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xix

Welcome to the 13th edition of Organizational Behavior! No matter what your 
field of study, organizational behavior is one of the most important classes you 
will take when it comes to launching and advancing your career. Organizational 
behavior (OB) explains how organizations work, why people behave the way they 
do, and how you can be more effective when working alone or with others. Other 
classes will help you to develop the technical skills required for success in your 
chosen career. We wrote this book to help you to acquire the “soft skills” that 
make the difference between being an average and an excellent performer in any 
job. In other words, this book won’t teach you accounting, nursing, programming, 
or other technical skills, but it will help you to have a more successful career as 
an accountant, nurse, programmer, or whatever profession you choose.

Why Learn About OB?
If you want to find and excel at a job you love, understanding how your unique char-
acteristics fit with different organizations and jobs and understanding how to man-
age yourself and others will help you do it. If you are interested in getting promoted, 
then understanding communication, politics, influence, and decision making, and 
learning how to motivate and lead individuals and teams will be critical to your ad-
vancement. Understanding what people think and feel, knowing how to persuade 
and motivate them, and being able to resolve conflicts and forge cooperation are 
among the most important skills of successful leaders. Even in today’s increasingly 
“flat” organizations, which give employees more responsibilities as management lay-
ers are removed, OB skills are essential to success. Effective managers distinguish 
themselves by understanding people, motivation, and team dynamics, in addition to 
having strong technical knowledge and expertise.

We also feel strongly that organizational behavior should be one of the most in-
teresting classes you will take. People are fascinating! Understanding what makes 
different people productive and happy will help you to manage your career in a 
fulfilling way. Better understanding yourself and your strengths will enable you 
to identify the opportunities you will be happiest pursuing and most successful 
in. Learning about yourself as well as others is both important and enjoyable. We 
provide a variety of self-assessments, skill-building activities, online resources, and 
company examples to make the material engaging and interesting to read.

Another great thing about learning organizational behavior is the fact that 
it also applies to your daily life. Moods and emotions, goals, communication, di-
versity, negotiation, and decision making are just some of the many OB topics 
that are relevant to both your personal and professional experiences every day. 
Mastering the topics in this book will make you more effective in the non-work 
areas of your life as well.

Our Goals
The focus of this textbook is on developing your personal and managerial skills by:

• Helping you understand yourself, understand organizations, and understand 
the role of OB in your personal career success

PREFACE
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xx PREFACE

• Cultivating an understanding of and ability to apply knowledge about indi-
vidual and group behavior in organizations as well as appreciating how the 
entire organizational system operates

• Enhancing your understanding of how to flexibly apply the OB concepts that 
are appropriate for different problems or situations

• Creating an understanding of the modern OB context, including ethics, diver-
sity, competitive advantage, technology, and the global context

The field of organizational behavior is constantly changing as old theories are 
modified (or even disproven) and new ones are proposed. This book is grounded 
in state-of-the-art research knowledge and will help you to understand how to 
best utilize what we know about OB. Our intent is to give you the information 
you need to understand what is going on in organizations today. We wrote this 
book to help you find and excel at a job you like, no matter what career stage 
you’re in. We want to help you get a better job, have a better career, and to be a 
better manager. The concepts discussed and the skills developed throughout this 
book apply to people at all job levels. 

Thirteenth Edition Updates
In this edition, we updated many of the chapter opening real-world challenges 
and case studies to keep the examples current. We also updated the supporting 
research and references in all chapters, and updated research findings where ap-
propriate. Statistics and examples in the text were also updated as well as most 
of the case studies and other in-text material. 

Features
This textbook contains numerous features designed to reinforce the themes of 
the book and further develop your OB skills.

Real-World Challenge To help you recognize OB-relevant issues in organi-
zations, each chapter begins with a Real-World Challenge that describes a real 
challenge or problem faced by a person or organization that relates to that chap-
ter’s content. The chapter then concludes with a description of how the company 
or individual addressed the challenge.

Global Issues A Global Issues feature in each chapter highlights the global 
implications of some of the chapter’s content.

Case Study A Case Study in each chapter reinforces some of each chapter’s 
material and gives you the opportunity to apply what you learn in the chapter to 
a real organizational situation.

Understand Yourself To help you better understand your own characteristics, 
an Understand Yourself feature in each chapter gives you the chance to assess 
yourself on a variety of topics relevant to OB. This feature will help you better 
understand what motivates you, how you view money, your leadership style, your 
emotional intelligence, and your diversity awareness, among other things.
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Improve Your Skills Each chapter also contains an Improve Your Skills box 
to help you become more effective in different areas including dealing with chal-
lenging managerial behaviors, interviewing, managing stress, negotiating, and 
assessing an organization’s culture and political environment.

Group Exercises Each chapter also includes a group-based experiential exer-
cise. This exercise will help both further your understanding of basic concepts of 
organizational behavior while simultaneously helping you improve your skills in 
working with others.

Student Support Materials
The first-of-its-kind digital subscription designed especially 
to lower costs. Students get total access to everything Cen-

gage has to offer on demand—in one place. That’s 20,000 eBooks, 2,300 digital 
learning products, and dozens of study tools across 70 disciplines and over 675 
courses. Currently available in select markets. Details at www.cengage.com/
unlimited

MindTap® for Griffin/Phillips/Gully Organizational Behavior, 13th edition, is 
the digital learning solution that helps instructors engage and transform today’s 
students into critical thinkers. Through paths of dynamic assignments and ap-
plications that you can personalize, real-time course analytics, and an accessi-
ble reader, MindTap helps you turn cookie-cutter into cutting-edge, apathy into 
engagement, and memorizers into higher-level thinkers. Students can find the 
following:

• Online Self-Assessments engage students by helping them make personal 
connections to the content presented in the chapter. Students get feedback 
that compares them with their classmates and provides insight into how 
they would function in the real world.

• Chapter Quizzes assess students’ basic comprehension of the reading 
 material to help them gauge their level of engagement and understanding of 
the content.

• Assignments for each chapter elevate thinking, challenging students to 
think critically and begin to think like managers.

• Videos are found within the ebook and in the “Videos” folder in MindTap.
• Concept Clip Videos present short enrichment clips of information on 

topics students typically struggle with.
• On the Job videos engage students by presenting everyday businesses 

facing managerial challenges, placing concepts in real-world context.
• “Now What?” videos follow a group of employees at a fictitious toy com-

pany to illustrate chapter concepts in a work organization.
• Experiential Exercises Powered by YouSeeU include role-play and 

group projects that challenge students to work in teams in our one-of-a-kind 
 collaborative environment to solve real-world managerial problems, develop 
skills, and begin to experience firsthand what it’s like to work in management.

• You Make the Decision Branching Activities present students with a 
series of  decisions to be made based upon information they are given about a 
company and are scored according to the quality of their decisions.
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• Practice Tests help students work toward mastery of course content. Mate-
rial presented is customized to students’ specific needs and serves up ques-
tions, feedback, remediation, and instructional content according to how they 
progress.

Instructor Support Materials

• Instructor Companion Website: Instructors can find course support mate-
rials, including Instructor’s Resource Manual, Test Bank files, PowerPoint® 
slides, and Video Case Guide.

• Cengage Testing, powered by Cognero® Instant Access: Cengage Learning 
Testing powered by Cognero® is a flexible, online system that allows you to 
import, edit, and manipulate content from the text’s test bank or elsewhere, 
including your own favorite test questions; create multiple test versions in 
an instant; and deliver tests from your LMS, your classroom, or wherever you 
want.

• MindTap® for Griffin/Phillips/Gully Organizational Behavior, 13th edition. 
As an instructor using MindTap, you have at your fingertips the right con-
tent and unique set of tools curated specifically for your course, all in an 
interface designed to improve workflow and save time when planning lessons 
and course structure. The control to build and personalize your course is all 
yours, letting you focus on the most relevant material while also lowering 
costs for your students. Stay connected and informed in your course through 
real-time student tracking that provides the opportunity to adjust the course 
as needed based on analytics of interactivity in the course.

xxii PREFACE
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Although this book bears three names, many other people have also contributed 
to it. Through the years we have had the good fortune to work with many fine 
professionals who helped us to sharpen our thinking about this complex field 
and to develop new and more effective ways of discussing it. Over the course of 
multiple editions, literally dozens of reviewers have helped us develop and refine 
our materials, and their contributions were essential to the development of this 
edition as well. However, any and all errors of omission, interpretation, and em-
phasis remain the responsibility of the authors.

The 13th edition could never have been completed without the support of 
Texas A&M University and Penn State University. We would also like to acknowl-
edge the outstanding team of professionals at Cengage Learning who helped us 
prepare this book. Julia Chase has been steadfast in her commitment to quality 
and her charge to us to consistently raise quality throughout the book. Bryan 
Gambrel, Michael Giffen, Carol Moore, Courtney Wolstoncroft, Drew Gaither, 
and Nick Perez were also instrumental to our work. Jennifer Ziegler, Anubhav 
Kaushal, Nick Barrows, and Diane Garrity were also key players in the creation 
of this text. We would also like to acknowledge the decades-long contributions 
that Greg Moorhead made to this book. His friendship and professionalism will 
always be remembered. We also acknowledge Stan Gully’s contributions to the 
book, in addition to his enthusiasm and friendship. We would like to thank the 
iTV studio team as well as the entire cast and crew for helping us to create en-
gaging and interesting videos that bring the book concepts to life. We wish to 
highlight the efforts of J. Allen Sudeth, Pete Troost, John Keller, and Hebert Peck 
at Rutgers University for making the videos possible. 

Finally, we would like to acknowledge importance of our families. For Ricky, 
he was reminded many times during the work on this book about the central 
role of family and the fragility of life. He sends special appreciation to Glenda, 
Dustin, Ashley, Matt, and Lura. For Jean, her sons Ryan and Tyler and dog Kat 
provided much love and laughter and helped her to keep things in perspective. 
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For the next generation—Griffin, Sutton, Andrew, and Benton (RWG)
To Stan, who is greatly missed (JP)
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CHAPTER 1 An Overview of Organizational Behavior

CHAPTER 2 The Changing Environment of Organizations

INTRODUCTION TO 
ORGANIZATIONAL BEHAVIOR1

P A R T 

Managers strive to make their organizations as effective and successful as possible. To do this they rely on assets and 
resources such as financial reserves and earnings, technology and equipment, raw materials, information, and oper-
ating systems and processes. But at the center of everything are the people who work for the organization. It is usually 
their talent, effort, skill, and ability that differentiate effective from less effective organizations. It is critical, then, that 
managers understand how the behaviors of their employees impact organizational effectiveness.

