy 
for all to enjoy its beauty, shade, or pollination. Innovation follows a similar pro-
cess. You will learn that experts have uncovered six seeds of innovation that organi-
zations can use to begin the process of becoming more innovative. These seeds will 
not produce innovation, however, unless an organization effectively manages a set 
of key challenges. Managing the seeds and challenges of innovation produces the 
trunk of innovation. Finally, innovation also needs special nutrients to help it grow, 
prosper, and deliver intended benefits. These nutrients include the proper organiza-
tional culture, leadership, people, and execution. Figure 17–6  shows that there are 
three components that influence the benefits of innovation: seeds of innovation, 

LO.10
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challenges of innovation, and nutrients of innova-
tion. Let us consider each  component. 

Seeds  of Innovation Seeds of innovation  
represent the starting point of organizational inno-
vation. After studying hundreds of innovations, an 
expert identified six seeds of innovation.88 They are

1.  Hard work in a specific direction. Most innova-

tions come from dedicated people diligently 

working to solve a well-defined problem. This 

hard work can span many years. 

2.  Hard work with direction change. Innovations fre-

quently occur when people change their approach 

toward solving a problem. In other words, hard 

work closes some doors and opens others.

3.  Curiosity. Innovations can begin when peo-

ple are curious about something of interest. 

Curiosity spawns the experimentation and in-

ventiveness inherent in innovation.

 4. Wealth and money. Innovations frequently occur because an organization or an 

individual simply wants to make money. Fiat’s being near bankruptcy, for in-

stance, drove the company to look for innovative ways to cut costs and grow 

market share in the United States. This is the reason Fiat took a stake in Chrysler 

in return for releasing small-car technology.89

 5. Necessity. Many innovations grow from the desire to achieve something or 

to complete a task that is needed to accomplish a broader goal. For example, 

“Xerox hired two researchers the company calls ‘innovation managers’ who will 

hunt for inventions and products from Indian startups that Xerox might adapt 

for North America. And Hewlett-Packard is using its research lab in India to 

see how it can migrate Web-interface applications for mobile phones in Asia and 

Africa to developed markets.”90

 6. Combination of seeds. Many innovations occur as a result of multiple factors. 

For example, Google trys to fuel innovation by allowing employees to spend 20% 
of their time on projects outside of their main job. This strategy allows employee 
curiosity to meld with hard work to produce new products.91

Challenges of  Innovation Figure 17–6 illustrates that the challenges 
of  innovation and the seeds of   innovation are interwoven in a dynamic relation-
ship that unfolds over time. The benefits of  innovation are less likely to occur if  
these two components of  innovation are not effectively integrated.92 The chal-
lenges  include

 Find an idea.1.  An idea is needed to create something new, and people can get ideas 

from many different sources: concentrated thinking, past experience, daydream-

ing, reading, talking with others, or intuition.

 2. Develop a solution. This challenge entails coming up with a model or prototype 

of a product or a workable solution to a problem. 

 3. Sponsorship and funding. Innovations require resources and someone to cham-

pion whatever organizational changes are needed to develop a new product or 
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service. Tata Motors, for example, has committed $1.5 billion to research and 

development. The company also gives out awards for the best annual innova-

tions and the most entrepreneurial employees.93 

 4. Reproduction. The company must figure out how to profitably make the new 

product or deliver a new service. 

 5. Reach your potential customer. Many innovations fail because the company can-

not figure out how to get the new product or service in the hands of consumers. 

Some experts recommend the use of job mapping. Job mapping “breaks down 

the task the customer wants done into a series of discrete process steps. By de-

constructing a job from beginning to end, a company gains a complete view of 

all the points at which a customer might desire more help from a product or 

service—namely, at each step in the job.”94 Job mapping helps companies deter-

mine how customers might best use new products and services.

 6. Beat your competitors. Remember that other companies may be pursuing the 

same breakthroughs. It is better to focus on a smaller number of innovations.

 7. Timing. Customers must be ready for the new product or service and employees 

must be prepared to make whatever changes are necessary to turn the innovation 

into reality. The timing of the innovation needs to be considered.

 8. Keep the lights on. Organizations must still make money while they are pursuing 

innovation. It is important to stay focused on keeping current customers happy 

while engaging in innovative activities. 

Nutrients  of Innovation Organizations are more likely to experience 
the benefits of innovation when the dynamic interplay between the seeds and 
challenges of innovation are supported and reinforced by the nutrients of inno-
vation: an organization’s culture, leadership, people, and ability to execute. For 
example, a recent meta-analysis revealed that innovation was positively associated 
with market, adhocracy, and clan cultures—recall our discussion in Chapter 3.95 
GE already has put this research finding into use in a training program called 
“Leadership, Innovation, and Growth.” Teams attending the training complete an 
internal assessment regarding the extent to which the culture is supportive of cre-
ativity. Participants then use the results to discuss how they might make the work 
environment more innovation friendly.96 Research also showed that transforma-
tional leadership was helpful in creating innovative alliances between companies 
and in encouraging employees’ creativity.97 

Moreover, research identified several employee characteristics that can help 
organizations innovate. For example, innovation was positively associated with 
the individual characteristics associated with creativity (see Chapter 12), the level 
of skills and abilities possessed by people, and employees’ self-efficacy for innova-
tion; employee abilities and self-efficacy were reviewed in Chapter 5.98 Finally, the 
ability to execute ultimately makes or breaks an organization’s attempts at bring-
ing new products and services to market. Why? 

Consider the definition of execution .

 Execution is a systematic process of rigorously discussing hows and whats, questioning, 

tenaciously following through, and ensuring accountability. It includes making assumptions 

about the business environment, assessing the organization’s capabilities, linking strategy 

to operations and the people who are going to implement the strategy, synchronizing 

those people and their various disciplines, and linking rewards to outcomes. It also in-

cludes mechanisms for changing assumptions as the environment changes and upgrading 
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Summary of Key Concepts

Describe the four characteristics common to all orga-1. 

nizations, and explain the difference between closed 

and open systems. They are coordination of effort 

(achieved through policies and rules), a common goal 

(a collective purpose), division of labor (people per-

forming  separate but related tasks), and a hierarchy 

of authority (the chain of command). Closed sys-

tems, such as a battery-powered clock, are relatively 

self-sufficient. Open systems, such as the human 

body, are highly dependent on the environment for 

survival.  Organizations are said to be open systems.

Define the term2.  learning organization. A learning 

organization is one that proactively creates, acquires, 

and transfers knowledge and changes its behavior on 

the basis of new knowledge and insights.

Describe seven basic ways organizations are struc-3. 

tured. Traditional designs include (1) functional 

structures, in which work is divided according to 

function; (2) divisional structures, in which work 

is divided according to product or customer type 

or location; and (3) matrix structures, with dual-

reporting structures based on product and function. 

Organizations also may be designed (4) horizontally, 

with cross-functional teams responsible for entire 

processes. Organization design also may reduce bar-

riers between organizations, becoming (5) hollow or-

ganizations, which outsource functions; (6) modular 

organizations, which outsource the production of  a 

product’s components; or (7) virtual organizations, 

which temporarily combine the efforts of  mem-

bers of  different companies in order to complete a 

project.

Discuss Burns and Stalker’s findings regarding mechanis-4. 

tic and organic organizations. British researchers Burns 

and Stalker found that mechanistic (bureaucratic, cen-

tralized) organizations tended to be effective in stable 

situations. In unstable situations, organic (flexible, 

decentralized) organizations were more effective. These 

findings underscored the need for a contingency ap-

proach to organization design.

Identify when each of the seven organization structures 5. 

is the right fit. Mechanistic organizations and func-

tional structures may be necessary when tight control 

is important and the environment is stable. Organic or-

ganizations allow for innovation in a rapidly changing 

environment. Divisional structures are a good fit when 

the organization needs deep knowledge of varied cus-

tomer groups and the ability to respond to customer 

demands quickly. A matrix organization can deliver 

the advantages of functional and divisional structures 

if the company has superior managers who commu-

nicate extensively, foster commitment and collabora-

tion, and negotiate effectively to establish goals and 

priorities consistent with the organization’s strategy. 

A horizontal design is a good fit when specialization 

is less important than the ability to respond to varied 

or changing customer needs. Hollow, modular, and 

virtual designs are best when organizations have suit-

able partners they trust; efficiency is very important; 

the organization can identify functions, processes, or 

product components to outsource; and in the case 

of a virtual organization, when the need to be met is 

temporary. 

Describe the four generic organizational effectiveness 6. 

criteria. They are goal accomplishment (satisfying 

stated objectives), resource acquisition (gathering the 

necessary productive inputs), internal processes (build-

ing and maintaining healthy organizational systems), 

and strategic constituencies satisfaction (achieving at 

least minimal satisfaction for all key stakeholders). 

Explain how managers can prevent organizational 7. 

decline. Because complacency and organizational 

the company’s capabilities to meet the challenges of an ambitious strategy. In its most 

fundamental sense, execution is a systematic way of exposing reality and acting on it.99

This definition highlights that execution requires organizations to effectively man-
age people, groups, and organizational processes and systems in the pursuit of 
innovation. In the end, the innovation process must be managed. This is precisely 
what has been learned by studying innovative companies such as Apple, Google, 
Toyota, Microsoft, Nintendo, IBM, Hewlett-Packard, Research in Motion, Nokia, 
and Wal-Mart. These companies were rated by BusinessWeek as the 10 most in-
novative companies in the world in 2009.100
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OB in Action Case Study  

Irdeto Holdings BV Changes Its Organizational Structure101

In late 2006. Irdeto Holdings BV Chief Executive 
Graham Kill concluded his company could no longer 
be run from an Amsterdam suburb.

Sales at Irdeto, a unit of South American media 
group Naspers Ltd. that sells content-protection for 
pay TV and video, were growing faster in Asia, which 
accounted for about 39% of the company’s $170 mil-
lion annual revenue. In five years, Mr. Kill expected that 
share to rise to half. To succeed in Asia, he thought, the 
company should be managed from there.

So last August, Mr. Kill moved with his family to 
Beijing, site of Irdeto’s principal Asian office. He de-
clared Beijing a second headquarters and said other ex-
ecutives would serve multiyear stints there as well. . . .

Irdeto is one of a growing number of companies 
testing new corporate structures as their businesses get 
too complex and global to be run from one place. Some 
have shifted management or product-development re-
sponsibilities closer to hot markets or pools of talented 

workers. SAP AG, for instance, has big development 
centers in seven locations in addition to its original 
headquarters in Walldorf, Germany, including the U.S. 
and India. Other companies have created multiple head-
quarters or dispensed with headquarters altogether.

Splitting headquarters is challenging, Mr. Kill says. 
Top executives on different continents need to know 
what to expect of each other. Employees of the original 
headquarters need to be assured they’re still valuable. 
Companies also need to compensate for the decline in 
face-to-face communication, he says; at Irdeto, that has 
meant frequent phone calls and bolstering technology 
such as videoconferencing. . . .

Last May, Mr. Kill took his top six executives on 
a weeklong retreat in the United Kingdom to discuss 
how they would manage differently. They decided to 
discontinue weekly face-to-face briefings on operations; 
instead, they would put the updates in writing and con-
fer once every two weeks on strategy, says Patricia van 

narcissim are the the leading causes of organizational 

decline, managers need to create a culture of continu-

ous improvement. Decline automatically follows peri-

ods of great success if preventive steps are not taken to 

avoid the erosion of organizational resources (money, 

customers, talent, and innovative ideas).

Discuss the difference between innovation, invention, 8. 

creativity, and integration. Innovation is creating 

something new that is commercialized. In contrast, 

invention is simply the creation of something new 

and creativity is the process of developing something 

new or unique. Integration involves actions associ-

ated with getting multiple people, units, departments, 

functions, or sites to work together in pursuit of a 

goal, idea, or project. Innovation relies on invention, 

creativity, and integration.

Review the myths of innovation.9.  There are two key 

myths about innovation. The first is the myth that in-

novation involves an epiphany or eureka moment. The 

second is that innovation can be systematized.

  Explain the model of innovation.10.  Innovation is a dy-

namic process that involves the simultaneous effects of 

seeds of innovation and challenges of innovation. That 

said, the benefits of innovation only occur when the 

interaction between seeds and challenges is nurtured 

by the nutrients of innovation, which include organiza-

tional culture, leadership, people, and execution.
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Ethical Dilemma

Has Electronic Monitoring Gone Too Far?
 Results from an American Management Association na-
tional survey: The Electronic Monitoring & Surveillance 
Survey revealed that 25% of employers have fired em-
ployees who misused e-mail (e.g., offensive language or 
excessive personal use), while roughly 33% discharged 
people for using the Internet inappropriately (e.g., surf-
ing for pornography).102 “Computer monitoring takes 
many forms, with 45% of employers tracking content, 
keystrokes, and time spent at the keyboard. Another 
43% store and review computer files. In addition, 12% 
monitor the blogosphere to see what is being written 
about the company, and another 10% monitor social 
networking sites.”103 Consider how electronic monitor-
ing impacted Kary Nagel.

Kary Nagel, 24, was regarded as a good employee 
until she criticized the owners of a credit-repair agency 
on her personal e-mail. She was immediately fired after 
the owners read her e-mail. “I never signed anything 
saying it was OK to monitor my e-mail or Internet ac-
tivity,” Nagel said. “So I assumed it wasn’t, which was a 
horrible assumption.”104 

Companies believe that electronic monitoring will 
reduce the estimated 30 to 40% decrease in productiv-
ity associated with Internet surfing during work hours. 
Interestingly, companies such as WakeMed Health & 
Hospitals and Butterball do not even inform employ-
ees that they are being monitored at work. Some people 
 believe that the failure to tell employees about monitor-
ing activities is just plain wrong.105

How Much Electronic Surveillance in the 
Workplace Is Too Much?

Electronic surveillance signals a distrust in employ-1. 

ees, erodes morale, and ultimately hampers produc-
tivity. Explain your rationale.

Employers sign the paychecks and own the equip-2. 

ment, so they have the right to make sure they are 
getting their money’s worth and their equipment is 
being used properly. Explain.

der Velden, Irdeto’s vice president for human relations. 
To make it easier to communicate remotely, the com-
pany created more videoconferencing rooms and gave 
managers Webcams and videophone software for their 
laptops.

The executives also suggested Mr. Kill be less in-
volved in operations because he would be harder to 
reach; top lieutenants would make more decisions on 
their own, says Ms. Van der Velden.

Mr. Kill and his team announced the changes to all 
employees a few weeks later. To reassure Amsterdam-
based staffers that they remained important, Mr. Kill 
said Irdeto would build a new office building in the 
Dutch city.

“When you’re communicating a possible threat to 
people, you have to give them something in return,” says 
Ms. Van der Velden.

Still, Amsterdam-based employees worried about 
layoffs and career advancement, Ms. Van der Velden 
says. They also asked whether work hours would shift 
earlier to better accommodate Beijing, which is seven 
hours ahead of Amsterdam. She told them that Irdeto 
didn’t plan layoffs but that career opportunities might 
depend on willingness to relocate to China.

Official working hours didn’t change, because that 
would involve re-writing contracts. But Amsterdam-
based workers are making more of an effort to schedule 

conference calls earlier in their day, during office hours 
in Beijing.

In Beijing, Mr. Kill is trying to get employees to 
make decisions as well as follow them—a new idea to 
many Chinese managers, says Thierry Raymaekers, who 
was hired in China and has headed Irdeto’s marketing 
there for eight years.

Questions for Discussion
Which of the seven organizational designs is Irdeto 1. 

using? Explain your rationale.

Is Irdeto moving to a more mechanistic or organic 2. 

structure? How can you tell?

Based on the contingency approach to designing 3. 

organizations, which of the seven designs do you 
think is most appropriate for Irdeto? Discuss your 
rationale. 

Why are employees in Amsterdam resisting the or-4. 

ganizational redesign?

How important is the role of information technol-5. 

ogy to the success of Irdeto’s organizational rede-
sign? Explain.

What is your most important takeaway from this 6. 

case?
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Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner

This sort of “snoopervision” creates a cat-and-3. 

mouse game in which “beating the system” becomes 
more important than productivity. Explain.

Electronic surveillance is unnecessary if  properly 4. 

trained and equipped employees are held account-
able for meeting challenging but fair performance 
goals. Explain your rationale.

No amount of electronic performance monitoring 5. 

can make up for poor hiring decisions, inadequate 
training, a weak performance-reward system, and 
inept supervision. Explain.

Invent other interpretations or options. Discuss.6. 



Chapter 18
Managing Change and Stress

When you finish studying the material in this chapter, you should be able to:

 Discuss the external and internal forces that create the need for 
organizational change.

 Describe Lewin’s change model and the systems model of change.

 Discuss Kotter’s eight steps for leading organizational change.

 Define organization development (OD), and explain the OD process. 

 Explain the dynamic model of resistance to change. 

 Discuss the key recipient and change agent characteristics that cause 
resistance to change. 

 Identify alternative strategies for overcoming resistance to change.

 Define the term stress, and describe the model of occupational stress.

 Discuss the stress moderators of social support, hardiness, and Type A 
behavior.

 Discuss employee assistance programs (EAPs) and a holistic approach 
toward stress reduction.

LO.1

LO.2

LO.3

LO.4

LO.5

LO.6

LO.7

LO.8

LO.9

LO.10

LEARNING OBJECTIVES



Student Resources for Studying Chapter 18

The Web site for your text includes resources that will help you master the concepts in this chapter.  As you 
read, you’ll want to visit the site for these helpful tools:

Your online Study Guide includes learning objectives, a chapter summary, a glossary of key terms, and • 

 discussion questions.

Take a practice quiz and test your knowledge!• 

Scroll through a PowerPoint presentation with key concepts for this chapter.• 

Your instructor might also direct you to the Web site for these exercises:

Self-assessments that correspond with the chapter content and a Group Exercise.• 

You’ll also find Video Cases and Internet Exercises for this chapter online.• 

www.mhhe.com/kreitner

online resources

The nation’s business leaders are confronting a con-

fusing and stark reality. Few have ever faced such 

calamitous circumstances. A daunting task lies before 

them: making sure their corporations survive and 

positioning their businesses for the opportunities that 

lie ahead after this storm subsides. Every action and 

decision matters. Urgency, speed and flexibility become 

imperatives. . . . 

This is a time for leaders to lead. They must face 

immense and ambiguous problems head-on and dem-

onstrate to others a way forward, despite the fog.  They 

must get down to serious work. Forget about wishful 

thinking and cheerleading. They have to dig into the de-

tails of their businesses and the external environment. 

They must seek contributions from other people, but 

they cannot pass the buck when it comes to making 

hard decisions. Leaders must own these decisions, 

being sensitive and compassionate toward the human 

beings affected by them. The best decisions will reflect 

the need to survive in the short term while coming 

out better in the long term. Times of upheaval provide 

tremendous opportunities for companies with smart 

leaders to act faster and better and to gain ground 

against their competition.

What exactly is this “new new reality?” Only a few 

months ago, leaders were managing their businesses 

for revenue growth and fatter profits. Then, the global 

financial system spun out of control and credit dried 

up. Virtually no corporation, no matter how strong, has 

been left untouched. All have been hugely affected by 

the lack of liquidity or flow of cash as the credit spigot 

got shut off. Even a AAA-rated company such as AIG 

had to be taken over by the U.S. Government. . . .