In general, managers work to enhance employee performance behaviors, commitment and engagement, and 
citizenship behaviors and to minimize various dysfunctional behaviors. A number of environmental, individual, group 
and team, leadership, and organizational characteristics can make the manager’s work easier or more difficult 
depending on how well they understand organizational behavior. This model will be more fully developed in Chapter 
1 and will serve as a roadmap for your study of organizational behavior throughout this book.

How does the
environment matter?

How does the
environment matter?

What makes managers
and organizations effective?
• Enhancing performance
 behaviors
• Enhancing commitment and
 engagement
• Promoting citizenship
 behaviors
• Minimizing dysfunctional
 behaviors

Why do individuals
do what they do?
• Individual 
 characteristics
• Individual values,
 perceptions, and
 reactions
• Motivating behavior
• Motivating behavior
 with work and
 rewards

Why do groups and
teams do what they
do?
• Groups and teams
• Decision making and
 problem solving
• Communication
• Conflict and
 negotiation

Why does leadership
matter?
• Traditional leadership
 approaches
• Modern leadership
 approaches
• Power, influence, and
 politics

How do 
organizational
characteristics
influence
effectiveness?
• Organization structure
 and design
• Organization culture
• Change management

42502_ch01_ptg01_001-039.indd   1 18/12/18   10:41 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



AN OVERVIEW OF 
ORGANIZATIONAL BEHAVIOR1

C H A P T E R

Real-World Challenge: Managing Growth 
at Google
WHAT IS ORGANIZATIONAL BEHAVIOR?

The Meaning of Organizational 
Behavior
How Organizational Behavior Impacts 
Personal Success

Understand Yourself: Global Mindset
How Organizational Behavior Impacts 
Organizational Success

Case Study: The J.M. Smucker Company
THE MANAGERIAL CONTEXT OF 
ORGANIZATIONAL BEHAVIOR

Basic Management Functions and 
Organizational Behavior
Critical Management Skills and 
Organizational Behavior
Organizational Behavior and Human 
Resource Management

Improve Your Skills: OB-Related Job 
Interview Questions
THE STRATEGIC CONTEXT OF 
ORGANIZATIONAL BEHAVIOR

Sources of Competitive Advantage
Types of Business Strategies

Integrating Business Strategy and 
Organizational Behavior

CONTEXTUAL PERSPECTIVES ON 
ORGANIZATIONAL BEHAVIOR

What Are the Origins of Organizational 
Behavior?
Organizations as Open Systems
Situational Perspectives on 
Organizational Behavior
Interactionalism: People and Situations

MANAGING FOR EFFECTIVENESS
Enhancing Individual and Team 
Performance Behaviors
Enhancing Employee Commitment and 
Engagement
Promoting Organizational Citizenship 
Behaviors
Minimizing Dysfunctional Behaviors
Driving Strategic Execution
How Do We Know What We Know?

Global Issues: Managing across Cultures
THE FRAMEWORK OF THE BOOK
SUMMARY AND APPLICATION
Real-World Response: Managing Growth at 
Google

After studying this chapter, you should be able to:

1 Define organizational behavior and describe how it impacts both personal and 
organizational success.

2 Identify the basic management functions and essential skills that comprise the 
management process and relate them to organizational behavior.

3 Describe the strategic context of organizational behavior and discuss the relationships 
between strategy and organizational behavior.

4 Identify and describe contextual perspectives on organizational behavior.

5 Describe the role of organizational behavior in managing for effectiveness and discuss 
the role of research in organizational behavior.

6 Summarize the framework around which this book is organized.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

MANAGING GROWTH AT GOOGLE

Google got its start in 1998 when college classmates and friends Larry Page and Sergey 

Brin cofounded the firm with the goal of using an online search engine to make the world’s 

information available to everyone.1 Because Google was a startup, the young entrepre-

neurs also understood that attracting, inspiring, and retaining just the right kind of innova-

tive talent would be a key to the firm’s success from the very beginning.

As soon as Google began to grow, Page and Brin knew that they had created some-

thing special. They also knew, though, that the firm’s explosive growth needed to be closely 

monitored and that its employees needed to continue feeling like an important part of the 

team.2 The entrepreneurs, who quickly had to also become managers, wanted to make 

Google an engaging place to work and set out to design the organization and its culture 

in a way that would appeal to its current and future employees. Imagine that Google’s 

founders asked you for advice during the early days of Google. What advice would you 

give them about the role of its people in its future success and how to set up the company to 

maximize employee innovation, trust, and loyalty?
AP IMAGES/DYCJ
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4 PART 1 | Introduction to Organizational Behavior

Regardless of their size, scope, or location, all organizations have 
at least one thing in common—they are made up of people. It is 
these people who make decisions about the strategic direction of 
a firm, it is they who acquire the resources the firm uses to create 
new products, and it is they who sell those products. People man-
age a firm’s corporate headquarters office locations, its warehouses 
and distribution centers, and its information technology facilities, 
and it is people who clean up at the end of the day. No matter how 
effective a manager might be, all organizational successes—and 
failures—are the result of the behaviors of many people. Indeed, no 
manager can succeed without the assistance of others.

Thus, any manager—whether responsible for a big business such 
as Google, Abercrombie & Fitch, General Electric, Apple, Starbucks, or 
British Airways; for a niche business such as the Boston Celtics bas-
ketball team or a Mayo Clinic facility; or for a local Pizza Hut restau-
rant or neighborhood dry cleaners—must strive to understand the 
people who work in the organization. This book is about those people. 
It is also about the organization itself and the managers who operate 
it. Together, the study of organizations and the study of the people who 
work in them constitute the field of organizational behavior. Our start-
ing point in exploring this field begins with a more detailed discussion 

of its meaning and its importance to employees, business owners, and managers.

WHAT IS ORGANIZATIONAL BEHAVIOR?
What exactly is meant by the term “organizational behavior”? And why should 
it be studied? Answers to these two fundamental questions will both help estab-
lish our foundation for discussion and analysis and help you better appreciate  
the rationale as to how and why understanding the field can be of value to you in 
the future.

The Meaning of Organizational Behavior
Organizational behavior (OB) is the study of human behavior in organiza-
tional settings, of the interface between human behavior and the organization, 
and of the organization itself.3 Although we can focus on any one of these three 
areas, we must also remember that all three are ultimately necessary for a com-
prehensive understanding of organizational behavior. For example, we can study 
individual behavior without explicitly considering the organization. But because 
the organization influences and is influenced by the individual, we cannot fully 
understand the individual’s behavior without learning something about the 
organization. Similarly, we can study organizations without focusing explicitly 

organizational behavior
The study of 
human behavior in 
organizational settings, 
the interface between 
human behavior and the 
organization, and the 
organization itself

The success of any organization is often determined by how effectively 
managers can enhance the performance behaviors of their employees, enhance 
their commitment to and engagement with the organization, promote citizenship 
behaviors, and minimize dysfunctional behaviors. For instance, the first group 
of employees appears to be working together productively and with enthusiasm, 
while the second group of employees seems to be frustrated and less productive. 
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  CHAPTER 1 | An Overview of Organizational Behavior 5

on the people within them. But again, we are 
looking at only a portion of the puzzle. Eventually 
we must consider the other pieces, as well as the 
whole. Essentially, then, OB helps explain and pre-
dict how people and groups interpret events, react, 
and behave in organizations and describes the role 
of organizational systems, structures, and process in 
shaping behavior.

Figure 1.1 illustrates this view of organizational 
behavior. It shows the linkages among human behav-
ior in organizational settings, the individual–orga-
nization interface, the organization itself, and the 
environment surrounding the organization. Each indi-
vidual brings to an organization a unique set of personal 
characteristics and a unique personal background and 
set of experiences from other organizations. Therefore, in 
considering the people who work in their organizations, 
managers must look at the unique perspective each individual brings to the work 
setting. For example, suppose managers at The Home Depot review data showing 
that employee turnover within the firm is gradually but consistently increasing. To 
help them better understand what is happening, further suppose that they hire a 
consultant to help give them insight into what is causing this trend. As a starting 
point, the consultant might analyze the types of people the company usually hires. 
The goal would be to learn as much as possible about the nature of the company’s 
workforce as individuals—their expectations, their personal goals, and so forth.

Managers at businesses like The Home Depot need to understand 
individual employee behavior, characteristics of the organization 
itself, and the interface between individual behavior and the 
organization.

The Nature of Organizational Behavior 
Figure 1.1

Human Behavior in
Organizational Settings

The Organization

Environment

Environment

The Individual–Organization Interface

The field of 
organizational behavior 
attempts to understand 
human behavior in 
organizational settings, 
the organization itself, 
and the individual–
organization interface. 
As illustrated here, 
these areas are highly 
interrelated. Thus, 
although it is possible 
to focus on only one of 
these areas at a time, a 
complete understanding 
of organizational 
behavior requires 
knowledge of all three 
areas.
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6 PART 1 | Introduction to Organizational Behavior

But individuals do not work in isolation. They come in contact with other 
people and with the organization in a variety of ways. Points of contact include 
managers, coworkers, the formal policies and procedures of the organization, and 
various changes implemented by the organization. In addition, over time, indi-
viduals change, as a function of personal experiences and maturity as well as 
through work experiences and organizational developments. The organization, in 
turn, is affected by the presence and eventual absence of the individual. Clearly, 
then, managers must also consider how the individual and the organization 
interact. Thus, the consultant studying turnover at The Home Depot might next 
look at the orientation procedures and initial training for newcomers to the orga-
nization. The goal of this phase of the study would be to understand some of the 
dynamics of how incoming individuals are introduced to and interact with the 
broader organizational context.

An organization, of course, exists before a particular person joins it and con-
tinues to exist after he or she leaves. Thus, the organization itself represents 
a crucial third perspective from which to view organizational behavior. For 
instance, the consultant studying turnover would also need to study the struc-
ture and culture of The Home Depot and how they might have changed. An 
understanding of factors such as a firm’s performance evaluation and reward 
systems, its decision-making and communication patterns, and the structure of 
the firm itself can provide added insight into why some people choose to leave a 
company and others elect to stay.