In early fall 2008, when DuPont Chairman and Chief 

Executive Officer Charles O. Holliday Jr. saw that an eco-

nomic downturn was coming, he immediately put that 

reality on the table. He pulled together his top team of 

people to pool their thinking about how serious and 

long the downturn might be—and how it would affect 

DuPont’s business. Unmistakable signs suggested that 

a severe downturn was indeed setting in. For example, 

bookings at the hotel DuPont owns in Wilmington, Del., 

serving mostly business customers, had fallen sharply.

DuPont was 

fundamentally 

strong, but 

Holliday wanted 

to ensure that 

the company 

stayed ahead of 

the situation. 

Cash had to be 

protected, and 

the company 

would have to 

reduce its costs 

quickly, ahead 

of a sharp rev-

enue decline. 

No one likes to 

close produc-

tion facilities, 

but Holliday did 

not sidestep the 

issues of shift-

ing production 

DuPont CEO Charles Holliday threw 

himself into action as the recession 

quickly became a reality and influenced 

others around him while doing so.
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The worldwide recession has created tremendous pressure on organizations to 
change. The chapter opening vingette, for example, illustrated how DuPont’s CEO 
took a proactive approach toward dealing with this crisis. Other well-known com-
panies such as GE, Intel, Toyota, and Pepsi have similarly implemented corporate-
wide change initiatives to help weather the current financial storm.2 In addition 
to these forces for change, increased global competition, startling breakthroughs 
in information technology, and calls for greater corporate ethics are forcing com-
panies to change the way they do business. Employees want satisfactory work 
environments, customers are demanding greater value, and investors want more 
integrity in financial disclosures. The rate of organizational and societal change is 
clearly accelerating.

Furthermore, any type of change, whether it be product driven, personal, or 
organizational, is likely to encounter resistance even when it represents an appro-
priate course of action. Even when employees don’t actively resist a change, the 
goal of the change might not be realized if  employees feel so negative about it that 
absenteeism and turnover rise.3 Peter Senge, a well-known expert on the topic of 
organizational change, made the following comment about organizational change 
during an interview with Fast Company magazine:

When I look at efforts to create change in big companies over the past 10 years, I have 

to say that there’s enough evidence of success to say that change is possible—and 

enough evidence of failure to say that it isn’t likely.4

If  Senge is correct, then it is all the more important for current and future manag-
ers to learn how they can successfully implement organizational change. 

This final chapter was written to help managers navigate the journey of change. 
Specifically, we discuss the forces that create the need for organization change, mod-
els of planned change, resistance to change, and how managers can better manage 
the stress associated with organizational change.

Forces of Change 
How do organizations know when they should change? What cues should an orga-
nization look for? Although there are no clear-cut answers to these questions, cues 
signaling the need for change are found by monitoring the forces for change.

Organizations encounter many different forces for change. These forces come 
from external sources outside the organization and from internal sources. This sec-
tion examines the forces that create the need for change. Awareness of these forces can 

LO.1to the point
What are the 
external and 
internal forces 
for organiza-
tional change?

and perhaps shuttering some facilities. Those sensitive 

issues had to be explored. 

Meanwhile, the CEO tirelessly drove the message 

about the need to reduce costs and conserve cash 

throughout the company. Some actions were taken im-

mediately. The company released many of its outside 

contractors, in some cases shifting work to employees 

whose work was slowing.

Even as leaders planned their courses of action, 

Holliday questioned the pace. Conscientious leaders were 

promising to make changes two or three months out. 

Holliday realized that many of those actions had to take 

place right then and pushed execution into high gear.

Holliday rose to the challenge before him, as did 

many leaders throughout DuPont. He didn’t stay 

in his office or wash his hands of the challenge by 

delegating. He faced it head-on and drove execu-

tion throughout the company. His own confidence 

in grappling with the uncertain and difficult circum-

stances became contagious .1

FOR DISCUSSION

What are the strengths of DuPont’s approach to 

managing change? 



External Forces

Internal Forces
The need for change 

• Unmet needs

• Job dissatisfaction

• Absenteeism and turnover

• Productivity

• Participation/suggestions

Human Resource Problems/Prospects

Demographic Characteristics

• Age

• Education

• Skill level

• Gender

• Immigration

Technological Advancements

• Manufacturing automation

• Information technology

Customer and Market Changes

• Changing customer preferences

• Domestic and international competition

• Mergers and acquisitions

Social and Political Pressures

• War

• Values

• Leadership

Managerial Behavior/Decisions

• Conflict

• Leadership

• Reward systems

• Structural reorganization
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Figure 18 –1 The External and Internal Forces for Change

help managers determine when they should consider implementing an organizational 
change. The external and internal forces for change are presented in Figure 18–1. 

External Forces
External forces for change originate outside the organization. Because these forces 
have global effects, they may cause an organization to question the essence of 
what business it is in and the process by which products and services are pro-
duced. Let us now consider the five key external forces for change: demographic 
characteristics, technological advancements, market changes, social and political 
pressures, and a crisis.

Demographic Characteristics Chapter 2 provided a detailed discussion of 
demographic changes occurring in the US workforce. We concluded that organiza-
tions need to effectively manage diversity if they are to receive maximum contribution 

External forces 
for change

Originate outside 
the organization.
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and commitment from employees. An aging US workforce has become an important 
force for change at Toyota. For years, the company has had an edge in efficiency; 
its workers were paid less than those at US–based automakers, so its labor cost for 
producing each car was less. But as the US employees have been with the company 
nearly two decades, their wages have climbed, even as Toyota’s US competitors have 
laid off many of their older workers and negotiated contracts that pay newer workers 
lower rates. Now Toyota has to work harder than ever to improve efficiency, cut the 
cost of health care benefits, and find other ways to keep its competitive edge.5

Technological Advancements Both manufacturing and service orga-
nizations are increasingly using technology as a means to improve productivity, 
competitiveness, and customer service while also cutting costs. For example, infor-
mation technology is enabling more and more forms of self-service, from Internet 
stores and banks for customers to online help for employees who want to learn 
about their benefits packages. Visitors to Adour Alain Ducasse restaurant in New 
York City can choose their wines by looking up information on a touch screen in 
the bar. The restaurant’s management sees the technology not as a substitute for 
an educated sommelier but as a way for customers to enjoy learning about and 
trying new wines.6 In other applications, including use of robots in factories, tech-
nology is intended to improve efficiency without adding employees. There is no 
question that the development and use of technological advancements is probably 
one of the biggest forces for change.

Shareholder, Customer, and Market Changes Shareholders have be-
come more involved with pressing for organizational change in response to ethical 
lapses from senior management and anger over executives’ compensation packages. 
Companies such as Amgen Inc., Schering-Plough, and Prudential Financial Inc., for 
example, have gone as far as using Web surveys to obtain shareholder feedback about 
pay practices (see the Real World/Real People feature on page 537). Aflac has taken 
this trend one step further by becoming the first US company to allow shareholders 
to have a say on pay. Say on pay means that shareholders actually provide the de-
ciding vote on executives’ compensation practices.7 Increasing customer sophistica-
tion is requiring organizations to deliver higher value in their products and services. 
Customers are simply demanding more now than they did in the past. Moreover, 
customers are more likely to shop elsewhere if they do not get what they want be-
cause of lower customer switching costs. This has led more and more companies to 
seek customer feedback about a wide range of issues in order to retain and attract 
customers. For example, McDonald’s actively collects information about consumer 
preferences and tastes and uses it to revise the menu. This led McDonald’s to create 
more chicken offerings. The company now sells almost as much chicken as beef and 
its chicken sales are twice those of its leading competitors combined. ConAgra Foods 
also revamped its Banquet frozen dinners based on customer feedback, and Amazon.
com has modified its internal process to overcome customer complaints.8 

With respect to market changes, companies are experiencing increased pres-
sure to obtain more productivity because global competition is fierce. Swings in 
the economic cycle also spur a need to change in response to surging or falling 
demand for products, requiring companies to produce more or  survive on less.

Social and Political Pressures These forces are created by social and 
political events. For example, widespread concern about the impact of climate 
change and rising energy costs have been important forces for change in almost 
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every industry around the world. Companies have gone “green,” looking for 
ways to use less energy themselves and to sell products that consume less energy. 
Employees of Microsoft are eagerly claiming spots on the company’s free shuttle 
buses, leaving their cars at home, and employees at 3M have submitted thousands 
of ideas to the company’s 3P (Pollution Prevention Pays) program, saving the 
company more than $1 billion in the first year alone.9 

In general, social and political pressure are exerted through legislative bodies 
that represent the American populace. For example, 27 states have imposed so- 
called obesity taxes on vending machine snacks in an attempt to reduce obesity 
in the United States. Such taxes, which also have 
been considered for nondiet soft drinks, will surely 
hurt sales for the snack and soft drink industries.10 
Political events also can create substantial change. 
For example, the war in Iraq created tremendous 
opportunities for defense contractors and orga-
nizations like Halliburton that are involved in re-
building the country. Although it is difficult for 
organizations to predict changes in political forces, 
many organizations hire lobbyists and consultants 
to help them detect and respond to social and polit-
ical changes. In the case of climate change, experts 
predict that some degree of regulation is likely. 
Harvard business professor Forest Reinhardt ad-
vises that companies take bold action, rather than 
waiting for government  constraints : 

 Business leaders must be courageous in betting on the long-term future that will ben-

efit their companies the most. . . . By betting on the future they want, corporations will 

make that future all the more likely. Prudent businesspeople may balk at the idea that 

they should stick their necks out and, in some cases, act unilaterally on climate change. 

But their necks are already exposed.11

As outrage grows over executive-pay practices, bio-

technology firm Amgen Inc. is taking the unusual step of 

asking shareholders what they think of its compensation 

plan.

 In its March 26 proxy, Amgen, Thousand Oaks, 

Calif., directed shareholders to a 10-question online 

survey. Queries include whether the plan is based on 

performance and whether the performance goals are 

clearly disclosed and understandable. Amgen says it 

will post a summary of the responses on its Web site 

after its May 6 shareholder meeting.

 Amgen’s survey, one of the first of its kind, comes as 

executives and directors seek new ways to reach out 

to restless shareholders. Drug maker Schering-Plough 

Corp. had planned a similar survey before it agreed last 

month to be acquired by Merck & Co.; the company 

declines to comment on whether it will still conduct 

the survey. Prudential Financial Inc. this year created a 

link on its Web site so investors could comment on its 

compensation plan.

Do you think it makes sense to get shareholder 
input on executive compensation? Explain.

SOURCE: Excerpted from P Dvorak, “Companies Seek Shareholder 

Input on Pay Practices,” The Wall Street Journal, April 6, 2009, p B4. 

Companies Are Asking Shareholders for Input about 

Executive Compensation

REAL WORLD | real people 

Microsoft employees getting off the complimentary 

shuttle bus.
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Internal Forces
Internal forces for change come from inside the organization. These forces may 
be subtle, such as low job satisfaction, or can manifest in outward signs, such as 
low productivity and conflict. Internal forces for change come from both human 
resource problems and managerial behavior/decisions.

Human Resource Problems/Prospects These problems stem from 
employee perceptions about how they are treated at work and the match between 
individual and organization needs and desires. Chapter 6 highlighted the relation-
ship between an employee’s unmet needs and job dissatisfaction. Dissatisfaction 
is a symptom of an underlying employee problem that should be addressed. For 
example, employees from 3M Co., Sony Corp, and Caterpillar Inc. factories in 
France took senior managers hostage in response to dissatisfaction with the ben-
efits being received by laid-off  workers. A related incident occurred at Republic 
Windows and Doors when the company closed its plant in Chicago. Employees 
staged a sit-in until they were paid for 60 days of severance and accrued vaca-
tion.12 Unusual or high levels of absenteeism and turnover also represent forces 
for change. Organizations might respond to these problems by using the various 
approaches to job design discussed in Chapter 8; by reducing employees’ role con-
flict, overload, and ambiguity (recall our discussion in Chapter 10); and by remov-
ing the different stressors discussed in the final section of this chapter. Prospects 
for positive change stem from employee participation and suggestions.

Managerial Behavior/Decisions Excessive interpersonal conflict be-
tween managers and their subordinates is a sign that change is needed. Both the 
manager and the employee may need interpersonal skills training, or the two in-
dividuals may simply need to be separated. For example, one of the parties might 
be transferred to a new department. Inappropriate leader behaviors such as in-
adequate direction or support may result in human resource problems requiring 
change. As discussed in Chapter 16, leadership training is one potential solution 
for this problem. Inequitable reward systems—recall our discussion in Chapters 8 
and 9—and the type of structural reorganizations discussed in Chapter 17 are ad-
ditional forces for change. Finally, managerial decisions are a powerful force for 
change. Consider the implications of the growing trend for organizations to drop 
their health care coverage: A recent national survey revealed that 19 percent of US 
companies are planning to eliminate health care benefits.13 As discussed in detail 
in Chapter 8, employees’ perceived organizational justice of such a decision may 
crush employee motivation, satisfaction, and performance.

Models and Dynamics 
of Planned Change 
American managers are criticized for emphasizing short-term, quick-fix solutions 
to organizational problems. When applied to organizational change, this approach 
is doomed from the start. Quick-fix solutions do not really solve underlying prob-
lems, and they have little staying power. This leads to the conclusion that organiza-
tional change should be viewed as a natural, normal, and constant characteristic 
of organizational life. This is what Amy Lessack, Wachovia senior vice president, 
enterprise learning, had to say about organizational change: 

Internal forces 
for change

Originate inside the 
organization.

to the point
How do Lewin’s 
model of change, 
a systems model 
of change, and 
Kotter’s model 
explain the 
change process, 
and how does 
the process of 
organizational 
development 
unfold? 



• Degree of complexity,

 cost, and uncertainty

• Potential for resistance

 to change

HighLow

Introducing a practice new

to the organization

Innovative

change

Reintroducing

a familiar

practice

Adaptive

change

Introducing a practice

new to the industry

Radically

innovative

change
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 Change management is not an event for us, it’s something we do every day. It is em-

bedded in the work we do, so every time we do learning design or talk to clients or to 

the business, we talk about change—how it’s impacting employees and leaders, how to 

lead that change, and how can we partner with the business to help employees work 

through the changes.14

Researchers and managers alike have tried to identify effective ways to manage the 
change process given its importance for organizational survival. This section sheds 
light on their insights. After discussing different types of organizational changes, 
we review Lewin’s change model, a systems model of change, Kotter’s eight steps 
for leading organizational change, and organizational development.

Types of Change
A useful three-way typology of change is displayed in Figure 18–2.15  This typology 
is generic because it relates to all sorts of change, including both administrative 
and technological changes. Adaptive change is lowest in complexity, cost, and un-
certainty. It involves reimplementation of a change in the same organizational unit 
at a later time or imitation of a similar change by a different unit. For example, an 
adaptive change for a department store would be to rely on 12-hour days during 
the annual inventory week. The store’s accounting department could imitate the 
same change in work hours during tax preparation time. Adaptive changes are not 
particularly threatening to employees because they are familiar.

Innovative changes fall midway on the continuum of complexity, cost, and un-
certainty. An experiment with flexible work schedules by a farm supply warehouse 
company qualifies as an innovative change if  it entails modifying the way other 
firms in the industry already use it. Unfamiliarity, and hence greater uncertainty, 
make fear of change a problem with innovative changes.

At the high end of the continuum of complexity, cost, and uncertainty are 
radically innovative changes. Changes of this sort are the most difficult to imple-
ment and tend to be the most threatening to managerial confidence and employee 
job security. At the same time, however, radically innovative changes potentially 
realize the greatest benefits. Importantly, radical changes must be supported 
by an organization’s culture. Organizational change is more likely to fail if  it is 

Figure 18 –2 A Generic Typology of Organizational Change
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 inconsistent with any of the three levels of organizational culture: observable arti-
facts, espoused values, and basic assumptions (see the discussion in Chapter 3).

Lewin’s Change Model
Most theories of organizational change originated from the landmark work of 
social psychologist Kurt Lewin. Lewin developed a three-stage model of planned 
change that explained how to initiate, manage, and stabilize the change process.16 
The three stages are unfreezing, changing, and refreezing. Before reviewing each 
stage, it is important to highlight the assumptions underlying this model:17

 The change process involves learning something new, as well as discontinuing 1. 

current attitudes, behaviors, or organizational practices.

 Change will not occur unless there is motivation to change. This is often the 2. 

most difficult part of the change process.

 People are the hub of all organizational changes. Any change, whether in terms 3. 

of structure, group process, reward systems, or job design, requires individuals 

to change.

Resistance to change is found even when the goals of change are highly desirable.4. 

 Effective change requires reinforcing new behaviors, attitudes, and organiza-5. 

tional practices.

Let us now consider the three stages of change.

Unfreezing The focus of this stage is to create the motivation to change. In 
doing so, individuals are encouraged to replace old behaviors and attitudes with those 
desired by management. Managers can begin the unfreezing process by disconfirm-
ing the usefulness or appropriateness of employees’ present behaviors or attitudes. In 
other words, employees need to become dissatisfied with the old way of doing things. 
Managers frequently create the motivation for change by presenting data regarding 
levels of effectiveness, efficiency, or customer satisfaction. This helps employees un-
derstand the need for change. For example, declines in the stock price and same-store 
sales of Starbucks, along with the reappointment of Howard Schultz as CEO of 
the company he once built into an internationally known brand, signaled a need for 
change in how Starbucks operated. Schultz communicated that in a memo complain-
ing that the company was losing its vision and growing dull in terms of product in-
novation. He has attempted to create a sense of urgency and motivate a commitment 
to change through his intense leadership style and frequent trips to meet directly with 
employees and urge them “not to be ‘bystanders’ who tolerate mediocrity.”18

Benchmarking is a technique that can be used to help unfreeze an organiza-
tion. Benchmarking “describes the overall process by which a company compares 
its performance with that of other companies, then learns how the strongest-
 performing companies achieve their results.”19 For example, one company for 
which we consulted discovered through benchmarking that their costs to develop 
software were twice as high as the best companies in the industry, and the time it 
took to get a new product to market was four times longer than the benchmarked 
organizations. These data were ultimately used to unfreeze employees’ attitudes 
and motivate people to change the organization’s internal processes in order to 
remain competitive. Managers also need to devise ways to reduce the barriers to 
change during this stage.

LO.2

Benchmarking

Process by which a 
company compares 

its performance 
with that of 

high-performing 
organizations.
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Changing This is the stage in which organizational change takes place. This 
change, whether large or small, is undertaken to improve some process, procedure, 
product, service, or outcome of interest to management. Because change involves 
learning and doing things differently, this stage entails providing employees with 
new information, new behavioral models, new processes or procedures, new equip-
ment, new technology, or new ways of getting the job done. How does manage-
ment know what to change?

There is no simple answer to this question. Organizational change can be aimed 
at improvement or growth, or it can focus on solving a problem such as poor cus-
tomer service or low productivity. Change also can be targeted at different levels in 
an organization. For example, sending managers to leadership training programs 
can be a solution to improving individuals’ job satisfaction and productivity. In 
contrast, installing new information technology may be the change required to 
increase work group productivity and overall corporate profits. The point to keep 
in mind is that change should be targeted at some type of desired end-result. The 
systems model of change, which is the next model to be discussed, provides man-
agers with a framework to diagnose the target of change.

Refreezing The goal of this stage is to support and reinforce the change. 
Change is supported by helping employees integrate the changed behavior or at-
titude into their normal way of doing things. This is accomplished by first giving 
employees the chance to exhibit the new behaviors or attitudes. Once exhibited, 
positive reinforcement is used to encourage the desired change. Additional coach-
ing and modeling also are used at this point to reinforce the stability of the change. 
Extrinsic rewards, particularly monetary incentives (recall our discussion in 
Chapter 9), are frequently used for this purpose.20

A Systems Model of Change
A systems approach takes a “big picture” perspective of organizational change. It 
is based on the notion that any change, no matter how large or small, has a cas-
cading effect throughout an organization.21 For example, promoting an individual 
to a new work group affects the group dynamics in both the old and new groups. 
Similarly, creating project or work teams may necessitate the need to revamp 
compensation practices. These examples illustrate that change creates additional 
change. Today’s solutions are tomorrow’s problems.

A systems model of change offers managers a framework or model to use for 
diagnosing what to change and for determining how to evaluate the success of a 
change effort. To further your understanding about this model, we first describe 
its components and then discuss a brief  application. The four main components of 
a systems model of change are inputs, strategic plans, target elements of change, 
and outputs (see  Figure 18–3).

Inputs All organizational changes should be consistent with an organization’s 
mission, vision, and resulting strategic plan. A mission statement represents the 
“reason” an organization exists, and an organization’s vision is a long-term goal 
that describes “what” an organization wants to become. Consider how the differ-
ence between mission and vision affects organizational change. Your university 
probably has a mission to educate people. This mission does not necessarily imply 
anything about change. It simply defines the university’s overall purpose.22 In 

Mission 
statement

Summarizes “why” 
an organization 
exists.
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contrast, the university may have a vision to be recognized as the “best”  university 
in the country. This vision requires the organization to benchmark itself  against 
other world-class universities and to create plans for achieving the vision. For ex-
ample, the vision of the W P Carey School of Business at Arizona State University 
is to be among the top 25 business schools in the world. An assessment of an 
organization’s internal strengths and weaknesses against its environmental oppor-
tunities and threats (SWOT) is another key input within the systems model. This 
SWOT analysis is a key component of the strategic planning process.

Strategic Plans A strategic plan outlines an organization’s long-term direc-
tion and the actions necessary to achieve planned results. Among other things, 
strategic plans are based on results from a SWOT analysis. This analysis aids in 
developing an organizational strategy to attain desired goals such as profits, cus-
tomer satisfaction, quality, adequate return on investment, and acceptable levels 
of turnover and employee satisfaction and commitment.

Target Elements of Change Target elements of change are the compo-
nents of an organization that may be changed. They essentially represent change 
levers that managers can push and pull to influence various aspects of an orga-
nization. The choice of which lever to pull, however, is based on a diagnosis of 
a problem, or problems, or the actions needed to accomplish a goal: A problem 
exists when managers are not obtaining the results they desire. The target ele-
ments of change are used to diagnose problems and to identify change-related 
solutions.

As shown in Figure 18–3, there are four targeted elements of change: orga-
nizational arrangements, social factors, methods, and people.23 Each target ele-
ment of change contains a subset of more detailed organizational features. For 
instance, the “social factors” component includes consideration of an organiza-
tion’s culture, group processes, interpersonal interactions, communication, and 
leadership. There are two final issues to keep in mind about the target elements of 
change shown in Figure 18–3. First, the double-headed arrows connecting each 
target element of change convey the message that change ripples across an orga-
nization. For example, changing a reward system to reinforce team rather than 
individual performance (an organizational arrangement) is likely to impact orga-
nizational culture (a social factor). Second, the “people” component is placed in 
the center of the target elements of change box because all organizational change 
ultimately impacts employees. Organizational change is more likely to succeed 
when managers proactively consider the impact of change on its employees.

Outputs Outputs represent the desired end-results of a change. Once again, 
these end-results should be consistent with an organization’s strategic plan. 
Figure 18–3 indicates that change may be directed at the organizational level, 
 department/group level, or individual level. Change efforts are more complicated 
and difficult to manage when they are targeted at the organizational level. This oc-
curs because organizational-level changes are more likely to affect multiple target 
elements of change shown in the model.

Applying the Systems Model of Change There are two different 
ways to apply the systems model of change. The first is as an aid during the strate-
gic planning process. Once a group of managers have determined their vision and 
strategic goals, the target elements of change can be considered when developing 

Target elements 
of change

Components of an 
organization that 
may be changed.
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action plans to support the accomplishment of goals. For example, following the 
merger of Adolph Coors Company and Molson, the management team of Molson 
Coors Brewing established goals of cutting costs by $180 million, making Coors 
Light a global brand, and developing new high-end brands of beer. Target elements 
of change have included strengthening shared values of the predecessor companies 
(social factors), keeping production and distribution employees focused on their 
existing functions (motivation, a people factor), creating a  general-management 
development program (another people factor), and establishing a subsidiary to 
specialize in new products (organizational arrangements).24 

The second application involves using the model as a diagnostic framework to 
determine the causes of an organizational problem and to propose solutions. We 
highlight this application by considering a consulting project in which we used the 
model. We were contacted by the CEO of a software company and asked to figure 
out why the presidents of three divisions were not collaborating with each other—
the problem. It turned out that two of the presidents submitted a proposal for the 
same $4 million project from a potential customer. Our client did not get the work 
because the customer was appalled at having received two proposals from the same 
company; hence the CEO’s call to us. We decided to interview employees by using a 
structured set of questions that pertained to each of the target elements of change. 
For instance, we asked employees to comment on the extent to which the reward 
system, organizational culture, work flow, and physical setting contributed to col-
laboration across divisions. The interviews taught us that the lack of collaboration 
among the division presidents was due to the reward system (an organizational 
arrangement), a competitive culture and poor communications (social factors), 
and poor work flow (a methods factor). Our recommendation was to change the 
reward systems, restructure the organization, and redesign the work flow.

go to the Web for the Self-Exercise: Applying the Systems 
Model of Change

Kotter’s Eight Steps for Leading 
Organizational Change

John Kotter, an expert in leadership and change management, believes that organi-
zational change typically fails because senior management makes a host of imple-
mentation errors. Kotter proposed an eight-step process for leading change (see 
Table 18–1) based on these errors.25  Unlike the systems model of change, this model 
is not diagnostic in orientation. Its application will not help managers to diagnose 
what needs to be changed. Rather, this model is more like Lewin’s model of change 
in that it prescribes how managers should sequence or lead the change process.

Kotter’s eight steps, shown in Table 18–1, subsume Lewin’s model of change. 
The first four steps represent Lewin’s “unfreezing” stage. Steps 5, 6, and 7 represent 
“changing,” and step 8 corresponds to “refreezing.” The value of Kotter’s steps 
is that it provides specific recommendations about behaviors that managers need 
to exhibit to successfully lead organizational change. It is important to remember 
that Kotter’s research reveals that it is ineffective to skip steps and that managers 
most often make mistakes at the beginning.26 For instance, Yahoo cofounder and 

LO.3
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former CEO Jerry Yang was partially unsuccessful in creating change at Yahoo be-
cause “he was slow to consolidate redundant businesses (two photo sharing prop-
erties, multiple social-media sites) and failed to explain the strategy behind his Get 
Google objective.”27 These errors pertain to steps one and three. The Real World/
Real People feature on page 546 provides an example of how MasterCard’s Global 
Talent Management and Development (GTM&D) group used Kotter’s model. 

Creating Change through Organization 
Development

Organization development (OD) is different from the previously discussed models 
of change. OD does not entail a structured sequence as proposed by Lewin and 
Kotter, but it does possess the same diagnostic focus associated with the systems 
model of change. That said, OD is much broader in orientation than any of the 
previously discussed models. Specifically, a pair of experts in this field of study 
and practice defined organization development as follows:

OD consists of planned efforts to help persons work and live together more effectively, 

over time, in their organizations. These goals are achieved by applying behavioral sci-

ence principles, methods, and theories adapted from the fields of psychology, sociology, 

education, and management.28

LO.4

Organization 
development

A set of techniques 
or tools used to 
implement planned 
organizational change.

Table 18 –1 Steps to Leading Organizational Change

STEP DESCRIPTION

1. Establish a sense of urgency  Unfreeze the organization by creating a compelling reason for why 

 change is needed.

2. Create the guiding coalition  Create a cross-functional, cross-level group of people with enough 

 power to lead the change.

3. Develop a vision and strategy  Create a vision and strategic plan to guide the change process.

4.  Communicate the change 

vision

 Create and implement a communication strategy that consistently 

 communicates the new vision and strategic plan.

5. Empower broad-based action  Eliminate barriers to change, and use target elements of change to 

  transform the organization. Encourage risk taking and creative 

 problem solving.

6. Generate short-term wins  Plan for and create short-term “wins” or improvements. Recognize 

 and reward people who contribute to the wins.

7.  Consolidate gains and produce 

more change

 The guiding coalition uses credibility from short-term wins to create 

  more change.  Additional people are brought into the change 

 process as change cascades throughout the organization.  Attempts 

are made to reinvigorate the change process.

8.  Anchor new approaches in the 

culture

 Reinforce the changes by highlighting connections between new 

   behaviors and processes and organizational success. Develop 

 methods to ensure leadership development and succession.

SOURCE: The steps were developed by J P Kotter, Leading Change (Boston: Harvard Business School Press, 1996).
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As you can see from this definition, OD constitutes a set of techniques or inter-
ventions that are used to implement “planned” organizational change aimed at 
increasing “an organization’s ability to improve itself  as a humane and effective 
system.” OD techniques or interventions apply to each of the change models dis-
cussed in this section. For example OD is used during Lewin’s “changing” stage. 
It also is used to identify and implement targeted elements of change within the 
systems model of change. Finally, OD might be used during Kotter’s steps 1, 3, 5, 6, 
and 7. Finally, OD is put into practice by change agents. A  change agent is someone 
who is a catalyst in helping organizations to deal with old problems in new ways. 
Change agents can be external consultants or internal employees.29 In this section, 
we briefly review how OD works and its research and practical implications. 

How OD  Works OD change a gents follow a medical-like model. They ap-
proach the organization as if  it were a “sick” patient, “diagnose” its ills, prescribe 
and implement an “intervention,” and “evaluate” progress. If  the evaluation re-
veals that positive change has not occurred, this information provides feedback 
that is used to refine the diagnosis and/or consider the extent to which the inter-
vention was effectively implemented (see Figure 18–4). Let us consider the compo-
nents of the OD process shown in Figure 18–4.  

 Diagnosis: What is the problem and its causes? 1. Change agents use a combina-

tion of interviews, surveys, meetings, written materials, and direct observation to 

Change agent

Individual who is a 
catalyst in helping 

organizations to 
implement change.

To increase the urgency for change (step1), in 

November 2007, a getAbstract Chat hosted by Chief 

Marketing Officer Larry Flanagan involved close to a 

thousand MasterCard employees via a global telecon-

ference of the key themes of Dr. Kotter’s work and 

their application to the company. . . .

 The Guiding Team (step 2) consists of CMO 

Flanagan and his communication team; Valerie Gelb, 

chief sales development officer and an early adapter; 

and the GTM&D team, supported by the ISB train-

ers. “While we focus on creating a culture of change, 

we allow each business unit to assemble the correct 

guiding team for each individual change initiative,” says 

Ann Schulte, VP, Learning and Development, who leads 

GTM&D’s MasterCard University. . . .

 MasterCard’s vision (step 3), reveals Matthew 

Breitfelder, VP, Management & Leadership Development, 

is “To be ready, willing, and able to change as the need 

arises.” The company’s broad communication efforts 

(step 4)—including Intranet coverage of the change ini-

tiatives—have been enhanced through its strategic part-

nership with Worldwide Communications (its internal 

marketing and advertising team). “We have empowered 

action (step 5) by providing all MasterCard employees 

access to these concepts through a variety of means. . . .”

 As for producing short-term wins (step 6), Schulte 

says, “While we are early in our process, we already 

can see improvements in the ways in which teams 

think about and plan for change. We are beginning to 

build a common ‘language’ around change.”

 Adds Breitfelder, “We know we have to keep the 

momentum going (step 7), so we spend time with 

teams helping them see the end goal but also making 

sure they remember the reason why this work is so 

important.”

 Making these changes sustainable (step 8) does not 

occur by coincidence. “Following each LBC session, the 

participants have a detailed action plan that prepares 

them to not only launch their initiative, but to sustain 

early gains,” Ray says. “The GTM&D team follows up 

with business unit teams, providing guidance, monitor-

ing progress against action plans, and serving as ‘group 

mentors,’ all aimed at making the changes a permanent 

part of our culture.” 

To what extent was MasterCard deficient in 
following Kotter’s steps? Explain.

SOURCE: Excerpted from “MasterCard Worldwide: Taking Charge 

of Change,” Training Magazine, June 2008, pp 30–36.

MasterCard Implements Kotter’s Model

REAL WORLD | real people 
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determine the problem and its associated causes. We recommend using the tar-

get elements of change in the systems model of change as a vehicle to develop 

 diagnostic questions aimed at indentifying causes. For example, you might ask, 

“to what extent does the structure or reward system contribute to the problem?”

 Intervention: What can be done to solve the problem? 2. The treatment or interven-

tion represents the changes being made to solve the problem. Treatments are 

selected based on the causes of the problem. For example, if  the cause of low 

quality is poor teamwork, then team building (see Chapter 11) might be used as 

the intervention. In contrast, managers might be sent to some type of leadership 

training if  bad leadership is the cause of low quality (see Chapter 16). The key 

thing to remember is that there is not one “set” of intervention techniques that 

apply to all situations. Rather, you can use any number of interventions based 

on theories and models you studied in this book. A contingency approach allows 

you to select the intervention that seems best suited for the problem and causes 

at hand.30

 Evaluation: Is the intervention working? 3. Evaluation requires the organization 

to develop measures of effectiveness—recall our discussion of organizational 

 effectiveness in Chapter 17. The proper measure depends on the problem. For 

example, measures of voluntary turnover and productivity would be appropriate 

if  the problem involved employee turnover and productivity, respectively. If  pos-

sible, the final evaluation should be based on comparing measures of effective-

ness obtained before and after the intervention. 

 Feedback: What does the evaluation suggest about the diagnosis and the effective-4. 

ness of how the intervention was implemented? If  the evaluation reveals that the 

intervention worked, then the OD process is complete and the change agent can 

consider how best to “refreeze” the changes. Oppositely, a negative evaluation 

means one of two things: (1) either the initial diagnosis was wrong or (2) the 

intervention was not effectively implemented. Negative evaluations generally re-

quire the change agent to collect more information about steps 1 and 2 in the OD 

process shown in Figure 18–4.31

Figure 18 – 4 The OD Process

SOURCE: Adapted from W L French and C H Bell Jr, Organization Development: Behavioral Interventions for 

Organizational Improvement (Englewood Cliffs, NJ: Prentice Hall, 1978).
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OD Research and Practical Implications Before discussing OD re-
search, note that OD-related interventions produced the following insights:

 A meta-analysis of 18 studies indicated that employee satisfaction with change • 
was higher when top management was highly committed to the change effort.32

 A meta-analysis of 52 studies provided support for the systems model of or-• 
ganizational change. Specifically, varying one target element of change cre-
ated changes in other target elements. Also, there was a positive relationship 
between individual behavior change and organizational-level change.33

 A meta-analysis of 126 studies demonstrated that multifaceted interventions • 
using more than one OD technique were more effective in changing job atti-
tudes and work attitudes than interventions that relied on only one human-
process or technostructural approach.34

 A survey of 1,700 firms from China, Japan, the United States, and Europe • 
revealed that (1) US and European firms used OD interventions more fre-
quently than firms from China and Japan and (2) some OD interventions 
are culture free and some are not.35

There are four practical implications derived from this research. First, planned or-
ganizational change works. However, management and change agents are advised 
to rely on multifaceted interventions. As indicated elsewhere in this book, goal set-
ting, feedback, recognition and rewards, training, participation, and challenging job 
design have good track records relative to improving performance and satisfaction. 
Second, change programs are more successful when they are geared toward meeting 
both short-term and long-term results. Managers should not engage in organiza-
tional change for the sake of change. Change efforts should produce positive results. 
Third, organizational change is more likely to succeed when top management is truly 
committed to the change process and the desired goals of the change program. This 
is particularly true when organizations pursue large-scale transformation. Finally, 
the effectiveness of OD interventions is affected by cross-cultural considerations. 
Managers and OD consultants should not blindly apply an OD intervention that 
worked in one country to a similar situation in another country.36

Understanding and Managing 
Resistance to Change 
No matter how technically or administratively perfect a proposed change may be, 
people make or break it because organizational change represents a form of influ-
ence. That is, organizational change is management’s attempt to have employees 
behave, think, or perform differently. Viewing change from this perspective under-
scores what we discussed about influence techniques and outcomes in Chapter 15. 
You may recall that resistance is one of the three possible influence outcomes; the 
other two are commitment and compliance. This perspective has led many people to 
conclude that resistance to change represents a failed influence attempt by a change 
agent. Interestingly, recent research indicates a need to rethink this interpretation.

Past research on resistance has been based on the assumption that “change 
agents are doing the right and proper things while change recipients throw up un-
reasonable obstacles or barriers intent on ‘doing in’ or ‘screwing up’ the change. . . 
Accordingly, change agents are portrayed as undeserving victims of the irrational 

to the point
What are the 
key causes 
of resistance 
to change 
and how can 
managers 
reduce it? 
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and dysfunctional repsonse of change recipients.”37 This is why resistance is viewed 
as a negative outcome that is caused by irrational and self-serving recipients. While 
this can be true, it is equally likely that resistance is caused by two other key fac-
tors: the change agent’s characteristics, actions, inactions, and perceptions and the 
quality of the relationship between change agents and change recipients. This sec-
tion is based on the premise that resistance is a natural form of employee feedback 
and that it can serve a useful purpose. Managers are encouraged to understand the 
causes of resistance if  they are to effectively manage change.38 Accordingly, this 
section presents a model that outlines the causes of resistance and practical ways 
of overcoming resistance to change.

go to the Web for the Self-Exercise: Does Your Commitment to a 
Change Initiative Predict Your 
Behavioral Support for the 
Change?

Causes  of Resistance to Change 
Resistance to change  is an emotional/behavioral response to real or imagined 
threats to an established work routine. Resistance can be as subtle as passive resig-
nation and as overt as deliberate sabotage. Figure 18–5 presents a model of resis-
tance that illustrates the relationship among the three key causes of resistance. The 
model conceives resistance as a dynamic interaction between these three sources as 
opposed to being caused solely by irrational and stubborn recipients of change. 
For example, recipient resistance is partly based on their perceptions of change, 
which are very much influenced by the attitudes and behaviors exhibited by change 
agents and the level of trust between change agents and recipients. Similarly, 
change agents’ actions and perceptions are affected by the recipients’ actions and 
inactions and the quality of relationships with recipients. Let us consider each 
source of resistance. 