Clearly, then, the field of organizational behavior is both exciting and com-
plex. Myriad variables and concepts accompany the interactions just described, 
and together these factors greatly complicate the manager’s ability to under-
stand, appreciate, and manage others in the organization. They also provide 
unique and important opportunities to enhance personal and organizational 
effectiveness.

How Organizational Behavior Impacts 
Personal Success
You may be wondering about the relevance of OB to your current major or 
expected career path. You might be thinking, “I don’t know any organizational 
behavior managers. Why is this topic important?” We field this question all the 
time from people unfamiliar with OB. The core of OB is being effective at work. 
Understanding how people behave in organizations and why they do what they 
do is critical to working effectively with and managing others. OB gives everyone 
the knowledge and tools they need to be effective at any organizational level. OB 
is an important topic for anyone who works or who will eventually work in an 
organization, which is the case for most people. Moreover, OB is actually import-
ant to us as individuals from numerous perspectives.

In our relationships with organizations, we may adopt any one of several 
roles or identities. For example, we can be consumers, employees, suppliers, com-
petitors, owners, or investors. Since most people who use this book are either 
present or future managers, we will adopt a managerial perspective throughout 
our discussion. The study of organizational behavior can greatly clarify the fac-
tors that affect how managers manage. Hence, the field attempts to describe the 
complex human context of organizations and to define the opportunities, prob-
lems, challenges, and issues associated with that realm.

Whenever managers are surveyed ten to fifteen years out of school and asked 
to identify the most important classes they ever took, OB is usually one of them. 
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  CHAPTER 1 | An Overview of Organizational Behavior 7

This is not because it made them technically better in their area of specialty, 
but because it made them more effective employees and better managers. As one 
expert has put it, “It is puzzling that we seek expert advice on our golf game but 
avoid professional advice on how we can deal with other people.”4 Fortunately, 
though, more and more informed managers have come to recognize the impor-
tance of learning to develop insights into human behavior at work and using 
these insights to help them compete more effectively.

U N D E R S TA N D  Y O U R S E L F
GLOBAL MINDSET

A global mindset reflects your ability to influence people, 
groups, and organizations from a variety of backgrounds and 
cultures. Multinational companies’ ability to create globally 
integrated systems depends on their ability to get employ-
ees, managers, and executives to understand and adapt to 
the realities of a globalized economy. The ability to integrate 
talent from many parts of the world faster and more effec-
tively than other companies is a source of a firm’s compet-
itive advantage8 as well as your own personal competitive 
advantage.

Please use the following scale in responding to the ten 
questions below. When you are finished, follow the scoring 
instructions at the bottom to calculate your score. Then read 
more about what your score means, and how you can improve 
your global mindset.

___   9. In this interlinked world of outs, national boundaries 
are meaningless.

___ 10. I believe I can live a fulfilling life in another culture.

Scoring: Add up your responses to identify your global 
mindset score.
Interpretation: Because experiences influence global mind-
set in a positive or negative manner,9 you can take steps to 
improve your global mindset. Based on your score, you might 
consider some of the personal development activities identi-
fied later, or you might come up with others.

If your score is between 10 and 20, you have a relatively 
low global mindset. Formal training/educational programs, 
self-study courses, university courses, or in-company semi-
nars or management development programs can help you to 
increase your global mindset.

If your score is between 21 and 35, you have a moder-
ate global mindset. You do not exhibit extremely high paro-
chialism, but at the same time, you are not as open to people 
from other cultures as you could be. In addition to the self- 
development activities listed previously, you might consider 
joining some culturally diverse student organizations and mak-
ing a point of befriending some people from other cultures to 
gain more experience and become more comfortable with peo-
ple from other cultures.

If your score is between 36 and 50, you have a high global 
mindset. This means that you are open to meeting people from 
a variety of cultures and are comfortable with global diversity. 
This does not mean you cannot improve further! Joining inter-
national student organizations, working with international vol-
unteer organizations, and befriending people from a variety of 
cultures will further develop your global mindset.

Sources: Adapted from Gupta, A. K., & Govindarajan, V. (2002). Cultivating  
a global mindset. Academy of Management Executive, 16(1), 116–126;  
Kefalas, A. G., & Neuland, E. W. (1997). Global mindsets: An exploratory 
study. Paper presented at the Annual Conference of the Academy of International 
Business, Monterrey, Mexico, 4–7 October; Nummela, N., Saarenketo, S.,  
& Puumalainen, K. (2004). Global mindset—a prerequisite for successful interna-
tionalisation? Canadian Journal of Administrative Sciences, 21(1), 51–64.

___  1. In interacting with others, I assign equal status to 
people regardless of their national origin.

___  2. I consider myself as equally open to ideas from other 
countries and cultures as I am to ideas from my own 
country and culture of origin.

___  3. Finding myself in a new cultural setting is exciting.
___  4. I see the world as one big marketplace.
___  5. When I interact with people from other cultures, it is 

important to me to understand them as individuals.
___  6. I regard my values to be a hybrid of values acquired 

from multiple cultures as opposed to just one culture.
___  7. I am very curious when I meet someone from another 

country.
___  8. I enjoy trying food from other countries.

Strongly  
Disagree Disagree Neutral Agree Strongly  

Agree

1 2 3 4 5
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8 PART 1 | Introduction to Organizational Behavior

HSBC, a global financial services business, routinely sends its most 
promising young managers on international assignments. The purpose of this 
approach is to build a cohort of future top managers and leaders who have 
extensive international experience.

These insights are also increasingly important as orga-
nizations become both more diverse and more global. We will 
discuss diversity and the importance of flexibly applying OB 
concepts to different people throughout the book. This chap-
ter’s Understand Yourself feature gives you the opportunity 
to better understand your global mindset or set of individual 
attributes that enable you to influence individuals, groups, 
and organizations from diverse socio/cultural/institutional 
systems.5 Global mindset combines cultural intelligence and 
a global business orientation.6 Most chief executives of large 
multinational organizations believe that having a strong cadre 
of globally minded leaders would strengthen their organization’s 
competitiveness.7

Because your global mindset is learned, experiences can influence it in a pos-
itive or negative manner.10 Every year, the financial services giant HSBC sends 
promising new hires and managers into long-term business assignments abroad 
to build a cohort of experienced international officers. Locations include western 
countries as well as Saudi Arabia, Indonesia, and Japan. To have a successful 
career at HSBC, managers must perform well in these international assign-
ments. This enables HSBC to develop a strong cadre of globally minded manag-
ers capable of cross-border learning. Similar approaches are pursued by other 
multinationals to enable them to transfer expertise and know-how across geo-
graphical, cultural, and political boundaries.11

How Organizational Behavior Impacts 
Organizational Success
Organizations as a whole also benefit when managers understand OB. Imagine 
the difference between a company with motivated, engaged employees with 
clear goals aligned with the business strategy and one with unhappy employ-
ees, a lot of conflict, weak leadership, and a lack of direction. Effectively imple-
menting OB concepts and models is what creates effective and successful 
companies. OB is clearly important to organizations. By appropriately applying 
OB knowledge about individuals, groups, and the effect of organizational struc-
ture on worker behavior, the conditions can be created that make organizations 
most effective.

An understanding of OB also helps managers help their companies perform 
well in other ways. A mounting body of evidence shows that an emphasis on the 
softer side of business positively influences bottom-line results. By listening to 
employees, recognizing their work, building trust, and behaving ethically, man-
agers have boosted such performance measures as operating earnings, return on 
investment, and stock price.12 In addition to financial performance and job satis-
faction, OB concepts influence absenteeism and turnover. Reducing absenteeism 
and turnover, in turn, can be worth millions of dollars to organizations through 
increased productivity and customer service and decreased staffing costs. This 
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  CHAPTER 1 | An Overview of Organizational Behavior 9

CASE STUDY

Sources: J.M. Smucker. (2017). J.M. Smucker 2017 Annual Report. Available online: http://www.jmsmucker.com/investor-relations 
/smuckers-annual-report; Smucker Gift Will Establish Business Leadership Institute (2012, April 23). The University of Akron. Available 
online: http://www.uakron.edu/im/online-newsroom/news_details.dot?newsId=d24e5be1-b6fc-431b-871c-164ada224a69&crumbTitle 
=Smucker%20gift%20will%20establish%20business%20leadership%20institute; Harrington, A. (2005, January 27). Institute for Global 
Ethics Expands Focus on Business Practices with Center for Corporate Ethics, CSRWire. Available online: http://www.csrwire.com 
/News/3473.html; Schoeff, M. (2006, March 13). Workforce Management (p. 19); “Award-Winning Company,” smuckers.com. 
Available online: http://www.smuckers.com/family_company/join_our_company/award_winning_company.aspx; and “Sustainability,” 
smuckers.com. Available online: http://www.smuckers.com/family_company/join_our_company/sustainability.aspx.

From its founding in 1897, when Jerome Monroe 
Smucker sold apple butter from the back of a horse-
drawn wagon, the J.M. Smucker Company has rec-
ognized that acting ethically is a key element of its 
success. The Orrville, Ohio, manufacturer wants to 
ensure that its signature comfort foods—fruit spreads, 
frostings, juices, and beverages—remain American 
staples, and that its daily operations are guided by 
honesty, respect, trust, responsibility, and fairness.

Ensuring that the company meets the highest eth-
ical standards starts with hiring people who already 
have a strong personal value system. To do this, 
Smucker steeps job candidates in its ethical standards 
and refers frequently to how company values relate to 
the particular position a job candidate is seeking. The 
company also engages in rigorous reference checks. 
Once hired, the ethics emphasis intensifies. Each new 
hire attends a daylong training seminar that includes 
presentations by company officials, videos, and break-
out sessions on moral awareness, moral courage, and 
values.

The discussions go much deeper than a superfi-
cial review of how to be a good person. One session 
concentrates on three ways to make a decision when 
faced with a dilemma. One option is seeking to do the 
greatest good for the greatest number of people. The 
second is a rules-based approach in which the deci-
sion will set a standard that everyone else follows. The 
final alternative is to use the Golden Rule: “treat others 
as you would like to be treated.”