LO.5

Resistance to 
change

Emotional/
behavioral response 
to real or imagined 
work changes.

Figure 18 – 5 A Dynamic Model of Resistance to Change
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Re cipient  Characte ristics Recipient characteristics include a va-
riety of individual differences (see Chapter 5) possessed by recipients. They also 
represent the actions (e.g., engaging in new behaviors) or inactions (e.g., failing to 
engage in new behaviors) displayed by recipients. Finally, recipient perceptions of 
change (e.g., “this change is unfair because I am being asked to do more with no 
increase in pay”) also contribute to resistance. Six of the key recipient character-
istics are discussed below:39

 1. An individual’s predisposition toward change. This predisposition is highly personal 

and deeply ingrained. It is an outgrowth of how one learns to handle change and 

ambiguity as a child. While some people are distrustful and suspicious of change, 

others see change as a situation requiring flexibility, patience, and understand-

ing.40 For example, resilience to change,  which represents a composite characteris-

tic reflecting high self-esteem, optimism, and an internal locus of control, was 

positively associated with recipients’ willingness to accommodate or accept a spe-

cific organizational change.41 Another study of 514 employees from six organiza-

tions headquartered on four different continents (North America, Europe, Asia, 

and Australia) demonstrated that personal dispositions pertaining to having a 

“positive self-concept” and “tolerance for risk” were positively related to coping 

with change. That is, people with a positive self-concept and a tolerance for risk 

handled organizational change better than those without these dispositions.42

 2.  Surprise and fear of the unknown. When innovative or radically different changes 

are introduced without warning, affected employees become fearful of the im-

plications. Rumors fill the void created by a lack of official announcements. 

This is exactly what happened when General Motors announced its negotiated 

plan to reduce its workforce through a carefully designed attrition program. The 

reduction in workforce was needed to help GM lower its operating costs.

 Almost  as soon as yesterday’s buyout offer from General Motors Corp was announced, 

news—and rumors—began sweeping through the company’s truck assembly plant in 

Pontiac, Mich. “It spread like wildfire,” said 52-year-old Larry Walker, a 33-year veteran 

of the plant, which employs 2,500 hourly workers and makes the GMC Sierra Truck 

and Chevrolet Silverado. “I talked about it with my buddies all day long. We’re all trying 

to figure out what we should do.”43  

3.  Fear of failure. Intimidating changes on the job 
can cause employees to doubt their capabilities. 
Self-doubt erodes self-confidence and cripples 
personal growth and development. Recall our 
discussion about self-efficacy in Chapter 5.

4.  Loss of status and/or job security. Administrative 

and technological changes that threaten to alter 

power bases or eliminate jobs generally trigger 

strong resistance. For example, most corporate 

 restructuring involves the elimination of manage-

rial jobs. One should not be surprised when middle 

managers resist restructuring and participative 

management programs that reduce their author-

ity and status.

5.  Peer pressure. Someone who is not directly af-

fected by a change may actively resist it to protect 

the interests of his or her friends and coworkers.

LO.6
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General Motors assembly plant workers read a union bul-

letin during a meeting called by the Canadian Auto Workers 

at the Oshawa assembly plant.
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6.  Past success. Success can breed complacency. It also can foster a stubbornness 

to change because people come to believe that what worked in the past will work 

in the future. Decades ago the Green Revolution alleviated hunger in Asia and 

Latin America by equipping farmers with more productive strains of wheat and 

rice. But in the words of Usha Tuteja, who heads the Agricultural Economics 

Research Center at Delhi University, “People got complacent.” Governments, 

believing that the problem of feeding a growing population had been solved, 

stopped funding agricultural research. Unfortunately, today new challenges have 

again made food supply a major problem, and the solutions will require years of 

investment in further research.44 

Chan ge  Agent Charact eristics As true f or recipients,  this cause  includes 
a variey of individual differences (e.g., the big five personality dimensions discussed 
in Chapter 5) possessed by change agents. For example, one of us recently served 
as a change agent for a Scandanavian company and encountered resistance from 
some employees because they had negative views and stereotypes of Americans. 
Change agent characteristics also represent the actions or inactions displayed by 
change agents. For example, a change agent who fails to communicate with em-
ployees or is perceived as instituting unfair policies is likely to create resistance from 
recipients.45 Finally, resistance is a function of the change agent’s perceptions of 
why employees are behaving the way they are in the face of organizational change. 
A change agent, for instance, might interpret employees’ questions as a form of 
resistance when in fact the questions represent honest attempts at clarifying the 
change process. Five of the key recipient characteristics are discussed below: 

 Decisions that disrupt cultural traditions or group relationships.1.  Whenever indi-

viduals are transferred, promoted, or reassigned, cultural and group dynamics 

are thrown into disequilibrium. For example, Nobuyuki Idei, former CEO of 

Sony Corp., was worried about employees’ resistance to change when he named 

Sir Howard Stringer as the next chairman and CEO of Sony and asked six cor-

porate officers to resign. Nobuyki’s concern, rightfully so, stemmed from the fact 

that Stringer’s appointment is inconsistent with Sony’s tradition of promoting 

an insider with technical background and resignations would create a majority 

board of foreigners.46

 Personality conflicts.2.  Just as a friend can get away with telling us something we 

would resent hearing from an adversary, the personalities of change agents can 

breed resistance. Change agents that display any of the traits of bad leadership 

discussed in Chapter 16 are likely to engender resistance from recipients.

 Lack of tact or poor timing.3.  Undue resistance can occur because change agents 

introduce change in an insensitive manner or at an awkward time. Proposed 

organizational changes are more likely to be accepted by others when change 

agents effectively explain or “sell” the value of their proposed changes. This can 

be done by explaining how a proposed change is strategically important to an 

organization’s success.

 Leadership style.4.  Research shows that people are less likely to resist change when 

the change agent uses transformational leadership (see Chapter 16).47 

 Failing to legitimize change.5.  Change must be internalized by recipients before 

it will be truly accepted. Active, honest communication and reinforcing reward 

systems are needed to make this happen. This recommendation underscores the 

need for change agents to communicate with recipients in a way that considers 

employees’ point-of-view and perspective. It also is important for change agents 
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to explain how change will lead to positive personal and organizational benefits. 

This requires that change agents have a clear understanding about how recipi-

ents’ jobs will change and how they will be rewarded.48 For example, an employee 

is unlikely to support a change effort that is perceived as requiring him or her to 

work longer with more pressure without a commensurate increase in pay. 

Change  Agent–Recipient Relationship In general, resistance is re-
duced when change agents and recipients have a postive, trusting relationshp. 
Trust, as discussed in Chapter 11, involves reciprocal faith in others’ intentions 
and behavior. Mutual mistrust can doom to failure an otherwise well-conceived 
change. Mistrust encourages secrecy, which begets deeper mistrust. Managers who 
trust their employees make the change process an open, honest, and participative 
affair. Employees who, in turn, trust management are more willing to expend extra 
effort and take chances with something different. In support of this conclusion, a 
recent study of employees from the oil and banking industries showed that a high-
quality relationship between managers and direct reports was associated with less 
resistance to change.49

go to the Web for the Self-Exercise: Assessing Your Organization’s 
Readiness for Change

Alternative Strategies for Overcoming 
Resistance to Change

We previously noted that resistance is a form of feedback and managers need to 
understand why it is occurring before trying to overcome it. This can be done by 
considering the extent to which the three sources of resistance shown in Figure 18–5 
are contributing to the problem. Consider employee characterisitcs as an example. 
Employees are more likely to resist when they perceive that the personal costs of 
change overshadow the benefits. If  this is the case, then managers are advised to 
(1) provide as much information as possible to employees about the change, (2) in-
form employees about the reasons/rationale for the change, (3)  conduct meetings 
to address employees’ questions regarding the change, and (4) provide employees 
the opportunity to discuss how the proposed change might affect them.50 Using 
these recommendations also will improve the agent–recipient relationship because 
they enhance the level of trust between the parties. 

Moreover, Figure 18–5 cautions managers not to assume that people are con-
sciously resisting change. Resistance has a cause and, according to John Kotter’s 
research of more than 100 companies, the cause generally involves some obstacle 
in the work environment. He noted that obstacles in the organization’s structure 
or in a “performance appraisal system [that] makes people choose between the 
new vision and their own self-interests” impeded change more than an individual’s 
direct resistance.51 This perspective implies that it is important for management to 
obtain employee feedback about any obstacles that may be affecting their ability 
or willingness to accept change. In the end, change agents should not be afraid to 
modify the targeted elements of change or their approach toward change based 

LO.7
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on employee resistance. If  people are resisting for valid reasons, then a new change 
initiative is needed.

In addition to these suggestions, employee participation in the change  process 
is another generic approach for reducing resistance. That said, however, organi-
zational change experts have criticized the tendency to treat participation as a 
cure-all for resistance to change. They prefer a contingency approach because 
resistance can take many forms and, furthermore, because situational factors 
vary (see Table 18–2).  As shown in Table 18–2, Participation + Involvement does 
have its place, but it takes time that is not always available. Also as indicated in 
Table 18–2, each of the other five methods has its situational niche, advantages, 

Table 18 –2 Six Strategies for Overcoming Resistance to Change

APPROACH
COMMONLY USED 
IN SITUATIONS ADVANTAGES DRAWBACKS

Education +

 communication

Where there is a lack

  of information or

inaccurate information

and analysis.

Once persuaded, people

  will often help with the

implementation of the

change.

Can be very time-

  consuming if lots of

people are involved.

Participation +

 involvement

Where the initiators

  do not have all the

information they need

to design the change

and where others have

considerable power to

resist.

People who participate

  will be committed to

implementing change,

and any relevant

information they have

will be integrated into

the change plan.

Can be very time-

  consuming if

participators design 

an inappropriate 

change.

Facilitation +

 support

Where people are

  resisting because of

adjustment problems.

No other approach

  works as well with

adjustment problems.

Can be time-consuming,

 expensive, and still fail.

Negotiation +

 agreement

Where someone or

  some group will clearly

lose out in a change

and where that group

has considerable

power to resist.

Sometimes it is a

  relatively easy way to

avoid major resistance.

Can be too expensive

  in many cases if 

it alerts others 

to  negotiate for 

 compliance.

Manipulation +

 co-optation

Where other tactics will

  not work or are too

expensive.

It can be a relatively

  quick and inexpensive

solution to resistance

problems.

Can lead to future

  problems if people 

feel manipulated.

Explicit + implicit

 coercion

Where speed is

  essential and where the

change initiators possess

considerable power.

It is speedy and can

  overcome any kind of

resistance.

Can be risky if it leaves

  people mad at the

initiators.

SOURCE: Reprinted by permission of Harvard Business Review. Exhibit from “Choosing Strategies for Change,” by J P Kotter and L A 

Schlesinger, March/April 1979. Copyright 1979 by the Harvard Business School Publishing Corporation; all rights reserved.
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and drawbacks. For example, Manipulation + Co-optation may appear to be a 
negative approach, but it works in the right context. We once used co-optation, 
which involves giving a resistor a desirable role in the change process, in order to 
motivate the individual to endorse the change process. This approach ultimately 
led to a modification in the change process and the resistor’s final endorsement. In 
short, there is no universal strategy for overcoming resistance to change. Managers 
need a complete repertoire of change strategies.52

go to the Web for the Group Exercise: Creating Change at 
Best Buy

 This lion has clearly created a flight 

response from its targeted prey. Have 

you ever run away from danger?

Dynamics of Stress 
We all experience stress on a daily basis. Although stress is caused by many factors, 
researchers conclude that stress triggers one of two basic reactions: active fighting 
or passive flight (running away or acceptance), the so-called fight-or-flight response.53 
Physiologically, this stress response is a biochemical “passing gear” involving hor-
monal changes that mobilize the body for extraordinary demands. Imagine how our 
prehistoric ancestors responded to the stress associated with a charging saber-
toothed tiger. To avoid being eaten, they could stand their ground and fight the 
beast or run away. In either case, their bodies would have been energized by an iden-
tical hormonal change, involving the release of adrenaline into the bloodstream.

In today’s hectic urbanized and industrialized society, charging beasts have been 
replaced by problems such as deadlines, role conflict and ambiguity, financial re-
sponsibilities, information overload, technology, traffic congestion, noise and air 
pollution, family problems, and work overload. As with our ancestors, our response 
to stress may or may not trigger negative side effects, including headaches, ulcers, 
insomnia, heart disease, high blood pressure, strokes, insomnia, allergies, skin disor-
ders, and mental illness.54 The same stress response that helped our prehistoric an-
cestors survive has too often become a factor that seriously impairs our daily lives.

Because stress and its con-
sequences are manageable, it 
is important for managers to 
learn as much as they can about 
occupational stress. After defin-
ing stress, this section provides 
an overview of  the dynamics as-
sociated with stress by present-
ing a model of  occupational 
stress, discussing moderators of 
occupational stress, and review-
ing the effectiveness of  several 
stress-reduction techniques.

LO.8to the point
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the key 
conclusions 
regarding 
the model of 
occupational 
stress, stress 
moderators, 
and stress 
reduction 
techniques?

Fight-or-flight 
response

To either confront 
stressors or try to 

avoid them.
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Defining Stress
To an orchestra violinist, stress may stem from giving a solo performance before a 
big audience. While heat, smoke, and flames may represent stress to a firefighter, 
delivering a speech or presenting a lecture may be stressful for those who are shy. 
In short, stress means different things to different people. Managers need a work-
ing definition.

Formally defined, stress is “an adaptive response, mediated by individual 
characteristics and/or psychological processes, that is a consequence of any exter-
nal action, situation, or event that places special physical and/or psychological 
demands upon a person.”55 This definition is not as difficult as it seems when we 
reduce it to three interrelated dimensions of stress: (1) environmental demands, 
referred to as stressors, that produce (2) an adaptive response that is influenced by 
(3) individual differences. Unfortunately, the worldwide recession has been driving 
up stress levels across the world, which in turn has prompted an increase in the 
number of people seeking psychological assistance.56

Hans Selye, considered the father of the modern concept of stress, pioneered 
the distinction between stressors and the stress response. Moreover, Selye empha-
sized that both positive and negative events can trigger an identical stress response 
that can be beneficial or harmful. He referred to stress that is positive or produces 
a positive outcome as eustress. Receiving an award in front of a large crowd or 
successfully completing a difficult work assignment both are examples of stressors 
that produce eustress. He also noted that

 Stress is not merely nervous tension.• 

 Stress can have positive consequences.• 

 Stress is not something to be avoided.• 

 The complete absence of stress is death.• 57

These points make it clear that stress is inevitable. Efforts need to be directed 
at managing stress, not at somehow escaping it altogether.

A Model of Occupational Stress
Figure 18–6 presents an instructive model of occupational stress.  The model shows 
that an individual initially appraises four types of stressors. This appraisal then 
motivates an individual to choose a coping strategy aimed at managing stressors, 
which, in turn, produces a variety of outcomes. The model also specifies several 
individual differences that moderate the stress process. A moderator is a variable 
that causes the relationship between two variables—such as stressors and cogni-
tive appraisal—to be stronger for some people and weaker for others. Three key 
moderators are discussed in the next section. Let us now consider the remaining 
components of this model in detail.

Stressors Stressors are environmental factors that produce stress. Stated dif-
ferently, stressors are a prerequisite to experiencing the stress response. Figure 18–6 
shows the four major types of stressors: individual, group, organizational, and 
extraorganizational. Individual-level stressors are those directly associated with a 
person’s job duties. The most common examples of individual stressors are job 
demands, work overload, role conflict, role ambiguity, everyday hassles, perceived 
control over events occurring in the work environment, and job characteristics.58 

Stress

Behavioral, physical, 
or psychological 
response to 
stressors.

Eustress

Stress that is good 
or produces a 
positive outcome.

Stressors

Environmental 
factors that produce 
stress.
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Losing one’s job is another important individual-level stressor. Job loss is a very 
stressful event that is associated with decreased psychological and physical well-
being.59 Finally, sleep-related issues are important stressors. Research shows that 
most people need about seven hours of sleep per night and that alertness, energy, 
performance, creativity, and thinking are related to how refreshed an employee 
feels when starting his/her workday.60

Group-level stressors are caused by group dynamics (recall our discussion in 
Chapter 10) and managerial behavior. Managers create stress for employees by 
(1) exhibiting inconsistent behaviors, (2) failing to provide support, (3) showing lack 
of concern, (4) providing inadequate direction, (5) creating a high-productivity en-
vironment, and (6) focusing on negatives while ignoring good performance. Sexual 
harassment experiences represent another group-level stressor. A recent meta-
analysis of 90 studies involving over 19,000 people demonstrated that harassing 
experiences were negatively associated with self-esteem, life and job satisfaction, 

Figure 18 – 6 A Model of Occupational Stress
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and organizational commitment, and positively with intentions to quit, absentee-
ism, anxiety, depression, and physical symptoms of stress.61 Another review of 
110 studies showed that bullying and incivility at work represent group-level stres-
sors that are correlated with higher stress, anger, anxiety, and lower organizational 
commitment.62

Organizational stressors affect large numbers of employees. Organizational 
culture, which was discussed in Chapter 3, is a prime example. For instance, a 
high-pressure environment that fuels employee fear about performing up to stan-
dard can increase the stress response. The increased use of information technol-
ogy is another source of organizational stress, as is the air quality and ventilation 
found throughout the organization. The World Health Organization, for instance, 
reports that roughly 30% of all new and remodeled buildings have problems re-
lated to air quality, and air quality is associated with a variety of conditions such 
as headaches, dizziness, and the ability to concentrate.63

Extraorganizational stressors are those caused by factors outside the orga-
nization. For instance, in Chapter 6 we discussed how conflicts associated with 
balancing one’s career and family life are stressful.64 Socioeconomic status is 
another extraorganizational stressor. Stress is higher for people with lower so-
cioeconomic status, which represents a combination of  (1) economic status, as 
measured by income; (2) social status, assessed by education level; and (3) work 
status, as indexed by occupation. These stressors are likely to become more im-
portant in the future. In support of  this conclusion, two recent national surveys 
revealed that the majority of  Americans cited money and the economy as their 
biggest stressors.65

Cognitive Appraisal of Stressors Cognitive appraisal reflects an indi-
vidual’s overall perception or evaluation of a situation or stressor. It is an important 
component within the stress process because people interpret the same stressors 
 differently. For example, some individuals perceive unemployment as a positive lib-
erating experience, whereas others perceive it as a negative debilitating one.

Figure 18–6 shows that people make two types of appraisals when evaluating 
the potential impact of stressors on their lives: primary and secondary appraisals.66 
A primary appraisal results in categorizing a situation or stressor as irrelevant, 
positive, or stressful. Stress appraisals are obviously the most important in terms 
of our current discussion because they imply that a situation or stressor is per-
ceived as harmful, threatening, or challenging.67

A secondary appraisal only occurs in response to a stressful primary appraisal 
and entails an assessment of what might and can be done to reduce the level of 
perceived stress. During this evaluation a person considers which coping strategies 
are available and which ones are most likely to help resolve the situation at hand. 
Ultimately, the combination of an individual’s primary and secondary appraisal 
influences the choice of coping strategies used to reduce stress.

Coping Strategies Coping strategies are characterized by the specific be-
haviors and cognitions used to cope with a situation. People use a combination of 
three approaches to cope with stressors and stress (see Figure 18–6). The first, 
called a control strategy, consists of using behaviors and cognitions to directly 
anticipate or solve problems. A control strategy has a take-charge tone. Examples 
include talking to your boss about workload if  you feel overwhelmed with your 
responsibilities, and confronting someone who is spreading negative rumors. 
Results from a meta-analysis of 34 studies and more than 4,000 people indicated 

Primary appraisal

Determining 
whether a stressor 
is irrelevant, 
positive, or stressful.

Secondary 
appraisal

Assessing what might 
and can be done to 
reduce stress.

Control strategy

Coping strategy that 
directly confronts 
or solves problems.
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that control coping was positively related to overall health outcomes.68 Research 
further shows that people are more apt to use control coping when they possess 
high self-esteem, self-efficacy, and problem-solving skills.69

In contrast to tackling the problem head-on, an escape strategy amounts to 
avoiding the problem. Behaviors and cognitions are used to avoid or escape situa-
tions. Individuals use this strategy when they passively accept stressful situations or 
avoid them by failing to confront the cause of stress (an obnoxious coworker, for 
instance). Finally, a symptom management strategy consists of using methods such 
as relaxation, meditation, medication, or exercise to manage the symptoms of oc-
cupational stress.70 A vacation, for example, can be a good way to reduce the symp-
toms of stress.

Stress Outcomes Theorists contend stress has psychological/attitudinal, 
behavioral, cognitive, and physical health consequences or outcomes. A large 
body of research supports the negative effects of  perceived stress on many as-
pects of  our lives. Workplace stress is negatively related to job satisfaction, orga-
nizational commitment, organizational citizenship behavior, positive emotions, 
and performance, and positively with emotional exhaustion, absenteeism, and 
turnover.71 Research also shows that stress is associated with negative behaviors 
such as yelling and verbal abuse and violence toward others. It also is associated 
with the frequency of drinking and taking illicit drugs.72 These stress outcomes 
are very costly. The American Institute of  Stress estimates that one million people 
miss work daily as a result of  stress. All told, “the annual tab for all these lost 
hours due to absenteeism; reduced productivity; turnover; and medical, legal, and 
insurance costs comes to $300 billion or $7,500 per worker.”73 Finally, ample evi-
dence supports the conclusion that stress negatively affects our physical and psy-
chological health. Stress contributes to the following physical and mental health 
problems: lessened ability to ward off  illness and infection, high blood pressure, 
coronary artery disease, tension headaches, back pain, diarrhea, constipation, 
and psychological well-being.74 In fact, it’s stressful to even think about all these 
problems!

Moderators of Occupational Stress
Moderators, once again, are variables that cause the relationships between stres-
sors, perceived stress, and outcomes to be weaker for some people and stronger for 
others. Managers with a working knowledge of important stress moderators can 
confront employee stress in the following ways:

 Awareness of moderators helps identify those most likely to experience stress 1. 

and its negative outcomes. Stress-reduction programs then can be formulated 

for high-risk employees.

 Moderators, in and of themselves, suggest possible solutions for reducing nega-2. 

tive outcomes of occupational stress.

Keeping these objectives in mind, we will examine three important modera-
tors: social support, hardiness, and Type A behavior.

Social Support Talking with a friend or taking part in a bull session can be 
comforting during times of fear, stress, or loneliness. For a variety of reasons, 
meaningful social relationships help people do a better job of handling stress. 

Escape strategy

Coping strategy that 
avoids or ignores 

stressors and 
problems.

Symptom 
management 

strategy

Coping strategy that 
focuses on reducing 

the symptoms of 
stress.
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Social support is the amount of perceived helpfulness derived from social relation-
ships. Importantly, social support is determined by both the quantity and quality 
of an individual’s social relationships. We receive four types of social support from 
others:

 • Esteem support. Providing information that a person is accepted and 
 respected despite any problems or inadequacies.

 • Informational support. Providing help in 
defining, understanding, and  coping with 
problems.

 • Social companionship. Spending time with 
others in leisure and recreational activities.

 • Instrumental support. Providing financial 
aid, material resources, or needed services.75

Research shows that social support is nega-
tively related to physiological processes and 
mortality. In other words, people with low so-
cial support tend to have poorer cardiovascular 
and immune system functioning and tend to die 
earlier than those with strong social support net-
works. Further, social support protects against 
the perception of stress, depression, psychologi-
cal problems, pregnancy complications, anxiety, 
loneliness, high blood pressure, and a variety of other ailments. In contrast, neg-
ative social support, which amounts to someone undermining another person, 
negatively affects one’s mental health.76 We are well advised to avoid people who 
try to undermine us.

Social support research highlights two practical recommendations. First, 
managers are advised to keep employees informed about external and internal 
social support systems. Internally, managers can use all four forms of social sup-
port when employees experience a personal crisis. Coping with a divorce is a good 
example. Second, participative management programs and company-sponsored 
activities that make employees feel they are an important part of an extended 
family can be rich sources of social support. Employees need time and energy 
to adequately maintain their social relationships. If  organizational demands are 
 excessive, employees’ social relationships and support networks will suffer, result-
ing in stress-related illness and decreased performance.77

Hardiness Suzanne Kobasa, a behavioral scientist, identified a collection of 
personality characteristics that neutralize occupational stress. This collection of 
characteristics, referred to as hardiness, involves the ability to perceptually or 
 behaviorally transform negative stressors into positive challenges. Hardiness em-
braces the personality dimensions of commitment, locus of control, and chal-
lenge.78

Commitment reflects the extent to which an individual is involved in whatever 
he or she is doing. Committed people have a sense of purpose and do not give up 
under pressure because they tend to invest themselves in the situation. As discussed 
in Chapter 5, individuals with an internal locus of control believe they can influ-
ence the events that affect their lives. People possessing this trait are more likely 
to foresee stressful events, thereby reducing their exposure to anxiety-producing 
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  Social support helps us deal with the ups and downs of life. A 

simple touch can be very comforting to someone in need.
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situations. Moreover, their perception of being in control leads “internals” to use 
proactive coping strategies. Challenge is represented by the belief  that change is a 
normal part of life. Hence, change is seen as an opportunity for growth and devel-
opment rather than a threat to security.

Research supports the moderating influence of hardiness on the stress pro-
cess. For example, a five-year study of 259 managers from a public utility revealed 
that hardiness—commitment, locus of control, and challenge—reduced the prob-
ability of illness following exposure to stress.79 The three components of hardiness 
also were found to directly influence how 276 members of the Israeli Defense 
Forces appraised stressors and ultimately coped with them. Hardy individuals in-
terpreted stressors less negatively and were more likely to use control coping strat-
egies than unhardy people.80 Furthermore, additional research demonstrated that 
hardy individuals displayed lower stress and burnout and higher job satisfaction 
than their less hardy counterparts.81

One practical offshoot of this research is organizational training and development 
programs that strengthen the characteristics of commitment, personal control, and 
challenge. For example, a team of researchers developed a hardiness training program 
based on this recommendation and tested it on a group of students and working adults. 
Results revealed that students’ grade point average, retention, and health improved after 
the training. Training also resulted in increased performance, job satisfaction, and health 
for the working adults.82 The hardiness concept also meshes nicely with job design. 
Enriched jobs are likely to fuel the hardiness components of commitment and challenge. 
A final application of the hardiness concept is as a diagnostic tool. Employees scoring 
low on hardiness would be good candidates for stress-reduction programs.

Type A Behavior Pattern According to Meyer Friedman and Ray 
Rosenman (the cardiologists who isolated the Type A syndrome in the 1950s):

Type A behavior pattern is an action-emotion complex that can be observed in 

any person who is aggressively involved in a chronic, incessant struggle to achieve more 

and more in less and less time, and if required to do so, against the opposing efforts of 

other things or persons. It is not psychosis or a complex of worries or fears or phobias 

or obsessions, but a socially acceptable—indeed often praised—form of conflict. 

Persons possessing this pattern also are quite prone to exhibit a free-floating but, ex-

traordinarily well-rationalized hostility. As might be expected, there are degrees in the 

intensity of this behavior pattern.83

While labeling Type A behavior as “hurry sickness,” Friedman and Rosenman 
noted that Type A individuals frequently tend to exhibit most of the behaviors 
listed in Table 18–3. 

Because Type A behavior is a matter of degree, it is measured on a continuum. 
This continuum has the hurried, competitive Type A behavior pattern at one end 
and the more relaxed Type B behavior pattern at the other. Let us now consider 
the pros and cons of being Type A. OB research has demonstrated that Type A 
employees tend to be more productive than their Type B coworkers. For instance, 
Type A behavior yielded a significant and positive correlation with 766 students’ 
grade point averages, the quantity and quality of 278 university professors’ perfor-
mance, and sales performance of 222 life insurance brokers.84 On the other hand, 
Type A behavior is associated with some negative consequences. A recent meta-
analysis of 729 studies revealed that Type A individuals had higher cardiovas-
cular hyperactivity (e.g., heart rates, diastolic blood pressure, and systolic blood 

Type A behavior 
pattern
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Table 18 –3 Type A Characteristics

 1.  Hurried speech; explosive accentuation of key words.

 2.  Tendency to walk, move, and eat rapidly.

 3.  Constant impatience with the rate at which most events take place (e.g., irri-

tation with slow-moving traffic and slow-talking and slow-to-act people).

 4.  Strong preference for thinking of or doing two or more things at once (e.g., 

reading this text and doing something else at the same time).

 5.  Tendency to turn conversations around to personally meaningful subjects or 

themes.

 6.  Tendency to interrupt while others are speaking to make your point or to 

complete their train of thought in your own words.

 7.  Guilt feelings during periods of relaxation or leisure time.

 8.  Tendency to be oblivious to surroundings during daily activities.

 9.  Greater concern for things worth having than with things worth being.

10.  Tendency to schedule more and more in less and less time; a chronic sense of 

time urgency.

11.  Feelings of competition rather than compassion when faced with another Type 

A person.

12.  Development of nervous tics or characteristic gestures.

13.  A firm belief that success is due to the ability to get things done faster than 

the other guy.

14.  A tendency to view and evaluate personal activities and the activities of other 

people in terms of “numbers” (e.g., number of meetings attended, telephone 

calls made, visitors received).

SOURCE: Adapted from M Friedman and R H Rosenman, Type A Behavior and Your Heart (Greenwich, 

CT: Fawcett Publications, 1974), pp 100–2.

pressure) than Type B people. In turn, this hyperactivity was associated with heart 
disease and cardiac mortality.85 Type A people also showed greater cardiovascular 
activity when they encountered the following situations:

Receipt of positive or negative feedback.1. 

Receipt of verbal harassment or criticism.2. 

Tasks requiring mental as opposed to physical work.3. 86

Unfortunately for Type A individuals, these situations are frequently experi-
enced at work. A second meta-analysis of 83 studies further demonstrated that 
the hard-driving and competitive aspects of Type A are related to coronary heart 
disease, but the speed and impatience and job involvement aspects are not. This 
meta-analysis also showed that feelings of anger, hostility, and aggression were 
more strongly related to heart disease than was Type A behavior.87 Do these re-
sults signal the need for Type A individuals to quit working so hard? Not 
necessarily. First off, the research indicated that feelings of  anger, hostility, 
and aggression were more detrimental to our health than being Type A. We 
should all attempt to reduce these negative emotions. Second, researchers have 
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Table 18 – 4 Stress-Reduction Techniques

TECHNIQUE DESCRIPTION ASSESSMENT

Muscle relaxation Uses slow, deep breathing and systematic 

 muscle tension reduction.

Inexpensive and easy to use; may require 

 a trained professional to implement.

Biofeedback A machine is used to train people to 

  detect muscular tension; muscle relax-

ation is then used to alleviate this 

symptom of stress.

Expensive due to costs of equipment; 

  however, equipment can be used to 

evaluate effectiveness of other stress-

reduction programs.

Meditation The relaxation response is activated by 

  redirecting one’s thoughts away from 

oneself; a four-step procedure is used to 

attain passive stress-free state of mind.

Least expensive, simple to implement, 

  and can be practiced almost any-

where.

Cognitive 

  restructuring

Irrational or maladaptive thoughts are 

  identified and replaced with those that 

are rational or logical.

Expensive because it requires a trained 

 psychologist or counselor.

Holistic wellness A broad, interdisciplinary approach that 

  goes beyond stress reduction by advo- 

cating that people strive for personal 

wellness in all aspects of their lives.

Involves inexpensive but often 

   behaviorally difficult lifestyle changes.

 developed stress-reduction techniques to help Type A people pace themselves 
more realistically and achieve better balance in their lives; they are discussed 
in the next section. Management can help Type A people, however, by not 
overloading them with work despite their apparent eagerness to take an ever-
increasing workload. Managers need to actively help rather than unthinkingly 
exploit Type A individuals.

Stress-Reduction Techniques
Stress is very costly to organizations. The American Institute of Stress estimates 
that work stress costs US industries about $300 billion a year. It thus is not surpris-
ing that organizations are increasingly implementing a variety of stress-reduction 
programs to help employees cope with modern-day stress.88

There are many different stress-reduction techniques available. The four most 
frequently used approaches are muscle relaxation, biofeedback, meditation, and 
cognitive restructuring. Each method involves somewhat different ways of cop-
ing with stress (see Table 18–4).  Although research supports the positive benefits 
of all these techniques, a recent meta-analysis of 55 stress management interven-
tions demonstrated that cognitive restructuring was most effective.89 Despite these 
positive results, however, some researchers advise organizations not to implement 
stress-reduction programs despite their positive outcomes. They rationalize that 
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these techniques relieve symptoms of  stress rather than eliminate stressors them-
selves.90 Thus, they conclude that organizations are using a Band-Aid approach to 
stress reduction. 

This recommendation has led to the creation of much broader approaches to-
ward stress reduction. Two of the broadest approaches entail the use of employee 
assistance programs and for individuals to use a holistic wellness approach. Let us 
consider each of these approaches toward stress reduction.

Employee Assistance Programs (EAPs) Employee assistance  programs

consist of a broad array of programs aimed at helping employees to deal with 
personal problems such as substance abuse, health-related problems, family and 
marital issues, and other problems that negatively affect their job performance. 
For example, the current recession has led to a surge in requests from employers 
asking EAP providers to offer financial assistance and coping with stress pro-
grams (see the Real World/Real People feature above).91 EAPs are  typically pro-
vided by employers or in combination with unions. Employees use these services 
as part of their benefit package. Alternatively, referral-only EAPs simply provide 
managers with telephone numbers that they can distribute to employees in need of 
help. Employees then pay for these services  themselves.

Holistic Wellness Approach A holistic wellness approach encompasses 
and goes beyond stress reduction by advocating that individuals strive for “a 
harmonious and productive balance of physical, mental, and social well-being 
brought about by the acceptance of one’s personal responsibility for developing 
and adhering to a health promotion program.”92 Organizations are encouraged to 
consider the benefits of wellness programs in light of a recent meta-analysis of 
17 studies. Results revealed that employee participation in wellness programs was 
positively assoicated with job satisfaction and negatively with absenteeism.93 Five 

Employee 
assistance 
programs

Help employees to 
resolve personal 
problems that affect 
their productivity.

Holistic wellness 
approach

Advocates personal 
responsibility for 
healthy living.

Many of the employees calling EAPs are seeking help 

with their finances, and some who have lost their 

homes to foreclosures are asking for housing assis-

tance. But the vast majority call to get help managing 

the stress associated with today’s dire economic con-

ditions, EAP vendors say.

 “I’ve been in the business for 20 years and I’ve 

never seen anything like it,” said Mike Garfield, senior 

VP of global business development at ComPsych Corp. 

in Chicago.

 “Call volume for EAPs’ financial counselors was up 

more than 30% in October [2008],” he said. . . . 

 “People are swimming in debt, struggling to pay the 

mortgage, uncertain about their future and turning to 

their EAP because it’s free, confidential and personal-

ized help,” said Ann Clark, chief executive officer and 

founder of the San Diego-based EAP vendor.

Do you think it makes sense for companies to 
pay for EAP assistance for employees that have 
been laid off? Explain.

SOURCE: Excerpted from J Wojcik, “EAP Vendors Report Surge in 

Number of Help Line Calls,” Business Insurance, November 3, 2008, p 28.

The Recession Results in Increased Demand for Employee Assistance 

Programs (EAPs)

REAL WORLD | real people
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dimensions of a holistic wellness approach are 
as follows:

1.  Self-responsibility. Take personal responsibility 

for your wellness (e.g., quit smoking, moderate 

your intake of alcohol, wear your seat belt, and 

eat less food). As a case in point, experts esti-

mate that 50 to 70% of all diseases are caused 

by lifestyle choices under our control.94 

2.  Nutritional awareness. Because we are what we 

eat, try to increase your consumption of foods 

high in fiber, vitamins, and nutrients—such as 

fresh fruits and vegetables, poultry, and fish—

while decreasing those high in sugar and fat.

3.  Stress reduction and relaxation. Use techniques 

to relax and reduce the symptoms of stress.

4.  Physical fitness. Exercise regularly to maintain 

strength, flexibility, endurance, and a healthy 

body weight. A review of employee fitness pro-

grams indicated that they were a cost-effective 

way to reduce medical costs, absenteeism, turn-

over, and occupational injuries. Because many 

people do not like to exercise, more companies 

have begun to use incentives as vehicles to mo-

tivate employees to exercise. For example, over 

1,000 employees from Home Depot increased 

their exercise sessions over six  weeks after being promised a reward for meeting 

exericse-related goals.95 Fitness programs also were positively linked with job perfor-

mance and job satisfaction.

5.  Environmental sensitivity. Be aware of your environment and try to identify the 

stressors that are causing your stress. A control coping strategy might be useful to 

eliminate stressors.

Summary of Key Concepts

Discuss the external and internal forces that create 1. 

the need for organizational change. Organizations en-

counter both external and internal forces for change. 

There are five key external forces for change: demo-

graphic characteristics, technological advancements, 

customer and market changes, social and political 

pressures, and organizational crises. Internal forces 

for change come from both human resource prob-

lems and managerial behavior/decisions.

Describe Lewin’s change model and the systems model 2. 

of change. Lewin developed a three-stage model of 

planned change that explained how to initiate, man-

age, and stabilize the change process. The three stages 

were unfreezing, which entails creating the motiva-

tion to change; changing; and stabilizing change 

through refreezing. A systems model of change takes 

a big picture perspective of change. It focuses on the 

interaction among the key components of change. 

The three main components of change are inputs, 

target elements of change, and outputs. The target 

elements of change represent the components of an 

organization that may be changed. They include or-

ganizational arrangements, social factors, methods, 

and people.

Discuss Kotter’s eight steps for leading organizational 3. 

change. John Kotter believes that organizational 
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change fails for one or more of eight common errors. 

He proposed eight steps that organizations should 

 follow to overcome these errors. The eight steps are 

(1) establish a sense of urgency, (2) create the guid-

ing coalition, (3) develop a vision and strategy, 

(4) communicate the change vision, (5) empower 

broad-based action, (6) generate short-term wins, 

(7) consolidate gains and produce more change, and 

(8) anchor new approaches in the culture.