The sessions also explore the complexity of ethics. 
Employees are rarely in a clear-cut situation where 
right and wrong are obvious. Ethical decisions often 
involve a nuanced balance between right and wrong. 
For example, the choice an employee has to make 
may involve questions related to the pulls between 

truth and loyalty, the individual versus the community, 
and short-term versus long-term approaches to busi-
ness decisions. Smucker communicates that it wants 
its employees to act with truth over loyalty, community 
over the individual, and long-term over short-term com-
pany interests. All employees go through the ethics 
program again every two years and sign a detailed 
nine-page ethics statement annually to ensure that they 
truly understand the level of performance Smucker 
expects from them.

Smucker also strongly believes in environmental 
sustainability, including utilizing renewable energy, 
improving wastewater management, using sustain-
able raw materials, and reusing resources rather 
than consuming new ones. Smucker promotes social 
sustainability in the communities in which it oper-
ates, promoting initiatives and programs that support 
and enhance the quality of life. The J.M. Smucker 
Company has often appeared on Fortune Magazine’s 
“100 Best Places to Work For” list, which it attributes 
in part to its strong culture.

Questions:

1. Why would ethics be important to a company 
like J.M. Smucker? How can its focus on values 
and ethics improve its business performance?

2. Appearing on “best places to work” lists can 
increase an employer’s popularity, even among 
lower-qualified applicants. The increased volume 
of applicants can be costly and time-consuming. 
What do you feel are the benefits and drawbacks 
to being on this type of list? Do you think that it is 
generally beneficial to be publicly recognized as 
a good employer? Why or why not?

3. Do J.M. Smucker’s values and culture appeal to 
you as a potential employee? Why or why not?

The J.M. Smucker Company
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10 PART 1 | Introduction to Organizational Behavior

chapter’s Case Study highlights The J.M. Smucker Company’s attention to OB 
principles including ethics, organizational culture, and values.

One central value of organizational behavior is that it isolates important 
aspects of the manager’s job and offers specific perspectives on the human side of 
management: people as organizations, people as resources, and people as people. 
To further underscore the importance of organizational behavior to managers, 
we should consider this simple fact: Year in and year out, most of the firms on 
Fortune’s list of the world’s most admired companies have impeccable reputa-
tions for valuing and respecting the people who work for them.13 Similarly, as 
the use of technology steadily increases, virtual teams become more common. 
The success of virtual teams, in turn, often depends on the type of leadership 
exhibited by managers. Organizational behavior allows us to understand that as 
a leader of a virtual team, one must foster trust, encourage open dialogue, and 
clarify guidelines. Clearly, then, an understanding of organizational behavior 
can play a vital role in managerial work. To most effectively use the knowledge 
provided by this field, managers must thoroughly understand its various con-
cepts, assumptions, and premises. To provide this foundation, we next tie organi-
zational behavior even more explicitly to management and then turn to a more 
detailed examination of the manager’s job itself.

THE MANAGERIAL CONTEXT OF 
ORGANIZATIONAL BEHAVIOR
Virtually all organizations have managers with titles such as chief financial offi-
cer, marketing manager, director of public relations, vice president for human 
resources, and plant manager. But probably no organization has a position called 
“organizational behavior manager.” The reason for this is simple: Organizational 
behavior is not a defined business function or area of responsibility similar to 
finance or marketing. Instead, an understanding of OB provides a set of insights 
and tools that all managers can use to carry out their jobs more effectively. The 
managerial context of OB can be viewed from the perspective of basic management 
functions, critical management skills, and overall human resource management.

Basic Management Functions and 
Organizational Behavior
Managerial work is fraught with complexity and unpredictability but also 
enriched with opportunity and excitement. However, in characterizing manage-
rial work, most educators and other experts find it useful to conceptualize the 
activities performed by managers as reflecting one or more of four basic func-
tions. These functions are generally referred to as planning, organizing, lead-
ing, and controlling. While these functions are often described in a sequential 
manner, in reality, of course, most managerial work involves all four functions 
simultaneously.

Similarly, organizations use many different resources in the pursuit of their 
goals and objectives. As with management functions, though, these resources 
can also generally be classified into four groups: human, financial, physical, 
and/or information resources. As illustrated in Figure 1.2, managers combine 
these resources through the four basic functions, with the ultimate purpose of 
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  CHAPTER 1 | An Overview of Organizational Behavior 11

efficiently and effectively attaining the goals of the organization. That is, the fig-
ure shows that managers apply the basic functions across resources to advance 
the organization toward its goals.

Planning, the first managerial function, is the process of determining the 
organization’s desired future position and deciding how best to get there. The 
planning process at Target, for example, includes studying and analyzing the 
environment, deciding on appropriate goals, outlining strategies for achieving 
those goals, and developing tactics to help execute the strategies. OB processes 
and characteristics pervade each of these activities. Perception, for instance, 
plays a major role in environmental scanning, and creativity and motivation 
influence how managers set goals, strategies, and tactics for their organization. 
Larger corporations such as Walmart, Disney, and Starbucks usually rely on their 
top management teams to handle most planning activities. In smaller firms, the 
owner usually takes care of planning.

The second managerial function is organizing—the process of designing 
jobs, grouping jobs into manageable units, and establishing patterns of author-
ity among jobs and groups of jobs. This process produces the basic structure, or 
framework, of the organization. For large organizations such as Apple, Delta 
Airlines, and Toyota, that structure can be incredibly complex. The structure 
includes several hierarchical layers and spans myriad activities and areas of 
responsibility. Smaller firms can often function with a relatively simple and 
straightforward form of organization. As noted earlier, the processes and charac-
teristics of the organization itself are a major theme of organizational behavior.

Leading, the third major managerial function, is the process of motivating 
members of the organization to work together toward the organization’s goals. 
An Old Navy store manager, for example, must hire people, train them, and moti-
vate them. Major components of leading include motivating employees, man-
aging group dynamics, and the actual process of leadership itself. These are all 
closely related to major areas of organizational behavior. All managers, whether 

planning
The process of 
determining an 
organization’s desired 
future position and the 
best means of getting 
there

organizing
The process of designing 
jobs, grouping jobs into 
units, and establishing 
patterns of authority 
between jobs and units

leading
The process of getting the 
organization’s members 
to work together toward 
the organization’s goals

Basic Managerial Functions 
Figure 1.2

Human
Resources

Financial
Resources

Physical
Resources

Information
Resources

Effective and Efficient Attainment
of Organizational Goals

Planning Organizing Leading Controlling

Managers engage in the 
four basic functions of 
planning, organizing, 
leading, and controlling. 
These functions are 
applied to human, 
financial, physical, and 
information resources 
with the ultimate 
purpose of efficiently 
and effectively attaining 
organizational goals.
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12 PART 1 | Introduction to Organizational Behavior

Technical skills are the skills needed to perform specific tasks. This 
retail manager is teaching a new sales clerk how to operate the store’s 
payment system. He has to have the technical skills needed for this task 
in order to teach others.

they work in a huge multinational corporation span-
ning dozens of countries or in a small neighborhood 
business serving a market only a few square city blocks 
in size, must understand the importance of leading.

The fourth managerial function, controlling, is the 
process of monitoring and correcting the actions of the 
organization and its people to keep them headed toward 
their goals. A manager at Best Buy has to control costs, 
inventory, and so on. Again, behavioral processes and 
characteristics are a key part of this function. Performance 
evaluation and reward systems, for example, both apply to 
control. Control is of vital importance to all businesses, but 
it may be especially critical to smaller ones. Target, for 

example, can withstand with relative ease a loss of several thousand dollars due 
to poor control, but an equivalent loss may be devastating to a small firm.

Critical Management Skills and 
Organizational Behavior
Another important element of managerial work is mastery of the skills necessary 
to carry out basic functions and fill fundamental roles. In general, most success-
ful managers have a strong combination of technical, interpersonal, conceptual, 
and diagnostic skills.14

Technical skills are skills necessary to accomplish specific tasks within 
the organization. Designing a new mobile game app for Rovio, the company that 
created Angry Birds, developing a new weight loss supplement for Advocare, or 
writing a press release for Halliburton about the firm’s new drilling technologies, 

all require technical skills. Hence, these skills are generally associated 
with the operations employed by the organization 
in its production processes. For example, the Chair 
of Xerox Corporation, Ursula Burns, began her 
career with the company as a mechanical engineer-
ing intern. Other examples of managers with strong 
technical skills include Mark McCullum (CEO of 
Weatherford International, who began his career as a 
petroleum engineer) and Andrew Taylor (former CEO 
of Enterprise Holdings, who began his career washing 
cars on Rent-A-Car lots when he was 16 years of age). 

controlling
The process of monitoring 
and correcting the actions 
of the organization and 
its members to keep them 
directed toward their 
goals

technical skills
The skills necessary to 
accomplish specific tasks 
within the organization

Leading is a major part of the jobs of most managers. This manager is 
presenting information to his team in an effort to lead them to perform 
at a higher level.
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Ursula Burns, Chair and CEO of Xerox Corporation, started her career as a 
mechanical engineer. She subsequently moved into management and now 
leads a major corporation.

The CEOs of the Big Four accounting firms also began their career 
as accountants.

Managers use interpersonal skills to communicate with, 
understand, and motivate individuals and groups. As we have 
noted, managers spend a large portion of their time interacting with 
others, so it is clearly important that they get along well with other 
people. For instance, Howard Schultz is the Chairman of Starbucks. 
Schultz is able to relate to employees by demonstrating respect and 
dignity. Schultz remains committed to providing health benefits 
despite raising healthcare costs and has created educational oppor-
tunities for Starbucks partners to finish school. Schultz has been rec-
ognized for his passion and leadership. These qualities inspire others 
throughout the organization and motivate them to work hard to help 
Starbucks reach its goals.

Conceptual skills are the manager’s ability to think in the 
abstract. A manager with strong conceptual skills is able to see the 
“big picture.” That is, he or she can see opportunity where others see 
roadblocks or problems. For example, after Steve Wozniak and Steve Jobs built 
a small computer of their own design in a garage, Wozniak essentially saw a new 
toy that could be tinkered with. Jobs, however, saw far more and convinced his 
partner that they should start a company to make and sell the computers. The 
result, of course, was Apple Computer. In subsequent years, Jobs also used his 
conceptual skills to identify the potential in digital media technologies, leading 
to the introduction of such products as the iPod, the iPhone, iTunes, and the iPad 
as well as his overseeing the creation of Pixar Animation Studios. When he died 
in 2011, Jobs was hailed as one of the most innovative managers of all time.