Define4.  organization development (OD), and explain 

the OD process. Organization development is a set 

of tools or techniques that are used to implement 

planned organizational change. OD is broader in 

focus and has a diagnostic focus. OD is guided by 

a four-step process. The steps are (1) diagnosis, 

(2) intervention, (3) evaluation, and (4) feedback. 

Explain the dynamic model of resistance to change. 5. 

The model contradicts the traditional assumption 

that resistance to change is caused by irrational and 

self-serving recipients. Rather, resistance is viewed 

as being caused by the dynamic interactions among 

three key sources of resistance. They are recipient 

characteristics, change agent characteristics, and the 

quality of the change agent–recipient relationships. 

Managers need to consider all three sources of resis-

tance when trying to manage resistance to change. 

Discuss the key recipient and change agent characteris-6. 

tics that cause resistance to change. There are six key 

recipient characteristics. They are (1) an individual’s 

predispostion toward change, (2) surprise and fear 

of the unknown, (3) fear of failure, (4) loss of status 

and/or job security, (5) peer pressure, and (6) past 

success. The five key change agent characteristics 

include the following: (1) decisions that disrupt cul-

tural traditions or group relationships, (2) personality 

conflicts, (3) lack of tact or poor timing, (4) leader ship 

style, and (5) failing to legitimize change.

Identify alternative strategies for overcoming resistance 7. 

to change. The first step is to use the dynamic model 

of resistance to diagnose the causes of employee re-

sistance. The second is to consider characteristics in 

the work environment that may represent obstacles to 

change. These obstacles then need to be eliminated. 

Finally, managers can adopt one or more of the ge-

neric strategies for overcoming resistance to change. 

They are education + communication, participation + 

involvement, facilitation + support, negotiation + 

agreement, manipulation + co-optation, and explicit + 

implicit coercion. Each has its situational appropri-

ateness and advantages and drawbacks.

Define the term8.  stress and describe the model of oc-

cupational stress. Stress is an adaptive reaction to 

environmental demands or stressors that triggers a 

fight-or-flight response. This response creates hor-

monal changes that mobilize the body for extraordi-

nary demands. According to the occupational model 

of stress, the stress process begins when an individual 

cognitively appraises stressors. This appraisal then 

motivates an individual to choose a coping strategy 

aimed at reducing stressors, which, in turn, results in 

a variety of stress outcomes.

Discuss the stress moderators of social support, hardi-9. 

ness, and Type A behavior. People use each of these 

moderators to help reduce the impact of stressors 

that are appraised as harmful,  threatening, or chal-

lenging. Social support represents the amount of 

perceived helpfulness derived from  social relation-

ships. People use four types of support ( esteem, 

informational, social, and instrumental) to reduce 

the impact of stress. Hardiness is a collection of 

personality characteristics that neutralize stress. It 

includes the characteristics of  commitment, locus 

of control, and challenge. The Type A behavior 

pattern is characterized by someone who is aggres-

sively involved in a chronic, determined struggle 

to accomplish more and more in less and less time. 

 Management can help Type A individuals by not 

overloading them with work despite their apparent 

eagerness to take on an ever-increasing workload.

  10. Discuss employee assistance programs (EAPs) and a 

holistic approach toward stress reduction. Employee 

assistance programs help employees to resolve per-

sonal problems that affect their productivity. EAPs 

are typically funded by organizations or in com-

bination with unions. A holistic approach toward 

wellness goes beyond stress-reduction techniques by 

advocating that people strive for a harmonious bal-

ance among physical, mental, and social well-being. 

This approach to stress management has five key 

components: self-responsibility, nutritional aware-

ness, stress reduction and relaxation, physical fitness, 

and environmental sensitivity.

Key Terms
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OB in Action Case Study

Wyeth Implements Major Organizational Change96

When Denise Peppard was studying for her master’s 
degree in business administration at the University of 
Michigan more than 20 years ago, she decided to pursue 
a career in human resources management. . . .

Peppard realized that potential when she became se-
nior vice president of HR for Wyeth last January. . . .

Corporate and cultural change at Wyeth has served 
as Peppard’s focal point. She began her present job 
in the midst of a large-scale corporate restructuring 
program called Project Impact. Peppard began imple-
menting the project while serving as the head of HR 
for Wyeth Pharmaceuticals—the largest division, em-
ploying approximately 92 percent of Wyeth’s 50,000 
employees worldwide.

“The change we’re experiencing is throughout the 
pharma industry right now. You can look at it as an 
opportunity,” Peppard says, “because it’s good change. 
It’s the kind of  change that we should be doing and 
will ultimately make Wyeth a better company.”

Project Impact goals include:

• Streamlining Wyeth’s operations.

•  Exploring opportunities for alliances for research 
and development.

•  Reducing production costs.

One of the first steps in implementing the restructur-
ing plan was a series of job cuts. Just as Peppard began 
her new job, Wyeth officials announced the company 
would reduce its workforce by 10 percent during the 
next five years. In March, the company laid off  1,200 
sales representatives in a cost-cutting move. The job 
cuts came after Wyeth’s patent expired on its popular 
Protonix acid-relief  medication and the company began 
facing stiffer competition from manufacturers of ge-
neric drugs.

Yet Project Impact appears to meet the intended 
short-term result: Compared with 2007, Wyeth’s reve-
nue and earnings have grown approximately 6 percent in 
2008. The company reported revenue of $11.65 billion 
for the first six months of 2008.

“If there’s one thing to regret in this change process, 
[it’s] that we began with a short-term cost reduction as-
sociated with Protonix production and the sales force,” 
says Peppard. “I don’t think everyone in the company 
has quite grasped that this effort is not just about job re-
ductions and that it is actually about changing the way 
we work.”

For examples, Peppard points to ideas such as using 
fewer manufacturing facilities and possibly using more 
third-party suppliers. Research and development part-
nerships with other pharmaceutical companies repre-
sent other avenues for Wyeth leaders to ponder.

“We really have to restructure the way people are 
working, and that’s a massive, massive change,” Peppard 
says during an interview at Wyeth’s headquarters. . . .

Peppard sees the changes within Wyeth and the 
pharmaceutical industry as the natural response to its 
shifts in the global market. In the past year and for the 
first time ever, Wyeth’s international sales surpassed the 
company’s U.S. sales. Nearly half  of Wyeth’s employees 
now work outside the United States.

Still, the workforce reductions ultimately impact in-
dividuals, and Peppard admits that making decisions 
that affect the livelihoods of people proves to be the 
toughest part of her job.

“These are not decisions that are taken lightly,” 
Peppard says. Wyeth leaders “take great care with deci-
sions to cut jobs and make sure that each affected in-
dividual is treated with care and dignity. Even though 
it’s a business decision, ultimately it comes down to a 
personal level, and that’s the really tough part.”

Questions for Discussion
What were the external and internal forces for 1. 

change at Wyeth?

To what extent did Denise Peppard follow the 2. 

change models proposed by Lewin and Kotter? 
Explain. 
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Which of the target elements of change within 3. 

the systems model of change were affected by the 
changes at Wyeth?

Would you expect Ms. Peppard to encounter re-4. 

sistance to change? Why? What might be done to 
reduce this resistance? Explain. 

What did this case teach you about organizational 5. 

change? Discuss. 

Ethical Dilemma

Is There an Ethical Way to Implement Downsizing without 
Hurting Your Best Employees?97 
Intel has restructured and eliminated about 10,500 jobs 
during the past 20 months. The company decided to 
make these cuts owing to declining revenue and mar-
ket share. Intel used a quantitative approach in making 
the cuts. That is, the company studied workforce demo-
graphics and determined what areas were most in need 
of cuts and then reassigned people based on where they 
might best contribute to the company’s future plans. The 
managerial ranks were reduced the most. Corporate ex-
ecutives are pleased with the process because the com-
pany is now more profitable and competitive.

In contrast, some employees believe that the com-
pany “botched the restructuring in ways that have 
harmed morale, employee development and long-term 
leadership quality.” Interviews with employees uncov-
ered complaints that “Intel disregarded employees’ pas-
sions in reorganizing, squandered the talents of HR 
specialists and unwisely shifted leadership training ef-
forts from lower-level managers to upper-level execu-
tives.” Disgruntled employees believe that Intel did not 
consider employees interests during the restructuring. 
An internal memo obtained by Workforce Management 
indicated that senior management knew they would be 
losing quality employees. The memo states: “We know 
we are losing good people in this move. But we have too 
many managers, and this manager reduction is neces-
sary to improve our decision making and communica-
tion and to resize the company. In addition, since we 
need to become a leaner company and are limiting job 

openings, redeploying their skills, as individual contrib-
utors or as managers, is not a reasonable option.”

Solving the Dilemma: How Would You 
Have Handled the Layoffs at Intel?

Intel’s approach sounds logical to me. Revenues are 1. 

up, and the company just unveiled a new processing 
chip that Time called the best invention of the year. 
You can’t make everyone happy when you let go 
more than 10,000 people.

Downsizing solely by the numbers is bad. Manage-2. 

ment should have accommodated employees’ 
passions and interests when restructuring, even if  
it resulted in less cuts than desired. In the long run, 
this will lead to higher employee satisfaction and 
performance.

It sounds like the criticisms are being leveled by 3. 

people who don’t like their new assignments. They 
should quit complaining and be happy that they are 
still employed.

I am not sure that there is an optimum approach. 4. 

It is impossible to balance the short-term goal of 
reducing costs while maintaining a positive work 
environment in which people are doing the type of 
work they are passionate about.

Invent other interpretations or options. Discuss.5. 

Web Resources

For study material and exercises that apply to this chapter, visit our 

Web site, www.mhhe.com/kreitner
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ability Stable characteristic 

responsible for a person’s maximum 

physical or mental performance.

action plan Outlines the activities or 

tasks that need to be accomplished in 

order to obtain a goal.

adhocracy culture A culture that 

has an external focus and values 

flexibility.

affective component The feelings 

or emotions one has about an object 

or situation.

affirmative action Focuses on 

achieving equality of opportunity in 

an organization.

alternative dispute resolution 

Avoiding costly lawsuits by resolving 

conflicts informally or through 

mediation or arbitration.

Americans with Disabilities Act 

Prohibits discrimination against the 

disabled. 

anticipatory socialization 

phase Occurs before an individual 

joins an organization, and involves 

the information people learn about 

different careers, occupations, 

professions, and organizations.

Asch effect Giving in to a 

unanimous but wrong opposition.

attention Being consciously aware 

of something or someone.

attitude Learned predisposition 

toward a given object.

behavioral component How 

one intends or expects to act toward 

someone or something. 

benchmarking Process by which a 

company compares its performance 

with that of high-performing 

organizations.

bounded rationality Constraints 

that restrict rational decision 

making.

brainstorming Process to generate 

a quantity of ideas.

care perspective Involves 

compassion and an ideal of attention 

and response to need. 

case study In-depth study of a 

single person, group, or organization.

causal attributions Suspected or 

inferred causes of behavior.

centralized decision making Top 

managers make all key decisions.

change agent Individual who is a 

catalyst in helping organizations to 

implement change.

change and acquisition phase 

Requires employees to master tasks 

and roles and to adjust to work group 

values and norms.

clan culture A culture that has an 

internal focus and values flexibility 

rather than stability and control.

closed system A relatively self-

sufficient entity.

coalition Temporary groupings of 

people who actively pursue a single 

issue.

coercive power Obtaining 

compliance through threatened or 

actual punishment.

cognitions A person’s knowledge, 

opinions, or beliefs.

cognitive categories Mental 

depositories for storing information.

cognitive component Beliefs or 

ideas one has about an object or 

situation. 

cognitive dissonance Psychological 

discomfort experienced when attitudes 

and behavior are inconsistent.

cohesiveness A sense of “we-ness” 

helps group stick together.

collectivist culture Personal goals 

less important than community goals 

and interests.

communication Interpersonal 

exchange of information and 

understanding.

communication competence 

Ability to communicate effectively in 

specific situations.

competing values framework A 

framework for categorizing organiza-

tional culture.

conflict One party perceives its 

interests are being opposed or set back 

by another party.

conflict triangle Conflicting parties 

involve a third person rather than 

dealing directly with each other.

consensus Presenting opinions 

and gaining agreement to support a 

decision.

consideration Creating mutual 

respect and trust with followers.

content theories of motivation 

Identify internal factors influencing 

motivation.

contingency approach Using 

management tools and techniques in 

a situationally appropriate manner; 

avoiding the one-best-way mentality.

contingency approach to 

organization design Creating an 

effective organization–environment fit.

contingency factors Variables that 

influence the appropriateness of a 

leadership style.

continuous reinforcement 

Reinforcing every instance of a 

behavior.

control strategy Coping strategy 

that directly confronts or solves 

problems.

core job dimensions Job 

characteristics found to various 

degrees in all jobs.

corporate social responsibility 

The idea that corporations are 

expected to go above and beyond 

following the law and making a profit.

counterproductive work behaviors 

(CWBs) Types of behavior that 

harm employees and the organization 

as a whole.

Glossary

G1



G2 Glossary

creativity Process of developing 

something new or unique.

credibility Being believable through 

integrity, intent, capabilities, and 

results.

cross-cultural management 

Understanding and teaching 

behavioral patterns in different 

cultures.

cross-cultural training Structured 

experiences to help people adjust to a 

new culture/country.

cross-functionalism Team made up 

of technical specialists from different 

areas.

cultural intelligence The ability 

to interpret ambiguous cross-cultural 

situations accurately.

culture Beliefs and values about 

how a community of people should 

and do act.

culture shock Anxiety and doubt 

caused by an overload of new 

expectations and cues.

day of contemplation A one-

time-only day off  with pay to allow a 

problem employee to recommit to the 

organization’s values and mission.

decentralized decision making 

Lower-level managers are empowered 

to make important decisions.

decision making Identifying and 

choosing solutions that lead to a 

desired end result.

decision-making style A 

combination of how individuals 

perceive and respond to information.

decision tree Graphical 

representation of the process 

underlying decision making.

delegation Granting decision-

making authority to people at lower 

levels.

deliberate practice A demanding, 

repetitive, and assisted program to 

improve one’s performance.

Delphi technique Process to 

generate ideas from physically 

dispersed experts. 

demographic faultline A

hypothetical dividing line that splits 

groups into demographically based 

subgroups.

developmental relationship 

strength The quality of relationships 

among people in a network.

devil’s advocacy Assigning someone 

the role of critic.

dialectic method Fostering a 

debate of opposing viewpoints to 

better understand an issue.

differentiation Division of labor 

and specialization that causes people 

to think and act differently. 

discrimination Occurs when 

employment decisions are based on 

factors that are not job related.

distributive justice The perceived 

fairness of how resources and rewards 

are distributed.

diversity The host of individual 

differences that make people different 

from and similar to each other.

diversity climate Employees’ 

aggregate perceptions about an 

organization’s policies, practices, and 

procedures pertaining to diversity.

diversity of developmental 

relationships The variety of people 

in a network used for developmental 

assistance.

dysfunctional conflict Threatens 

organization’s interests.

e-business Running the entire 

business via the Internet.

emotional intelligence Ability 

to manage oneself  and interact with 

others in mature and constructive 

ways.

emotions Complex human 

reactions to personal achievements 

and setbacks that may be felt and 

displayed.

employee assistance programs 

Help employees to resolve personal 

problems that affect their productivity.

employee engagement An 

individual’s involvement, satisfaction, 

and enthusiasm for work.

empowerment Sharing varying 

degrees of power with lower-level 

employees to tap their full potential.

enacted values The values 

and norms that are exhibited by 

employees.

encounter phase Employees learn 

what the organization is really like and 

reconcile unmet expectations.

equity sensitivity An individual’s 

tolerance for negative and positive 

equity.

equity theory Holds that 

motivation is a function of fairness in 

social exchanges.

ERG theory Three basic needs—

existence, relatedness, and growth—

influence behavior.

escape strategy Coping strategy 

that avoids or ignores stressors and 

problems.

espoused values The stated values 

and norms that are preferred by an 

organization.

ethics Study of moral issues and 

choices.

ethnocentrism Belief  that one’s 

native country, culture, language, and 

behavior are superior.

eustress Stress that is good or 

produces a positive outcome. 

execution A systematic process 

of discussing hows and whats, 

questioning, tenaciously following 

through, and ensuring accountability.

expatriate Anyone living or 

working in a foreign country.

expectancy Belief  that effort leads 

to a specific level of performance.

expectancy theory Holds that 

people are motivated to behave in ways 

that produce valued outcomes.

expert power Obtaining 

compliance through one’s knowledge 

or information.

explicit knowledge Information 

that can be easily put into words and 

shared with others.

external factors Environmental 

characteristics that cause behavior.
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external forces for change 

Originate outside the organization.

external locus of control 

Attributing outcomes to circumstances 

beyond one’s control.

extinction Making behavior 

occur less often by ignoring or not 

reinforcing it.

  extrinsic rewards Financial, 

material, or social rewards from the 

environment.

feedback Objective information 

about performance.

field study Examination of variables 

in real-life settings.

fight-or-flight response To either 

confront stressors or try to avoid 

them.

formal communication 

channels Follow the chain of 

command or organizational structure.

formal group Formed by the 

organization.

functional conflict Serves 

organization’s interests.

fundamental attribution bias 

Ignoring environmental factors that 

affect behavior.

Galatea effect An individual’s 

high self-expectations lead to high 

performance.

garbage can model Holds that 

decision making is sloppy and 

haphazard.

genderflex Temporarily using 

communication behaviors typical of 

the other gender.

glass ceiling Invisible barrier 

blocking women and minorities from 

top management positions.

goal What an individual is trying to 

accomplish.

goal commitment Amount of 

commitment to achieving a goal.

goal specificity Quantifiability of 

a goal.