Most successful managers also bring diagnostic skills to the organization. 
Diagnostic skills allow managers to better understand cause-and-effect relationships 
and to recognize the optimal solutions to problems. For instance, when Ed Whitacre 
was chairman and CEO of SBC Communications, he recognized that, though his 
firm was performing well in the consumer market, it lacked strong brand identifica-
tion in the business environment. He first carefully identified and then implemented 
an action to remedy the firm’s shortcomings—SBC would buy AT&T (for $16 billion), 
acquiring in the process the very name recognition that his company needed. After 
the acquisition was completed, the firm changed its corporate name from SBC to 
AT&T. And it was Whitacre’s diagnostic skills that pulled it all together.15 Indeed, 
his reputation for having strong diagnostic skills led to his being asked to lead the 
corporate turnaround at General Motors during the recession of 2009.

Organizational Behavior and Human 
Resource Management
We noted earlier that OB is generally related to all areas of an organization. It is 
especially relevant, though, to human resource management. Human resource 
management (HRM) is the set of organizational activities directed at attracting, 

interpersonal skills
The ability to effectively 
communicate with, 
understand, and motivate 
individuals and groups

conceptual skills
The ability to think in the 
abstract

diagnostic skills
The ability to understand 
cause-and-effect 
relationships and to 
recognize the optimal 
solutions to problems

human resource 
management
The set of organizational 
activities directed at 
attracting, developing, 
and maintaining an 
effective workforce
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14 PART 1 | Introduction to Organizational Behavior

developing, and maintaining an effective workforce. More precisely, HR manag-
ers select new employees, develop rewards and incentives to motivate and retain 
employees, and create programs for training and developing employees. But how 
do they know which applicants to hire? And how do they know which rewards 
will be more motivating than others? The answers to these and related ques-
tions are generally drawn from the field of OB. For example, personality traits 
(covered in Chapter 3) are often used in selection decisions. Likewise, motivation 
theories (as discussed in Chapters 5 and 6) help managers understand how to 
most effectively reward and retain employees. This chapter’s Improve Your Skills 
feature highlights some common job interview questions that you should be pre-
pared to answer before interviewing for your next job. These questions and your 
answers to them all involve OB concepts.

Consider, for example, a major announcement made by Walmart a few 
years ago. In early 2015 the giant retailer began giving pay raises to 500,000 
U.S. workers. At the same time, the company indicated that it was chang-
ing the methods it uses to hire and train new employees.16 Clearly, Walmart 
did not make the decision to raise its labor costs lightly. Instead, its manag-
ers expect that the higher wages and new HR practices will enable the com-
pany to better recruit new employees and retain its existing ones. Hence, this 
significant—and expensive—decision by Walmart managers had its origins in 
theories and research from OB and will be implemented in the firm through 
HRM. The Walmart example also provides a preview of the strategic context of 
OB, explored in our next section.

THE STRATEGIC CONTEXT OF 
ORGANIZATIONAL BEHAVIOR
Successful business strategies are grounded in creating and maintaining a sus-
tainable competitive advantage, which exists any time an organization has an 
edge over rivals in attracting customers and defending itself against competition. 
The effective management of people is key to the creation of a competitive advan-
tage and business strategy execution. As legendary former General Electric CEO 

I M P R OV E  Y O U R  S K I L L S
OB-RELATED JOB INTERVIEW QUESTIONS

 1. What do you think is the most important thing that a 
manager does?

 2. What was the most ethical decision you’ve had to make 
at work?

 3. Tell me about a conflict you’ve experienced at work and 
how  you handled it.

 4. Tell me about a challenging team experience you have 
had and how you handled it.

 5. How would you manage an employee who misses per-
formance goals?

 6. How would you describe your leadership style?
 7. How do you deal with stressful deadlines at work?
 8. Have you ever dealt with a difficult boss? If so, how did 

you manage the situation? If not, what would you do if 
you found yourself in this situation?

 9. What types of innovative problem-solving or decision- 
making techniques do you use at work?

 10. What type of organizational culture would be the best fit 
for you? Why?
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  CHAPTER 1 | An Overview of Organizational Behavior 15

Walmart recently announced plans to raise the hourly pay rates for 
500,000 of its U.S. employees. The retailer expects its higher wages to 
make it easier to hire new employees and retain existing ones.

Jack Welch once said, “We now know where productivity—real 
and limitless productivity—comes from. It comes from chal-
lenged, empowered, excited, rewarded teams of people.”17 We 
now turn our attention more specifically to the nature of strate-
gic management and its relationship to OB.

Sources of Competitive Advantage
How does an organization gain a competitive advantage? 
Strategy researchers have identified several sources of compet-
itive advantage including especially well-made or low-priced 
products, excellent customer service, convenience, short product 
development times, and well-known brand name.18 Because it is 
an organization’s people who are responsible for gaining and keep-
ing most competitive advantage, effective management is critical 
to business success.19

Warehouse retailer Costco’s strong and loyal customer base, 
access to a broad range of high-quality products for a low price, and 
committed employees give it a competitive advantage over smaller 
and lesser-known retailers. Although Costco pays its employees sub-
stantially more than its closest competitor, Sam’s Club, it has similar 
financial returns on its labor costs due to lower turnover and higher 
levels of employee productivity.20 This, in turn, results in a high-
er-quality customer experience.

According to Michael Porter, to have a competitive advantage, a company 
must ultimately be able to give customers superior value for their money (a com-
bination of quality, service, and acceptable price)—either a better product that 
is worth a premium price or a good product at a lower price can be a source 
of competitive advantage.21 Table 1.1 lists some possible sources of competitive 

competitive 
advantage
Anything that gives a firm 
an edge over rivals in 
attracting customers and 
defending itself against 
competition

Businesses can choose to pursue competitive advantage by using an array of 
different sources.

Table 1.1

• Innovation: developing new products, services, and markets and improving current ones
• Distribution: dominating distribution channels to block competition
• Speed: excelling at getting your product or service to consumers quickly
• Convenience: being the easiest for customers to do business with
• First to market: introducing products and services before competitors
• Cost: being the lowest-cost provider
• Service: providing the best customer support before, during, or after the sale
• Quality: providing the highest-quality product or service
• Branding: developing the most positive image
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16 PART 1 | Introduction to Organizational Behavior

advantage. You should note that an organization’s talent is 
the key to securing each of these. One of the most import-
ant things managers do is execute a firm’s business strategy. 
We next discuss business strategy in more detail, as well as 
how OB concepts and models can reinforce the organization’s 
overall business strategy and support its execution.

Types of Business Strategies
A company may create value based on price, technological lead-
ership, customer service, or some combination of these and 
other factors. Business strategy involves the challenges and 
opportunities associated with how to compete with other firms, 
but also encompasses:

• The strategies of different functional areas in the firm.
•  How changing industry conditions such as deregulation, prod-

uct market maturity, and changing customer demographics 
will be addressed.

•  How the firm as a whole will address the range of strategic 
issues and choices it faces.

Business strategies are partially planned and partially reac-
tive to changing circumstances. A large number of possible strat-
egies exist for any organization, and an organization may pursue 
different strategies in different business units. Companies may also 

pursue more than one strategy at a particular time. According to Michael Porter, 
businesses can compete successfully by being the cheapest producer, by making 
unique products valued by consumers, or by applying their expertise in a narrow 
market segment to meet that segment’s particular product or service needs.22 
These three primary business strategies are:

 1. Cost leadership
 2. Differentiation
 3. Specialization

Another strategic choice is whether to grow the business, and if so how to do 
it. We next discuss each of these strategies and their implications for OB.

Cost Leadership Strategy 
Firms pursuing a cost leadership strategy strive to be the lowest-cost pro-
ducer in an industry for a particular level of product quality. These businesses 
are typically effective at acquiring, distributing, or designing products that can 
be efficiently manufactured (e.g., designing products with a minimum number 
of parts needing assembly) and engineering efficient manufacturing processes 
to keep production costs and, therefore, customer prices low. Walmart is a good 
example of a firm that uses a cost leadership strategy. For instance, Walmart has 

cost leadership strategy
Striving to be the lowest-
cost producer for a 
particular level of product 
quality

Sam’s Club and Costco are major competitors but have very different 
approaches to competitive advantage. Sam’s Club pays its workers 
relatively lower wages in order to keep its costs and prices lower. Costco 
pays higher wages, though, in order to hire more more experienced 
employees and provide better customer service.

A
L

A
S

T
A

IR
 W

A
L

L
A

C
E

/S
H

U
T

T
E

R
S

T
O

C
K

.C
O

M
B

L
O

O
M

B
E

R
G

/G
E

T
T

Y
 I

M
A

G
E

S

42502_ch01_ptg01_001-039.indd   16 18/12/18   10:42 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 1 | An Overview of Organizational Behavior 17

invested heavily in creating both a highly efficient supply chain and a state-of-
the-art information system to maintain real-time data on consumer buying pat-
terns. These allow Walmart to make sure it has the right products in its stores in 
the optimal quantities at all times. The retailer is also known as a tough negoti-
ator with its suppliers, constantly pushing them to keep their prices low so that 
Walmart retail prices can stay low as well.

Organizations pursuing a strategy of keeping costs and prices low usually 
try to develop a competitive advantage in operational excellence. Employees 
in these firms need to identify and follow efficient processes and engage in con-
tinuous improvement. Manufacturing and transportation companies frequently 
adopt this approach. These organizations continually look for ways to modify 
their operational systems in order to reduce costs and lower prices while offering 
a desirable product that competes successfully with competitors’ products. Dell 
Computers, FedEx, and Walmart are good examples of companies whose compet-
itive advantage is based on operational excellence.

Most operationally excellent firms require managers to hire and train flex-
ible employees who are able to focus on shorter-term production objectives, 
who avoid waste, and who are concerned about minimizing production costs.23 
Operationally excellent organizations usually function with small but consistent 
profit margins and rely more on teamwork than individual performance.

Differentiation Strategy 
A differentiation strategy calls for the development of products or services 
with unique characteristics valued by customers. In concept, the value added 
by the product’s uniqueness may enable the business to charge a premium 
price for it. The dimensions along which a firm can differentiate include image  
(Coca-Cola), product durability (Wrangler clothing), quality (Lexus), safety 
(Volvo), and user-friendliness (Apple products). Some companies, such as Spirit 
Airlines, differentiate themselves from their competitors by pursuing a strat-
egy based on only providing no-frills, basic products and services at a low cost. 
Companies can pursue more than one strategy at a time. In this case, Spirit is 
both a cost leader and a differentiator.

Organizations pursuing a differentiation strategy often try to develop a 
competitive advantage based on product innovation. This requires employ-
ees to continually develop new products and services to create an advantage in 
the market. These companies create and maintain a culture that encourages 
employees to bring new ideas into the company. These com-
panies then listen to and consider these ideas, 
however unconventional they might be. For these 
companies, the frequent introduction of new prod-
ucts is key to staying competitive. This strategy is 
common in technology and pharmaceutical com-
panies. Johnson & Johnson, Nike, and Apple are 
good examples of organizations whose competitive 
advantage is based on product innovation.

Product innovators usually work to protect 
their entrepreneurial environment. To that end, 
managers develop and reinforce an innovative 

operational excellence
Maximizing the efficiency 
of the manufacturing or 
product development 
process to minimize costs

differentiation strategy
Developing a product or 
service that has unique 
characteristics valued by 
customers

product innovation
Developing new products 
or services

Lexus uses a differentiation strategy. It promotes its automobiles as being 
higher in quality than those sold by competitors. This differentiation, in 
turn, allows Lexus to sell its automobiles for premium prices.
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18 PART 1 | Introduction to Organizational Behavior

culture. Instead of selecting job candidates based only on their related experi-
ence, they also assess whether a candidate can work cooperatively in teams and 
whether the candidate is open-minded and creative.24 An organization with a 
product innovation competitive advantage would likely seek a core workforce 
of research and development employees who have an entrepreneurial mind-
set, long-term focus, high tolerance for ambiguity, and an interest in learning 
and discovery. Employees who need stability and predictability would not fit 
as well. Managers in innovative companies also need to motivate and empower 
other employees to also be open minded and to proactively suggest new ideas.25

Specialization Strategy 
Businesses pursuing a specialization strategy focus on a narrow market seg-
ment or niche—a single product, a particular end use, or buyers with special 
needs—and pursue either a differentiation or cost leadership strategy within 
that market segment. Successful businesses following a specialist strategy know 
their market segment very well and often enjoy a high degree of customer loy-
alty. This strategy can be successful if it results in either lower costs than com-
petitors serving the same niche, or an ability to offer customers something other 
competitors do not (e.g., manufacturing nonstandard parts). Chuck E. Cheese, 
Dunkin’ Donuts, and Starbucks are examples of companies that use a specializa-
tion strategy.

Organizations pursuing a specialization strategy often try to develop a com-
petitive advantage based on customer intimacy and strive to deliver unique and 
customizable products or services to meet their customers’ needs and increase cus-
tomer loyalty. This approach involves dividing markets into segments or niches 
and then tailoring the company’s offerings to meet the demands of those niches. 
Creating customer loyalty requires employees to combine detailed knowledge 
about their customers with operational flexibility so that they can respond quickly 
to almost any customer need, from customizing a product to fulfilling special 
requests. Consulting, retail, and banking organizations often adopt this approach.

Most service-quality experts say that talent is the most critical element 
in building a customer-oriented company.26 Hiring active learners with good 
customer relations skills and emotional resilience under pressure would com-
plement a customer intimacy competitive advantage and help ensure that the 
organization continually enhances its ability to deliver on promises to custom-
ers.27 Because employee cooperation and collaboration are important to develop-
ing customer intimacy, managers should also focus on building effective teams 
and creating effective communication channels.

Companies such as Starbucks are able to get a relatively higher price for 
their products because of their focus on customer relationships. Imagine if 
Starbucks began to hire cheaper labor, including people with weak communica-
tion skills, and cut back on its investments in employee training and satisfaction. 
Starbucks’ competitive advantage would quickly erode, and the company would 
have to reduce the price of its coffee to keep customers coming back. This could 
eventually result in Starbucks pursuing a cost leadership strategy rather than a 
specialization strategy because it stopped attracting, motivating, and retaining 
the kinds of employees needed to support its original strategy.

Growth Strategy 
Another strategic choice is whether to expand the company and seek to increase 
business. Companies often pursue a growth strategy in response to investor 
preferences for rising earnings per share, and the required business expansion 

specialization strategy
Focusing on a narrow 
market segment or niche 
and pursuing either a 
differentiation or cost 
leadership strategy within 
that market segment

customer intimacy
Delivering unique and 
customizable products 
or services to meet 
customers’ needs and 
increase customer loyalty

growth strategy
Company expansion 
organically or through 
acquisitions
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generally requires the acquisition of additional talent. For example, growth- 
oriented chains such as Blaze Pizza and Five Guys Burgers regularly open new 
stores that require additional managers and employees.

The success of a growth strategy depends on the firm’s ability to find and 
retain the right number and types of employees to sustain its intended growth. 
Growth can be organic, happening as the organization expands from within by 
opening new factories or stores. If it is, it requires an investment in recruiting, 
selecting, and training the right people to expand the company’s operations. 
Firms can also pursue growth strategies through mergers and acquisitions. 
Mergers and acquisitions have been a common way for organizations to achieve 
growth, expand internationally, and respond to industry deregulation. In addi-
tion to expanding the organization’s business, mergers and acquisitions can also 
be a way for an organization to acquire the quality and amount of talent it needs 
to execute its business strategy.

When using mergers and acquisitions as a way to implement a growth strat-
egy, it is important to consider the match between the two organizations’ cultures, 
values, and organizational structures. Mismatches between merged or acquired 
organizations can result in underperformance and the loss of talented employees. 
Mergers and acquisitions often fail because of culture issues rather than techni-
cal or financial issues.28 The failed DaimlerChrysler, HP and Compaq, and AOL-
Time Warner mergers and still troubled merger between United and Continental 
Airlines are just a few prominent examples.

Integrating Business Strategy and 
Organizational Behavior
There are a number of significant linkages that connect business strategy and 
OB. For instance, a firm that relies on a cost leadership strategy will usually 
need to keep all of its expenses as low as possible. Therefore, this strategy 
might dictate relying on low-wage employees and trying to automate as many 
jobs as possible. These actions, in turn, clearly relate to employee motivation 
and the design of work. Likewise, a company using a differentiation strategy 
might want to emphasize exemplary customer service. As a result, it needs 
employees who are motivated to provide high levels of service, leaders who can 
help develop a customer service culture, and a reward structure tied to cus-
tomer service. A specialization strategy often requires employees with special-
ized skills and abilities.

Strategy implementation and strategic change also require large-scale orga-
nizational changes. Two of the largest may be the new organizational culture 
and new behaviors required of employees. Depending on the nature of a strategic 
change, some employees are likely to lack the willingness or even the ability to 
support the new strategy. Targeting management efforts to coach, motivate, and 
influence the people who are critical to implementing a new strategy may help it 
to take hold and ultimately influence the strategy’s effectiveness.

Imagine an organization currently manufacturing semiconductor chips. The 
competitive environment is such that the organization must compete on cost. 
The organization is focused on operational efficiencies to control expenses. Its 
focus is on keeping costs contained, and the culture reinforces strict adherence 
to operating rules to help achieve these goals. Now consider what would change 
if the organization were to identify a better competitive position by specializ-
ing in designing new and innovative computer chips and outsourcing their pro-
duction to a low-wage country in Asia. The organization’s focus would now be 
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20 PART 1 | Introduction to Organizational Behavior

on innovation, problem solving, and teamwork. Managers would need to do less 
rule enforcement and more leading, motivating, and communicating. Employee 
involvement in decision making might also increase. Intel went through just this 
type of transformation in the early 1970s when it moved from being a producer of 
semiconductor memory chips to programmable microprocessor chips.

The previous discussion should help you to understand the role of OB in 
executing a variety of business strategies. Effective managers understand what 
needs to be done to execute a company’s business strategy, then they plan,  
organize, direct, and control the activities of employees to get it done. It is 
important to note that managers do not accomplish organizational objectives by  
themselves—they get work done through others. Flexibly applying OB concepts 
and models will help you to do that most effectively.

CONTEXTUAL PERSPECTIVES ON 
ORGANIZATIONAL BEHAVIOR
Several contextual perspectives—most notably the systems and contingency per-
spectives and the interactional view—also influence our understanding of orga-
nizational behavior. Many of the concepts and theories discussed in the chapters 
that follow reflect these perspectives; they represent basic points of view that 
influence much of our contemporary thinking about behavior in organizations. 
In addition, they allow us to see more clearly how managers use behavioral pro-
cesses as they strive for organizational effectiveness. Before examining these 
perspectives, though, let’s first take a detour to explain how the field of OB has 
developed.

What Are the Origins of Organizational Behavior?
OB dates back to prehistoric times, when people first started trying to under-
stand, motivate, and lead others. The Greek philosopher Plato contemplated the 
essence of leadership, and Aristotle discussed persuasive communication. The 
foundation of organizational power and politics can be found in the more than 
2,300-year-old writings of Sun-Tzu and those of sixteenth-century Italian phi-
losopher Machiavelli. Charismatic leadership was later discussed by German 
sociologist Max Weber. Clearly, OB concepts and models have been of interest 
to leaders and writers for a long time. Let’s briefly review some history to better 
understand the origins of the scientific study of OB.

Formal study of OB began in the 1890s, following the industrial relations 
movement spawned by Adam Smith’s introduction of the division of labor. In the 
1890s, Frank and Lillian Gilbreth and Frederick Winslow Taylor identified the 
positive effects of precise instructions, goal setting, and rewards on motivation. 
Their ideas became known as scientific management and are often considered 
the beginning of the formal study of OB.

Scientific management was based on the belief that productivity is max-
imized when organizations are rationalized with precise sets of instructions 
based on time-and-motion studies. The four principles of Taylor’s scientific man-
agement are:29

 1. Replace rule-of-thumb work methods with methods based on scientifically 
studying the tasks using time-and-motion studies.

scientific management
Based on the belief that 
productivity is maximized 
when organizations are 
rationalized with precise 
sets of instructions based 
on time-and-motion 
studies
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 2. Scientifically select, train, and develop all workers rather than leav-
ing them to passively train themselves.

 3. Managers provide detailed instructions and supervision to work-
ers to ensure that they are following the scientifically developed 
methods.

 4. Divide work nearly equally between workers and managers. Managers 
should apply scientific management principles to planning the work, 
and workers should actually perform the tasks.