Golem effect Loss in performance 

due to low leader expectations.

grapevine Unofficial commu-

nication system of the informal 

organization.

group Two or more freely 

interacting people with shared norms 

and goals and a common identity.

group cohesiveness A “we feeling” 

binding group members together.

groupthink Janis’s term for a 

cohesive in-group’s unwillingness to 

realistically view alternatives.

hardiness Personality characteristic 

that neutralizes stress.

hierarchy culture A culture that 

has an internal focus and values 

stability and control over flexibility.

high-context cultures Primary 

meaning derived from nonverbal 

situational cues.

holistic wellness approach 

Advocates personal responsibility for 

healthy living.

human capital The productive 

potential of one’s knowledge and 

actions.

humility Considering the 

contributions of others and good 

fortune when gauging one’s success.

hygiene factors Job characteristics 

associated with job dissatisfaction.

implicit cognition Any thought or 

belief  that is automatically activated 

without conscious awareness.

implicit leadership theory 

Perceptual theory in which prototypes 

determine traits of effective leaders.

impression management Getting 

others to see us in a certain manner.

individualistic culture Primary 

emphasis on personal freedom and 

choice.

informal communication channels 

Do not follow the chain of command 

or organizational structure.

informal group Formed by friends 

or those with common interests.

information/decision-making 

theory Diversity leads to better 

task-relevant processes and decision 

making.

in-group exchange A partnership 

characterized by mutual trust, respect, 

and liking.

initiating structure Organizing and 

defining what group members should 

be doing.

innovation Creation of something 

new that is used by consumers.

instrumental cohesiveness Sense 

of togetherness based on mutual 

dependency needed to get the job 

done.

instrumentality A performance → 

outcome perception.

integration Cooperation among 

specialists to achieve a common goal. 

intelligence Capacity for construc-

tive thinking, reasoning, problem 

solving.

interactional justice Extent to 

which people feel fairly treated when 

procedures are implemented.

intermittent reinforcement 

Reinforcing some but not all instances 

of behavior.

internal factors Personal 

characteristics that cause behavior.

internal forces for change 

Originate inside the organization.

internal locus of control 

Attributing outcomes to one’s 

own actions.

intrinsic motivation Motivation 

caused by positive internal feelings.

intrinsic rewards Self-granted, 

psychic rewards.

intuition Making a choice without 

the use of conscious thought or logical 

inference.

jargon Language or terminology 

that is specific to a particular 

profession, group, or company.

job design Changing the content or 

process of a specific job to increase job 

satisfaction and performance.

job enlargement Putting more 

variety into a job.
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job enrichment Building 

achievement, recognition, stimulating 

work, responsibility, and advancement 

into a job.

job involvement Extent to which 

an individual is immersed in his or her 

present job.

job rotation Moving employees 

from one specialized job to another.

job satisfaction An affective or 

emotional response to one’s job.

judgmental heuristics Rules of 

thumb or shortcuts that people use 

to reduce information-processing 

demands.

justice perspective Based on the 

ideal of reciprocal rights and driven by 

rules and regulations. 

knowledge management 

Implementing systems and practices 

that increase the sharing of knowledge 

and information throughout an 

organization.

laboratory study Manipulation and 

measurement of variables in contrived 

situations.

law of effect Behavior with 

favorable consequences is repeated; 

behavior with unfavorable 

consequences disappears.

leader–member relations Extent 

that leader has the support, loyalty, 

and trust of the work group.

leader trait Personal characteristic 

that differentiates leaders from 

followers.

leadership Process whereby an 

individual influences others to achieve 

a common goal.

leadership prototype Mental 

representation of the traits and 

behaviors possessed by leaders.

learning goal Encourages learning, 

creativity, and skill development.

learning organization Proactively 

creates, acquires, and transfers 

knowledge throughout the 

organization.

legitimate power Obtaining 

compliance through formal authority.

liaison individuals Those who 

consistently pass along grapevine 

information to others.

line managers Have authority to 

make organizational decisions.

line of sight Employees know the 

company’s strategic goals and how 

they need to contribute.

linguistic style A person’s typical 

speaking pattern.

listening Actively decoding and 

interpreting verbal messages.

low-context cultures Primary 

meaning derived from written and 

spoken words.

maintenance roles Relationship-

building group behavior.

management Process of working 

with and through others to achieve 

organizational objectives, efficiently 

and ethically, amid constant change.

management by objectives 

Management system incorporating 

participation into decision making, 

goal setting, and feedback.

management by walking around 

Managers walk around and informally 

talk to people from all areas and levels.

managing diversity Creating 

organizational changes that enable 

all people to perform up to their 

maximum potential.

market culture A culture that has 

a strong external focus and values 

stability and control.

mechanistic organizations Rigid, 

command-and-control bureaucracies.

media richness Capacity of a 

given communication medium to 

convey information and promote 

understanding.

mentoring Process of forming 

and maintaining developmental 

relationships between a mentor and a 

junior person.

met expectations The extent to 

which one receives what he or she 

expects from a job.

meta-analysis Pools the results 

of many studies through statistical 

procedure.

micro aggressions Biased thoughts, 

attitudes, and feelings that exist at an 

unconscious level.

mission statement Summarizes 

“why” an organization exists.

monochronic time Preference for 

doing one thing at a time because time 

is limited, precisely segmented, and 

schedule driven.

morally attentive Faithfully 

considering the ethical implications of 

one’s actions.

motivation Psychological processes 

that arouse and direct goal-directed 

behavior.

motivators Job characteristics 

associated with job satisfaction.

mutuality of interest Balancing 

individual and organizational interests 

through win–win cooperation.

need for achievement Desire to 

accomplish something difficult.

need for affiliation Desire to 

spend time in social relationships and 

activities.

need for power Desire to influence, 

coach, teach, or encourage others to 

achieve.

need hierarchy theory Five basic 

needs—physiological, safety, love, 

esteem, and self-actualization—

influence behavior.

needs Physiological or psychological 

deficiencies that arouse behavior.

negative inequity Comparison in 

which another person receives greater 

outcomes for similar inputs.

negative reinforcement Making 

behavior occur more often by 

contingently withdrawing something 

negative.

negotiation Give-and-take process 

between conflicting interdependent 

parties.

noise Interference with the 

transmission and understanding of a 

message.

nominal group technique Process 

to generate ideas and evaluate 

solutions.
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nonrational models Explain how 

decisions actually are made.

nonverbal communication 

Messages sent outside of the written 

or spoken word.

norm Shared attitudes, opinions, 

feelings, or actions that guide social 

behavior.

onboarding Programs aimed at 

helping employees integrate, assimilate, 

and transition to new jobs.

open system Organism that 

must constantly interact with its 

environment to survive.

operant behavior Skinner’s term 

for learned, consequence-shaped 

behavior.

optimizing Choosing the best 

possible solution.

organic organizations Fluid and 

flexible networks of multitalented 

people.

organization System of consciously 

coordinated activities of two or more 

people.

organization chart Boxes-and-lines 

illustration showing chain of formal 

authority and division of labor.

organization development A 

set of techniques or tools used to 

implement organizational change.

organizational behavior 

Interdisciplinary field dedicated to 

better understanding and managing 

people at work.

organizational citizenship 

behaviors (OCBs) Employee 

behaviors that exceed work-role 

requirements.

organizational commitment 

Extent to which an individual identifies 

with an organization and its goals.

organizational culture Shared 

values and beliefs that underlie a 

company’s identity.

organizational decline Decrease in 

organization’s resource base (money, 

customers, talent, innovations).

organizational identification 

Organizational values or beliefs 

become part of one’s self-identity.

organizational moles Those who 

use the grapevine to enhance their 

power and status.

organizational narcissism 

Organizational tendency to deny facts, 

use self-aggrandizement, and feel 

entitled.

organizational politics Intentional 

enhancement of self-interest.

organizational socialization 

Process by which employees learn 

an organization’s values, norms, and 

required behaviors.

ostracism Rejection by other group 

members.

out-group exchange A partnership 

characterized by a lack of mutual 

trust, respect, and liking.

participative management 

Involving employees in various forms 

of decision making.

pay for performance Monetary 

incentives tied to one’s results or 

accomplishments.

perception Process of interpreting 

one’s environment.

perceptual model of 

communication Process in which 

receivers create their own meaning.

performance management 

Continuous cycle of improving 

job performance with goal setting, 

feedback and coaching, and rewards 

and positive reinforcement.

performance outcome 

goal Targets a specific end-result.

  personal barriers Any 

individual attribute that hinders 

communication.

personal initiative Going beyond 

formal job requirements and being an 

active self-starter.

personality Stable physical and 

mental characteristics responsible for a 

person’s identity.

personality conflict Interpersonal 

opposition driven by personal dislike 

or disagreement.  

personalized power Directed at 

helping oneself.

polychronic time Preference 

for doing more than one thing 

at a time because time is flexible, 

multidimensional, and based on 

relationships and situations.

position power Degree to which 

leader has formal power.

positive inequity Comparison in 

which another person receives lesser 

outcomes for similar inputs.

positive reinforcement Making 

behavior occur more often by 

contingently presenting something 

positive.

primary appraisal Determining 

whether a stressor is irrelevant, 

positive, or stressful.

proactive personality Action-

oriented person who shows initiative 

and perseveres to change things.

problem Gap between an actual 

and a desired situation.

procedural justice The perceived 

fairness of the process and procedures 

used to make allocation decisions.

process theories of motivation 

Identify the process by which internal 

factors and cognitions influence 

motivation.

programmed conflict Encourages 

different opinions without 

protecting management’s personal 

feelings.

propensity to trust A personality 

trait involving one’s general 

willingness to trust others.

proxemics Hall’s term for the 

study of cultural expectations about 

interpersonal space.

psychological capital Striving 

for success by developing one’s 

self-efficacy, optimism, hope, and 

resiliency.

psychological contract An 

individual’s perception about the 

terms and conditions of a reciprocal 

exchange with another party.

punishment Making behavior 

occur less often by contingently 

presenting something negative or 

withdrawing something positive.
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rational model Logical four-step 

approach to decision making.

realistic job preview Presents 

both positive and negative aspects of 

a job.

referent power Obtaining 

compliance through charisma or 

personal attraction.

repetitive motion disorders 

(RMDs) Muscular disorders caused 

by repeating motions. 

 resilience to change Composite 

personal characteristic reflecting high 

self-esteem, optimism, and an internal 

locus of control.

 resiliency The ability to handle 

pressure and quickly bounce back 

from personal and career setbacks.

resistance to change Emotional/ 

behavioral response to real or 

imagined work changes.

respondent behavior Skinner’s 

term for unlearned stimulus–response 

reflexes.

reward power Obtaining 

compliance with promised or actual 

rewards.

role ambiguity Others’ expectations 

are unknown.

role conflict Others have conflicting 

or inconsistent expectations.

role overload Others’ expectations 

exceed one’s ability.

roles Expected behaviors for a given 

position.

sample survey Questionnaire 

responses from a sample of people.

satisficing Choosing a solution 

that meets a minimum standard of 

acceptance.

scenario technique Speculative 

forecasting method.

schema Mental picture of an event 

or object.

scientific management Using 

research and experimentation to find 

the most efficient way to perform a 

job.

script A mental picture of an event.

secondary appraisal Assessing 

what might and can be done to reduce 

stress.

seeds of innovation Starting point 

of organizational innovation.

self-concept Person’s self-

perception as a physical, social, 

spiritual being.

self-efficacy Belief  in one’s ability to 

do a task.

self-esteem One’s overall self-

evaluation.

self-fulfilling prophecy Someone’s 

high expectations for another person 

result in high performance.

self-managed teams Groups of 

employees granted administrative 

oversight for their work.

  self-serving bias Taking more 

personal responsibility for success 

than failure.

semantics The study of words.

servant-leadership Focuses on 

increased service to others rather than 

to oneself.

sex-role stereotype Beliefs about 

appropriate roles for men and women.

shaping Reinforcing closer and 

closer approximations to a target 

behavior.

shared leadership Simultaneous, 

ongoing, mutual influence process in 

which people share responsibility for 

leading.

situational theories Propose 

that leader styles should match the 

situation at hand.

skill Specific capacity to manipulate 

objects.

social capital The productive 

potential of strong, trusting, and 

cooperative relationships.

social categorization theory 

Similarity leads to liking and 

attraction.

social loafing Decrease in individual 

effort as group size increases.

social networking site (SNS) A 

Web-enabled community of people 

who share all types of information.

social power Ability to get things 

done with human, informational, and 

material resources.

social support Amount of 

helpfulness derived from social 

relationships.

socialized power Directed at 

helping others.

socio-emotional cohesiveness 

Sense of togetherness based on 

emotional satisfaction.

span of control The number of 

people reporting directly to a given 

manager.

staff personnel Provide research, 

advice, and recommendations to line 

managers.

stakeholder audit Systematic 

identification of all parties likely to be 

affected by the organization.

stereotype Beliefs about the 

characteristics of a group. 

stereotype threat The predicament 

in which members of a social group 

must deal with the possibility of 

being judged or treated stereotypically, 

or of doing something that would 

confirm the stereotype.

strategic constituency Any 

group of people with a stake in 

the organization’s operation or 

success.

strategic plan A long-term plan 

outlining actions needed to achieve 

desired results. 

stress Behavioral, physical, or 

psychological response to stressors.

stressors Environmental factors 

that produce stress.

sustainability Meeting humanity’s 

needs without harming future 

generations.

symptom management strategy 

Coping strategy that focuses on 

reducing the symptoms of stress.

tacit knowledge Information 

gained through experience that is 

difficult to express and formalize.

target elements of change 

Components of an organization that 

may be changed.
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task roles Task-oriented group 

behavior.

task structure Amount of structure 

contained within work tasks.

team Small group with 

complementary skills who hold 

themselves mutually accountable 

for common purpose, goals, and 

approach.

team building Experiential learning 

aimed at better internal functioning of 

groups.

team viability Team members 

satisfied and willing to contribute.

telecommuting/teleworking 

Doing work generally performed 

in the office at home or in other 

convenient locations using advanced 

communication technologies.

  Theory Y McGregor’s modern and 

positive assumptions about employees 

being responsible and creative.

360-degree feedback Comparison 

of anonymous feedback from one’s 

superior, subordinates, and peers with 

self-perceptions.

total quality management An 

organizational culture dedicated to 

training, continuous improvement, 

and customer satisfaction.

transactional leadership Focuses 

on clarifying employees’ roles and 

providing rewards contingent on 

performance.

transformational leadership 

Transforms employees to pursue 

organizational goals over self-

interests.

trust Reciprocal faith in others’ 

intentions and behavior.

Type A behavior pattern 

Aggressively involved in a chronic, 

determined struggle to accomplish 

more in less time.

unity of command principle Each 

employee should report to a single 

manager.

valence The value of a reward or 

outcome.

value attainment The extent to 

which a job allows fulfillment of one’s 

work values.

value system The organization of 

one’s beliefs about preferred ways of 

behaving and desired end-states.

value congruence or person–

culture fit The similarity between 

personal values and organizational 

values.

values Enduring belief  in a mode of 

conduct or end-state.

virtual team Information 

technology allows group members in 

different locations to conduct business.

vision Long-term goal describing 

“what” an organization wants to 

become.

whistle-blowing Reporting 

unethical/illegal acts to outside third 

parties.

withdrawal cognitions Overall 

thoughts and feelings about quitting 

a job.

workforce demographics 

Statistical profiles of adult workers. 
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Analytical style of decision making, 348

Anchoring bias, 343

Anticipatory socialization, 80–81

Arbitration, 390

Artifacts, 65–66

Asch effect, 296–297

Asian Americans, 43, 44

Assertiveness, 103, 104, 375, 408, 409

Assumptions, 68

Attention, 186

Attitudes

affecting behavior via intentions, 162–165

collision between reality and, 161–162

explanation of, 160–161

stability of, 162

work, 165–170

Attribution theory

attributional tendencies and, 204–205
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Communication channels

formal, 417–418

informal, 418–420

Communication competence, 408

Communication media

choices of, 420–421

contingency model for selecting, 422–423

digital, 423–426

media richness and, 421–423

problem/situation complexity and, 421

research on, 423

Compensation, 38

Competence

leading for, 258–259

trust-building through, 319

Competing values framework (CVF)

adhocracy culture and, 72–73

clan culture and, 71–72

explanation of, 68, 69

hierarchy culture and, 73

market culture and, 73

Competition, cooperation vs., 315

Competitive advantage, in people-centered organizations, 4

Compromising, as conflict-handling style, 388

Computer-aided decision making, 359–361

Conceptual style of decision making, 348–349

Conciliation, 389–390

Confirmation bias, 343

Conflict

antecedents of, 376

avoidance of, 375

cross-cultural, 381–383

dysfunctional, 375, 383, 386–388

explanation of, 373

factors contributing to, 372–373

functional, 375, 383–386

intergroup, 380–381

metaphors for, 373–374

outcomes of, 377

personality, 377–380

programmed, 384

relationship between intensity and outcome 

of, 374–375

research on, 390–391

work/family, 157–160

Conflict management

alternative dispute resolution for, 389–390

conflict triangles for, 388–389

contingency approach to, 395

for dysfunctional conflict, 386–388

historical background of, 374–375

negotiation and, 391–395

by stimulating functional conflict, 383–386

in virtual teams, 323

Conflict triangles, 388–389

Conscientiousness, 133, 134

Consensus, 203, 357

Consideration, 475

Consistency, 204

Consultation, 438

Contact hypothesis, 381

in organizational culture, 77–79

organizational development to create, 545–548

resistance to, 55, 548–554

stages of, 540–541

systems model of, 541–544

target elements of, 543

types of, 539–540

Change and acquisition phase, 82

Chat rooms, 323

The Cheating Culture (Callahan), 22

China, 115

Clan culture

effects of, 76

explanation of, 71–72

Closed systems, 505

Coalitions, 453–454

Coalition tactics, 438

Cognition

explanation of, 125

implicit, 190

social, 185

withdrawal, 175–176

Cognitive categories, 186, 187

Cognitive component of attitude, 161

Cognitive dissonance, 162

Cohesiveness

effects of, 320–321, 380

explanation of, 319

instrumental, 319, 321

research on group, 320

socio-emotional, 319, 321

Collective bargaining, 8

Collectivist cultures, 105

Commitment

to goals, 230, 249

hardiness and, 559–560

as influence outcome, 439

organizational, 166–170

Communication

active listening and, 412–413

to build trust, 319

digital, 423–430

downward, 417, 514

explanation of, 402

external, 418

gender differences in, 410–411, 414–416

horizontal, 418

interpersonal, 408–409

nonverbal, 406, 409–413

organizational, 416–423

participative, 515

perception and, 191

perceptual process model of, 402–404

styles of, 408, 409

vertical, 417–418

Communication barriers

explanation of, 404–405

noise as, 404

personal, 405–406

physical, 406

semantic, 406–407
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collectivist, 105

ethical, 77–78

explanation of, 96

GLOBE project and, 100, 102–106, 110, 111

hierarchy, 73, 76, 78

high-context, 100–101

individualistic, 105

interpersonal space and, 107–108

low-context, 101

market, 73, 76

model of societal and organizational, 97–98

national, 22

self-esteem across, 126–127

time perceptions and, 106–107

Culture shock, 116

D

Darwinian perspective, 414

Day of contemplation, 379

Deadlines, 283

Decentralized decision making, 513–514

Decision making

bias in, 342–345

centralized, 513, 514

computer-aided, 359–360

creativity in, 361–365

decentralized, 513–514

ethical issues related to, 352–354

explanation of, 336

group, 354–361

knowledge management to improve, 345–346

nonrational models of, 340–342

rational model of, 337–342

role in intuition in, 349–351

Decision-making styles

analytical, 348

behavioral, 349

conceptual, 348–349

directive, 346–348

explanation of, 346

research on, 349

Decision tree, 352–354

Decoding, 403

Delegation

barriers to, 448

empowerment through, 258, 448

explanation of, 448

of family responsibilities, 48

research on and implications of, 448–449

Deliberate practice, 147

Delphi technique, 359

Demographic faultline, 53

Demographics

by race, 42, 44

workforce, 41

Developmental networks, 85–86

Developmental relationship strength, 85–86

Devil’s advocacy, 384–385

Dialectic method, 385–386

Digital communication. See also Communication; Internet

impact of, 423–424

Content theories of motivation

Alderfer’s ERG theory, 214–215

explanation of, 212, 213

Herzberg’s Motivator-Hygiene theory, 216–218

Maslow’s need hierarchy theory, 213–214

McClelland’s need theory, 215–216

Contingency approach

to conflict management, 395

explanation of, 18

to leadership, 468, 477–480

for media selection, 422–423

to organizational design, 511–512

Contingent consequences, 264–265

Continuance commitment, 167–169

Continuous reinforcement (CRF), 265, 266

Contrast effects, 193

Control strategy, 557–558

Cooperation

competition vs., 315

research on, 315–316

in teams, 315

Core job dimensions, 233

Corporate social responsibility (CSR), 20–22

Corrupt employees, 473

Counterproductive work behaviors (CWBs)