Although scientific management improved productivity, it also unfor-
tunately increased the monotony of work. Scientific management left no 
room for individual preferences or initiative and was not always accepted 
by workers. At one point, complaints that it was dehumanizing actually led 
to a congressional investigation.30 After World War I, attention shifted to 
understanding the role of human factors and psychology in organizations. 
This interest was spawned by the discovery of the Hawthorne effect in the 
1920s and 1930s. The Hawthorne effect occurs when people improve some 
aspect of their behavior or performance simply because they know they are 
being observed or assessed. This effect was first identified when a series of exper-
iments that came to be known as the Hawthorne studies were conducted on 
Western Electric plant workers in Hawthorne, just outside of Chicago, to see the 
effects of a variety of factors, including individual versus group pay, incentive 
pay, breaks, and snacks, on productivity.

One of the working conditions tested at the Hawthorne plant was lighting. 
When they tested brighter lights, production increased. Surprisingly, though, 
when they tested dimmer lights, production also increased! Researchers observed 
that productivity almost always improved after a lighting change—any change—
but eventually returned to normal levels. Workers appeared to try harder when 
the lights were dimmed just because they knew they were being observed and 
evaluated. George Elton Mayo, founder of the human relations movement initi-
ated by the Hawthorne studies, explained this finding by saying that the workers 
tried harder because of the sympathy and interest of the observers. Mayo stated 
that the reason workers are more strongly motivated by the informal things is 
that individuals have a deep psychological need to believe that their organization 
cares about them.31 Essentially, workers are more motivated when they believe 
their organization is open, concerned, and willing to listen.

The Hawthorne studies prompted further investigation into the effects of 
social relations, motivation, communication, and employee satisfaction on factory 
productivity. Rather than viewing workers as interchangeable parts in mechani-
cal organizations as the scientific management movement had done, the human 
relations movement viewed organizations as cooperative systems and treated 
workers’ orientations, values, and feelings as important parts of organizational 
dynamics and performance. The human relations movement stressed that the 
human dimensions of work, including group relations, can supersede organiza-
tional norms and even an individual’s self-interests.

Unsophisticated and flawed research methods, however, rendered some of 
the initial conclusions of human relations researchers incorrect.32 For example, 
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Frederick Winslow Taylor was one of the pioneers of scientific management. He 
advocated that managers should study the jobs of workers, break those jobs down 
into small tasks, train workers in the “one best way” of doing their jobs, and then 
pay workers based on the number of units they produced.
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22 PART 1 | Introduction to Organizational Behavior

the relationship between employee satisfaction and performance is more com-
plex than researchers initially thought. Nonetheless, the movement ushered 
in a new era of more humane, employee-centered management by recognizing 
employees’ social needs and highlighted the importance of people to organiza-
tional success.

Harvard social work professor and management consultant Mary Parker 
Follett was known as a “prophet of management” because her ideas were ahead 
of her time. Follett discovered a variety of phenomena, including creativity exer-
cises such as brainstorming, the “groupthink” effect in meetings (in which faulty 
decisions are made because group members try to minimize conflict and reach 
consensus by neglecting to critically analyze and test ideas), and what later 
became known as “management by objectives” and “total quality management.” 
Follett also advocated for power-sharing arrangements in organizations. In the 
1950s, Japanese managers discovered her writings. They credit her ideas, along 
with those of W. Edwards Deming, in revitalizing their industrial base.

W. Edwards Deming himself is known as the “guru of quality management.” 
In postwar Japan, Deming taught Japanese industrialists statistical process con-
trol and quality concepts. His classic 1986 book33 describes how to do high-quality, 
productive, and satisfying work. Deming’s plan-do-check-act cycle of continuous 
improvement promoted the adoption of fourteen principles that he believed could 
make any organization more efficient and capable of solving almost any problem. 
Deming believed that removing fear from the workplace gives employees pride 
in their workmanship, which increases production. Deming also felt that when 
things go wrong, there is a 94 percent chance that the system (elements under 
managerial control including machinery and rules) rather than the worker is the 
cause.34 He believed that making changes in response to normal variations was 
unwise and that a proper understanding of variation includes the mathemati-
cal certainty that variation will normally occur within a certain range. The total 
quality management movement initiated by Deming again highlights the impor-
tance of people, teamwork, and communication in an organization’s success. You 
will read much more about the evolution of OB throughout this book, but this 
brief history helps to set the stage for how we got this far. We now turn our atten-
tion to other important contextual perspectives that help us understand both 
organizations and the behaviors of individuals that comprise them.

Organizations as Open Systems
The systems perspective, or the theory of systems, was first developed in the 
physical sciences, but it has also been extended to other areas of study, such 
as management.35 A system is an interrelated set of elements that function as 
a whole. Figure 1.3 shows a general framework for viewing organizations as 
systems.

According to this perspective, an organizational system receives four kinds of 
inputs from its environment: material, human, financial, and informational (note 
that this is consistent with our earlier description of management functions). The 
organization’s managers then combine and transform these inputs and “return” 
them to the environment in the form of products or services, employee behaviors, 
profits or losses, and additional information. Then the system receives feedback 
from the environment regarding these outputs.

As an example, let’s apply systems theory to the Shell Oil Company. 
Shell receives material inputs such as pipelines, crude oil, and the machin-
ery used to refine petroleum from its environment. Human inputs are oil field 
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workers, refinery workers, office staff, and other people employed by the com-
pany. Financial inputs take the form of money received from oil and gas sales, 
stockholder investment, and so forth. Finally, the company receives information 
inputs from forecasts about future oil supplies, geological surveys on potential 
drilling sites, sales projections, and similar analyses.

Through complex refining and other processes, these inputs are combined 
and transformed to create products such as gasoline and motor oil. As outputs, 
these products are sold to the consuming public. Profits from operations are fed 
back into the environment through taxes, investments, and dividends; losses, 
when they occur, hit the environment by reducing stockholders’ incomes. In addi-
tion to having on-the-job contacts with customers and suppliers, employees live 
in the community and participate in a variety of activities away from the work-
place, and their behavior is influenced in part by their experiences as Shell work-
ers. Finally, information about the company and its operations is also released 
into the environment as news reports, shareholder bulletins, and so forth. The 
environment, in turn, responds to these outputs and influences future inputs. 
For example, consumers may buy more or less gasoline depending on the quality 
and price of Shell’s product, and banks may be more or less willing to lend Shell 
money based on financial information released about the company.

The systems perspective is valuable to managers for a variety of reasons. 
First, it underscores the importance of an organization’s environment. For 
instance, failing to acquire the appropriate resources and failing to heed feed-
back from the environment can be disastrous. The systems perspective also helps 
managers conceptualize the flow and interaction of various elements of the orga-
nization itself as they work together to transform inputs into outputs.

Situational Perspectives on Organizational 
Behavior
Another useful viewpoint for understanding behavior in organizations comes 
from the situational perspective. In the earlier days of management stud-
ies, managers searched for universal answers to organizational questions. They 
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24 PART 1 | Introduction to Organizational Behavior

sought prescriptions, the “one best way” that could be used in any organization 
under any conditions, searching, for example, for forms of leadership behav-
ior that would always lead employees to be more satisfied and to work harder. 
Eventually, however, researchers realized that the complexities of human behav-
ior and organizational settings make universal conclusions virtually impossible. 
They discovered that in organizations, most situations and outcomes are contin-
gent; that is, the precise relationship between any two variables is likely to be 
situational (i.e., dependent on other variables).36

Figure 1.4 distinguishes the universal and situational perspectives. The uni-
versal model, shown at the top of the figure, presumes a direct cause-and-effect 
linkage between variables. For example, it suggests that whenever a manager 
encounters a particular problem or situation (such as motivating employees to 
work harder), a universal approach exists (such as raising pay or increasing 
employee autonomy) that will lead to the desired outcome. The situational per-
spective, on the other hand, acknowledges that several other variables alter the 
direct relationship. In other words, the appropriate managerial action or behav-
ior in any given situation depends on elements of that situation. The field of 
organizational behavior has gradually shifted from a universal approach to a sit-
uational perspective. The situational perspective has been widely validated in 
the areas of motivation, job design, leadership, and organizational design, and it 
is becoming increasingly important throughout the entire field.

Interactionalism: People and Situations
Interactionalism is another useful perspective to help better understand behav-
ior in organizational settings. First presented in terms of interactional psychol-
ogy, this view assumes that individual behavior results from a continuous and 
multidirectional interaction between characteristics of the person and character-
istics of the situation. More specifically, interactionalism attempts to explain 
how people select, interpret, and change various situations.37 Note that the indi-
vidual and the situation are presumed to interact continuously. This interaction 
is what determines the individual’s behavior.

interactionalism
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Figure 1.4
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The interactional view implies that simple cause-and-effect descriptions of 
organizational phenomena are not enough. For example, one set of research stud-
ies may suggest that job changes lead to improved employee attitudes. Other 
studies may propose that attitudes influence how people perceive their jobs in 
the first place. Both positions probably are incomplete: Employee attitudes may 
influence job perceptions, but these perceptions may in turn influence future 
attitudes. Because interactionalism is somewhat more narrow than the systems 
and situational perspectives it will figure less prominently in the chapters that 
follow. Nonetheless, the interactional view appears to offer many promising ideas 
for future development.

MANAGING FOR EFFECTIVENESS
Earlier in this chapter, we noted that managers work toward various goals. 
We are now in a position to elaborate on the nature of these goals in detail. 
Essentially, managers and leaders generally try to direct the behaviors of people 
in their organizations in ways that promote organizational effectiveness. They 
can do this by enhancing behaviors and attitudes, promoting citizenship, min-
imizing dysfunctional behaviors, and driving strategic execution. Of course, it 
may sometimes be necessary to make trade-offs among these different kinds of 
outcomes, but in general each is seen as a critical component of organizational 
effectiveness. The sections that follow elaborate on these and other points in 
more detail.

Enhancing Individual and Team 
Performance Behaviors
First, several individual behaviors directly result from a person’s participation in 
an organization. One important behavior is productivity. A person’s productivity 
is a relatively narrow indicator of his or her efficiency and is measured in terms 
of the output created per unit of input. For example, if Bill makes 100 units of a 
product in a day and Sara makes only 90 units in a day, then, assuming that the 
units are of the same quality and that Bill and Sara make the same wages, Bill is 
more productive than Sara.