causes and prevention of, 178

explanation of, 177

perception and, 191–192

types of, 177–178

The Coward’s Guide to Conflict (Ursiny), 375

Creativity

characteristics associated with, 362

diversity and, 52

explanation of, 361

in groups, 361

individual characteristics of, 361–363

innovation vs., 523

recommendations for increasing, 364–365

stages in, 363–364

Credibility, 319

Cross-cultural competencies, 115, 116

Cross-cultural conflict

consultants to deal with, 382–383

explanation of, 381–382

methods to avoid, 383

Cross-cultural management, 109

Cross-cultural training, 114–116

Cross-functionalism, 325–326

Cross-functional teams, 516

The Cult of Personality (Paul), 136

Cultural diversity

conflict and, 381–383

impression management and, 459–460

nonverbal communication and, 410, 411

role ambiguity and, 285–286

task and maintenance roles and, 289–290

Cultural intelligence, 98, 99–100

Cultural paradoxes, 100

Culture. See also Diversity; Organizational culture

adhocracy, 72–73

avoiding collisions in, 102

clan, 71–72, 75
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Egos, 406

Electronic monitoring, 530

E-mail

guidelines for, 429

monitoring, 530

problems related to, 428–429

Emotional contagion, 145

Emotional intelligence

cultural intelligence and, 100

development of, 143–144

leadership and, 472–473

Emotional labor, 145

Emotional stability, 133

Emotions

explanation of, 142

positive and negative, 142–143

research on, 145

in workplace, 141–142

Employee assistance programs (EAPs), 563

Employee benefits, 38

Employee engagement, 170

Employees

dissatisfaction among, 438

on foreign assignments, 111–117

friendship between managers and, 278

legislation protecting, 38–39

performance expectations for, 79

recruiting and hiring, 40, 190–191

screening potential, 25

self-esteem and, 126

self-expectations of, 202

Employee training

achievement, 216

attributional, 206

cross-cultural, 114–116

ethics, 25

interpersonal skills, 313

leadership development, 465–466

organizational culture and, 77

sexual harassment, 295

workplace etiquette, 379

Employee turnover

age and, 196

attempts to reduce, 50

cost of, 4, 176

job satisfaction and, 176

organizational commitment and, 167–168

Empowerment. See also Power

delegation and, 258, 448

explanation of, 445–446

importance of, 76

model of, 450, 451

participative management and, 446–448

research on, 450

of self-managed teams, 326

Enacted values, 67, 68

Encoding

explanation of, 186, 403

outcomes of, 187–188

Encounter phase of socialization, 81

Entitleds, 221

Environmental sensitivity, 564

Internet and, 425–427

security and privacy issues related to, 424–425

telecommuting and teleworking and, 427–428

unintended consequences of, 428–430

Directive style of decision making, 346–348

Disabilities. See People with disabilities

Discrepancies, 171

Discrimination. See also Stereotypes

explanation of, 37

racial, 42– 44

religious, 35–36

reverse, 55

Discrimination lawsuits, 379–380

Disposition, 172–173

Distinctiveness, 203

Distributive justice, 221, 222

Diversity

action options to address, 56–57

aging workforce and, 46, 47, 50

of developmental relationships, 85

educational attainment and occupational requirements and, 

44–45, 49–50

effects of, 51–58

explanation of, 35

glass ceiling and, 41–42, 43

layers of, 35–36

process model of, 53

socialization and, 84

in workforce, 41–44

Diversity climate, 54

Diversity management

affirmative action and, 36–39

age-related, 50–51

barriers and challenges to, 54–55

education-based, 49–50

explanation of, 37

gender-based, 48

implications of, 47–48

information/decision-making theory and, 52

overview of, 34–35

race-based, 48–49

rationale for, 39–41

social categorization theory and, 51–52

Divisional structure, of organizations, 508, 515

Division of labor, 503

Dominating, as conflict-handling style, 387–388

Dominating power, 445

Downsizing, 567

Downward communication, 417, 514

Dysfunctional conflict

alternative styles for handling, 386–388

building cross-cultural relationships to avoid, 383

explanation of, 375

E

E-business, 11–12

Educational attainment

of females, 42

occupational requirements and, 44–45, 49–50

Effectiveness. See Group effectiveness; Organizational 

effectiveness
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Evolutionary psychology, 414

Exchange, 438

Execution, 527–528

Expatriates, 112. See also Foreign assignments

Expectancy, 224

Expectancy theory

application of, 225–226

explanation of, 223–224

instrumentality and, 224–225

managerial implications for, 226–227

research on, 226

valence and, 225

Expectations, met, 171

Expert power, 442

Explicit knowledge, 345, 346

External communication, 418

External factors of behavior, 203

External forces for change, 535–537

External locus of control, 135

Extinction, 265

Extraversion, 133, 134, 473

Extrinsic rewards

explanation of, 256

failure of, 259

methods for maximizing impact of, 261–262

pay for performance and, 259–262

Eye contact, 411

F

Facebook, 87

Facial expressions, 411

Facilitation, 389

Family/work issues. See Work/family issues

Feedback

explanation of, 234, 250–251, 404

functions of, 230, 251

in group development process, 282–283

as part of performance management program, 249–250

research on, 253–254

360-degree, 254–255

Feedback recipients

characteristics of, 251–252

cognitive evaluation in, 252–253

perceptions of, 252

Females. See also Gender

affirmative action and, 37

attributions and promotions of, 206

balancing families and careers, 55

communication styles and, 410–411, 414–416

on foreign assignments, 113

glass ceiling for, 41–42

managing career success for, 48

mentors for, 48, 459

in mixed-gender groups, 292–295

organizational networks and, 55

organizational politics and, 459

power issues and, 443–444

stereotypes and, 194–195, 197

work/family issues for, 159

Field studies, 26

Fight-or-flight response, 554

Equal employment opportunity (EEO)

explanation of, 37

legislation related to, 38–39

Equal Employment Opportunity Commission (EEOC), 37, 43, 54

Equity

job satisfaction and, 172

perception of, 222

thresholds of, 221

Equity ratios, 221

Equity sensitivity, 221

Equity theory

explanation of, 218–219

individual-organization exchange relationship and, 219

negative and positive inequity and, 219–220

organizational justice and, 221–222

perceived inequity and, 221

practical lessons from, 222–223

ERG theory, 214–215

Escalation of commitment bias, 344–345

Espoused values, 66

Ethical behavior

accountability standards and, 19

cultural variations in, 22

individual motivations and perceptions and, 26

methods to improve, 25–26

model of global corporate social responsibility and, 20–22

socialization tactics to reinforce, 83

social power and, 444–445

in workplace, 22–23

Ethical dilemmas

advertising campaigns, 209

credit scores used to determine patient care, 368–369

downsizing, 567

electronic monitoring, 530

fake illnesses, 181

false information, 499

government bailout funds, 332

international business practices, 120

labor conditions, 60–61

layoffs, 31

lying, 463

performance-enhancing drugs in workplace, 150–151

personality conflict, 398

retrocessions, 241

rewarding and motivating employees, 270

social networking, 303, 433

targeting financially strapped individuals, 90

Ethics

codes of, 25

in decision making, 352–354

explanation of, 19

in negotiation, 393, 394

self-concept and, 132–133

Ethics officers, 25

Ethics training, 25

Ethnic groups. See Minorities; specific groups

Ethnocentrism

effects of, 54

explanation of, 98–99

Eustress, 555

Event memory, 189

Evil employees, 474
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learning, 246

organizational culture and, 79

performance outcome, 246

SMART, 248

specificity of, 229–230

types of, 230

Goal setting

function of, 228–229

line of sight and, 245–246

management by objectives and, 246–247

management of, 247–250

motivation and, 227–228, 237

research on, 229–231

Golem effect, 201

Grapevine, 418–420

Great Depression, 8

Group decay, 282

Group decision making

advantages and disadvantages of, 355–357

explanation of, 354–355

Group decision-making techniques

brainstorming as, 358

computer-aided, 359–361

Delphi, 359

nominal, 358–359

overview of, 357–358

Group development

research on, 281–283

stages of, 278–281, 307

Group Development Model (Tuckman), 279–281

Group effectiveness

Asch effect and, 296–297

groupthink and, 297–299

social loafing and, 299–301

threats to, 295

Groups. See also Teams; Teamwork

cohesiveness of, 281, 319–321

demographic faultline in, 53

diversity in, 52–54

explanation of, 275–276

formal, 276–277

functional roles in, 289–290

influence of, 283–284

informal, 276

mixed-gender, 292–295

size of, 290–292

support, 54

Groupthink

explanation of, 297

prevention of, 298–299

research on, 298

symptoms of, 297, 298

Groupware, 323

Grown Up Digital: How the Net Generation Is Changing the 

World (Tapscott), 12, 425

H

Halo effect, 193

Harassment. See also Sexual harassment

hostile work environment and, 54–55

research on, 293–294

Followers

in leadership process, 494–496

power between leaders and, 467

transformational leadership and, 486–487

Foreign assignments. See also International organizational 

behavior

avoiding culture shock in, 116

avoiding reentry shock following, 117

avoiding unrealistic expectations in, 113–116

females in, 113

overview of, 111–112

reasons for failure in, 112–113

support during, 116–117

Formal communication channels, 417–418

Formal groups

explanation of, 276

functions of, 276–277

Framing bias, 344

France, 115

Fraud, 23

Functional conflict

explanation of, 375

methods to stimulate, 383–386

Functional structure, of organizations, 508, 515

Fundamental attribution bias, 204–205

Future orientation, 103, 104

G

Galatea effect, 199

Garbage can model, 340–341

Gender. See also Females; Males

communication differences and, 415–416

group functioning and, 292–295, 439–440

influence tactics and, 439–440

leadership and, 474

linguistic styles and, 413–415

nonverbal communication and, 410–411

organizational networks and, 55

organizational politics and, 459

power issues and, 443–444

stereotypes and, 194–195

Gender egalitarianism, 103, 104

Genderflex, 416

Genetic factors, 172–173

Gen Xers, 46, 47, 50, 51

Gen Ys, 46, 47, 50, 51

Gestures, 410

Glass ceiling

explanation of, 41

for females, 41–42

for minorities, 42–44

Globalization, 94. See also International organizational behavior

GLOBE Project

country scores on, 103–104

cultural dimensions from, 100, 103, 105, 106

explanation of, 102–103

leadership lessons from, 110, 111

Goals

action plans for, 230

commitment to, 230, 249

explanation of, 228
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Information/decision-making theory, 52

Information-processing model, 185–190

Information retrieval, 190

Information storage, 189

Information technology, 402. See also Internet; Technology

Ingratiating, 438, 439

In-group collectivism, 103, 104

In-group exchange, 490

Initiating structure, 475

Initiative, personal, 449

Innovation

challenges of, 526–527

explanation of, 523

model of, 525–526

myths about, 523–524

nutrients of, 527–528

organizational culture and, 76

seeds of, 526

Inputs, 541, 543

Inspirational appeals, 438

Inspirational motivation, 487

Institutional collectivism, 103, 104

Instrumental cohesiveness, 319, 321

Instrumentality, 224–225

Insular employees, 473–474

Integration

as conflict-handling style, 386–387

innovation vs., 523

Intellectual stimulation, 487

Intelligence

cultural, 100

emotional, 100, 143–144, 472–473

explanation of, 139

multiple, 140–141

personality and, 473

work behavior and, 178

Intemperance, 473

Intention

attitude and, 162–163

behavior research and, 164–165

determinants of, 163

Interactional justice, 222

Intergroup conflict

explanation of, 380

in-group thinking and, 380–381

research on, 381

Intermittent reinforcement, 265–266

Internal factors of behavior, 203

Internal locus of control, 135, 559

Internal processes, 519

International consultants, 382–383

International organizational behavior. See also Foreign 

assignments; Organizational behavior (OB)

country profiles and, 103–104

cultural intelligence and, 98–100

culture and, 95–98

high-context and low-context cultures and, 100–102

individualism vs. collectivism and, 105–106

interpersonal space and, 107–108

management theories and, 109–110

overview of, 94–95

Project GLOBE and, 102–106, 110, 111

Hardiness, 559–560

Hawthorne study, 8

Health insurance, 443

Heath, legislation related to, 38

Heuristics, 342–343

Hierarchy culture

effects of, 76, 78

explanation of, 73

High-context cultures, 100–101

Hindsight bias, 344

Hispanics. See also Minorities

population growth for, 43, 44

stereotypes of, 196–197

Holistic wellness approach, 563–564

Hollow organization, 510

Honesty, 472

Hope, 147

Horizontal communication, 418

Horizontal loading, 232

Horizontal organizations, 509–510, 516

Host-country sponsors, 116–117

Hostile work environment, 54–55

Human capital

efforts to build, 14, 15

explanation of, 14

importance of building, 13

Humane orientation, 103, 104

The Human Problems of an Industrial Civilization (Mayo), 8

Human relations movement, 8–10

The Human Side of Enterprise (McGregor), 8

Humility, 148

Hygiene factors, 216

I

Idealized influence, 487

Implicit cognition, 190

Implicit leadership theory (ILT), 472

Impression management

to avoid poor impressions, 457–459

explanation of, 455–456

for favorable impressions, 456–457

research on, 459–460

Incivility, workplace, 378–380

Incompetence, 473

Individualism-collectivism, 109, 110

Individualistic cultures, 105

Individualized consideration, 487

Individual-organization value conflict, 157

Inequity. See also Equity; Equity theory

dynamics of perceived, 221

effects of, 219, 220

negative and positive, 219–220

reduction in, 221

Influence, 437, 440

Influence tactics

gender and, 439–440

list of generic, 437–438

outcomes of, 438–439

research on, 439–440

Informal communication channels, 418–420

Informal groups, 276
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job involvement and, 169–170, 174

job performance and, 176–177

motivator-hygiene theory and, 216–217

work/family conflict and, 160

Judgmental heuristics, 342

Justice

climate for, 223

distributive, 221, 222

interactional, 222

perceptions of, 222–223

procedural, 221, 222

K

Knowledge

explicit, 345, 346

sharing of, 345

tacit, 345–346

Knowledge management (KM), 14, 345

Knowledge management software, 346

Knowledge workers, 13

L

Labor, division of, 503

Laboratory simulation approach to group size, 291

Laboratory studies, 27

Labor relations legislation, 38

Labor unions, 8

Latinos. See Hispanics

Law of effect, 263

Layoffs, 4, 31

Leader-member exchange (LMX) model of leadership, 

489–490

Leader-member relations, 478

Leadership

approaches to, 467–469

contingency approach to, 468

cross-cultural views of, 110, 111

in electronic brainstorming groups, 323

emerging approaches to, 468

explanation of, 466–467

followers and, 494–496

full-range model of, 484–486

gender and, 474

group development and, 283

intrinsic motivation and, 257–259

leader-member exchange model of, 489–491

management vs., 469–470

Ohio State studies of, 468, 475–476

perceptions and, 191

research on, 467, 487–489

servant-, 492–494

shared, 491–492

situational control and, 477, 478–479

styles of, 477–478

on teams, 329, 330

transactional, 484–485

transformational, 468, 485–489

21st-century, 17, 18

Leadership development programs, 465–466

Leadership prototype, 472

religion and, 108–109

time perceptions and, 106–107

Internet. See also Digital communication; Virtual teams

impact of, 423–424

implications for organizational behavior related to, 11–12

monitoring use of, 530

privacy and security issues related to, 424–425

social networking tools on, 87

telecommuting/teleworking and, 427–428

virtual organization and, 511

Web page design and, 192

workplace change related to, 425–427

Interpersonal intelligence, 140

Interpersonal value conflict, 156

Intrapersonal intelligence, 140

Intrapersonal value conflict, 156

Intrinsic motivation

building blocks for, 257–259

explanation of, 232–233

job characteristics model and, 234

Intrinsic rewards

building blocks for, 257–259

explanation of, 256

Intuition

in decision making, 349–351

explanation of, 349

model of, 350

Invention, 523

J

Japanese Americans, 459–460

Jargon, 407

Job characteristics model

application of, 234–235

explanation of, 232–234

Job Descriptive Index (JDI), 171

Job design

biological approach to, 235–236

explanation of, 231

mechanistic approach to, 231

motivational approach to, 232–235

perceptual-motor approach to, 236

Job enlargement, 232

Job enrichment, 232

Job involvement

explanation of, 169

job satisfaction and, 169–170, 174

Job performance. See also Performance management

age and, 195

attribution theory and, 202

job involvement and, 170

job satisfaction and, 176–177

support system for, 244–245

Job promotion, 198

Job redesign, 50

Job rotation, 232

Job satisfaction

assessment of, 172

causes of, 171–173

correlates and consequences of, 173–177

explanation of, 170–171
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Management by objectives (MBO)

explanation of, 228, 246

use of, 247

Management by walking around (MBWA), 420

Management consultants, 382–383

Managers

attributional process and, 205–206

characteristics of, 469

evolving role of, 15

friendship between employees and, 278

group development and, 289–290

group size and, 291–292

leader-member exchange leadership and, 489–491

line, 504–505

as nurturers of self-efficacy, 130

reasons for failure of, 274

self-managed teams and, 325

sexual harassment issues and, 294–295

skills profile for, 16–17

stereotype-reducing strategies for, 198–199

transformational leadership and, 488–489

twenty-first century, 17, 18

with virtual teams, 324

working with teams, 313, 314

Market culture, 73, 76

Masculinity-femininity, 109, 110

Mathematical modeling approach to group size, 291

Matrix structure, of organizations, 508–509, 515–516

Mechanistic organizations, 512

Media. See also Communication media

communication, 403, 420–421

contingency model for selecting, 422–423

Media richness, 421–423

Mediation, 390

Memory, 189, 190

Men. See Males

Mentoring

developmental networks underlying, 85–86

explanation of, 84–85

functions of, 85

for minority employees, 48–49, 459

personal and organizational implications of, 86–87

for women, 48, 459

Meta-analysis, 26

Met expectations, 171

Micro aggressions, 196

Millennials, 46, 47, 51

Minorities. See also African Americans; Females; Hispanics; 

specific groups

affirmative action and, 37

glass ceiling for, 42–44

managing career success for, 48–49

mentors for, 48–49, 459

organizational networks and, 55

organizational politics and, 459

population growth among, 43, 44

stereotypes of, 35, 196–197

teamwork and, 316

Minority dissent, 354

Mission statements, 541

Modular organization, 510–511

Leadership theories

behavioral styles, 468, 475–477

path-goal, 480–483

situational, 477–480, 483–484

trait, 468, 471–475

Leader trait, 471

Learning goals, 246

Learning organizations, 506–507

Legends, 78

Legislation, equal employment opportunity, 38–39

Legitimate power, 442

Legitimating tactics, 438

Leniency, 193

Liaison individuals, 419

Line managers, 504–505

Line of sight, 245–246

Linguistic intelligence, 140

Linguistic styles, 414–415

LinkedIn.com, 87

Listening

active, 412–413

communication effectiveness and, 406
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