Performance, another important individual-level outcome variable, is a some-
what broader concept and is made up of all work-related behaviors. For example, 
even though Bill is highly productive, it may also be that he refuses to work 
overtime, routinely complains and expresses negative opinions about the orga-
nization at every opportunity, will do nothing unless it falls precisely within the 
boundaries of his job, calls in sick frequently, and is often late for work. Sara, on 
the other hand, may always be willing to work overtime, is a positive representa-
tive of the organization, goes out of her way to make as many contributions to the 
organization as possible, and rarely misses work. Based on this fuller and more 
complete array of behaviors, then, we might conclude that Sara actually is the 
better performer.

Another set of outcomes exists at the group and team level. Some of these 
outcomes parallel the individual-level outcomes just discussed. For example, if 
an organization makes extensive use of work teams, team productivity and per-
formance are important outcome variables. On the other hand, even if all the peo-
ple in a group or team have the same or similar attitudes toward their jobs, the 
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26 PART 1 | Introduction to Organizational Behavior

attitudes themselves are individual-level phenomena. Individuals, not groups, 
have attitudes. But groups or teams can also have unique outcomes that individ-
uals do not share. For example, as we will discuss in Chapter 7, groups develop 
norms that affect the behavior of individual group members. Groups also develop 
different levels of cohesiveness. Thus, managers need to assess both common and 
unique outcomes when considering the individual and group levels.

Enhancing Employee Commitment and 
Engagement
Another set of individual-level outcomes influenced by managers consists of 
individual attitudes. Levels of job satisfaction or dissatisfaction, organizational 
commitment, and employee engagement all play an important role in organiza-
tional behavior. Extensive research conducted on job satisfaction has indicated 
that personal factors, such as an individual’s needs and aspirations, determine 
this attitude, along with group and organizational factors, such as relationships 
with coworkers and supervisors, as well as working conditions, work policies, and 
compensation. A satisfied employee also tends to be absent less often, to make 
positive contributions, and to stay with the organization longer. In contrast, a 
dissatisfied employee may be absent more often, may experience and express 
stress that disrupts coworkers, and may be continually looking for another job. 
Contrary to what many managers believe, however, high levels of job satisfaction 
do not necessarily lead to higher levels of performance.

A person with a high level of commitment is likely to see himself or herself 
as a true member of the organization (e.g., referring to the organization in per-
sonal terms like “We make high-quality products”), to overlook minor sources of 
dissatisfaction with the organization, and to see himself or herself remaining a 
member of the organization for a long time. In contrast, a person with less orga-
nizational commitment is more likely to see himself or herself as an outsider 
(e.g., referring to the organization in less personal terms like “They don’t pay 
their employees very well”), to express more dissatisfaction about things, and to 
not see himself or herself as a long-term member of the organization.

Promoting Organizational Citizenship Behaviors
Organizational citizenship is the behavior of individuals that makes a posi-
tive overall contribution to the organization.38 Consider, for example, an employee 
who does work that is acceptable in terms of both quantity and quality. However, 
he or she refuses to work overtime, will not help newcomers learn the ropes, and 
is generally unwilling to make any contribution to the organization beyond the 
strict performance of his or her job. Although this person may be seen as a good 
performer, he or she is not likely to be seen as a good organizational citizen.

Another employee may exhibit a comparable level of performance. In addi-
tion, however, he or she will always work late when the boss asks him or her to, 
take time to help newcomers learn their way around, and is perceived as being 
helpful and committed to the organization’s success. Although his or her level of 
performance may be seen as equal to that of the first worker, he or she is also 
likely to be seen as a better organizational citizen.

The determinant of organizational citizenship behaviors is likely to be a com-
plex mosaic of individual, social, and organizational variables. For example, the 
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personality, attitudes, and needs of the individual will have to be consistent with 
citizenship behaviors. Similarly, the social context in which the individual works, 
or work group, will need to facilitate and promote such behaviors. And the orga-
nization itself, especially its culture, must be capable of promoting, recognizing, 
and rewarding these types of behaviors if they are to be maintained. Research on 
organizational citizenship suggests that it may play an important role in organi-
zational effectiveness.

Minimizing Dysfunctional Behaviors
Some work-related behaviors are dysfunctional in nature. Dysfunctional 
behaviors are those that detract from, rather than contribute to, organizational 
performance.39 Two of these that have interested managers for many years are 
absenteeism and turnover. Absenteeism is a measure of attendance. Although 
virtually everyone misses work occasionally, some people miss far more than oth-
ers. Some look for excuses to miss work and call in sick regularly just for some 
time off; others miss work only when absolutely necessary. Turnover occurs when 
a person leaves the organization. If the individual who leaves is a good performer 
or if the organization has invested heavily in training the person, this individu-
al’s departure is costly.

Other forms of dysfunctional behavior may be even more costly for an orga-
nization. Theft and sabotage, for example, result in direct financial costs for 
an organization. Sexual and racial harassment also cost an organization, both 
indirectly (by lowering morale, producing fear, and driving off valuable employ-
ees) and directly (through financial liability if the organization responds inap-
propriately). So, too, can politicized behavior, intentionally misleading others in 
the organization, spreading malicious rumors, and similar activities. Incivility 
and rudeness can result in conflict and damage to morale and the organization’s 
culture.40 Bullying and workplace violence are also growing concerns in many 
organizations. Violence by disgruntled workers or former workers results in doz-
ens of death and injuries each year.41 The factors that contribute to workplace 
violence—not to mention the factors involved in its increases 
and decreases—are difficult to pin down but of obvious 
importance to managers.

Driving Strategic Execution
Finally, another set of outcome variables exists at the 
organization level. These outcomes usually relate to stra-
tegic execution—how well managers and their employees 
understand and carry out the actions needed to achieve 
strategic goals. As before, some of these outcomes par-
allel those at the individual and group levels, but others 
are unique. For example, we can measure and compare 
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Dysfunctional behaviors in organizations generally include things like 
excessive absenteeism and incivility. Sometimes, though, employees turn 
violent. When this happens the workplace can turn into a crime scene.
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organizational productivity. We can also develop organization-level indicators 
of absenteeism and turnover. But profitability is generally assessed only at the 
organizational level.

Organizations are also commonly assessed in terms of financial performance: 
stock or share price, return on investment, growth rates, and so on. They are also 
evaluated in terms of their ability to survive and the extent to which they satisfy 
important stakeholders such as investors, government regulators, employees, 
and unions.

Clearly, then, the manager must balance different outcomes across all 
three levels of analysis. In many cases, these outcomes appear to contradict one 
another. For example, paying workers high salaries can enhance satisfaction and 
reduce turnover, but it also may detract from bottom-line performance. Similarly, 
exerting strong pressure to increase individual performance may boost short-
term profitability but increase turnover and job stress. Thus, the manager must 
look at the full array of outcomes and attempt to balance them in an optimal 
fashion. The manager’s ability to do this is a major determinant of the organiza-
tion’s success and how well it implements its business strategy.

How Do We Know What We Know?
Another important part of being an effective manager is understanding the qual-
ity of the information you use to make decisions. Not all information is accurate! 
Accordingly, it is important for you to understand the processes that have been 
used to establish our knowledge about OB, and how we know what we know. 
People sometimes believe that OB is simply a collection of common sense ideas 
because the theories can seem obvious. For example, everyone “knows” that 
having higher goals and confidence leads to better performance, more job satis-
faction leads to greater productivity, greater group cohesion will lead to higher 
group performance, and valuing rewards leads to greater motivation, right? So 
if it is all common sense, why do we need OB research? And why do we need to 
study these theories?

The answer is that common sense isn’t so common. People don’t always agree. 
If ten different people see the same leadership interaction you may find ten dif-
ferent “common sense” perspectives on what leadership is and how it works. 
Even if you don’t find ten different perspectives, you will certainly not find per-
fect agreement on the same phenomenon. Take two idioms based on so-called 
common sense: “Absence makes the heart grow fonder” and “When the cat’s away 
the mice will play.” Which one is correct? Why?

Another answer is that common sense is not always right. Findings may 
seem common sense after the research is done, but beforehand we don’t really 
know what is going on. For example, in this book, you will learn that each 
of the common sense statements made earlier is either false or conditional. 
Goals and confidence do not always work, satisfaction does not always lead to 
productivity, cohesion does not always enhance group performance, and hav-
ing valued rewards sometimes doesn’t motivate people. So it isn’t just com-
mon sense. We need science and research because it is built on careful and 
systematic testing of assumptions and conclusions. This process allows us to 
evolve our understanding of how things work and it allows us to learn when 
goals, confidence, satisfaction, cohesion, and rewards affect outcomes and why 
it happens. That is why you need to learn the theories and why you can’t just 
operate on common sense.
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Intuition 
Many people feel that they have a good understanding of other people from 
observing them all of their lives. When you want to persuade or motivate a friend 
or colleague to do something, for example, you likely use various techniques and 
tricks that have worked for you in the past. So why should you study OB?

Although we can certainly develop a good understanding of many of the 
norms, expectations, and behaviors of others by living and working with them, 
there are many things that are not well understood without more systematic 
study. Decades of research have both reinforced some of the things many peo-
ple intuitively believe and identified common misunderstandings or mispercep-
tions about OB. For example, when are different leadership approaches most 
effective? What are the advantages and disadvantages of different influence 
approaches? What goal level will best motivate someone? How important is 
employee satisfaction to job performance? Is stress always bad? The answers 
to some of these questions may surprise you and will help make you a more 
successful manager.

We encourage you to read this book with an open mind, and to not assume 
that you know all there is to know about a topic before you have studied it. Our 
goal is to help you be as effective as possible in organizations, and to help you 
create successful organizations. Help us help you succeed by being open to chal-
lenges and replacing popular but incorrect notions you may have about OB.

The Scientific Method 
Rather than relying on experience or intuition, or just assuming that ideas are 
correct because they seem to make sense, the scientific method relies on sys-
tematic studies that identify and replicate a result using a variety of methods, 
samples, and settings. Although he himself was not a distinguished scientist, 
Sir Francis Bacon popularized the scientific method, shown in Figure 1.5, in the 
1600s.42

The scientific method begins with theory, which is a collection of verbal and 
symbolic assertions that specify how and why two or more variables are related, 
and the conditions under which they should and should not relate.43 Theories 
describe the relationships that are proposed to exist among certain variables, 
when, and under what conditions. Until they are proven to be correct, theories 
are no guarantee of fact. It is important to systematically test any theory to ver-
ify that its predictions are accurate.

The second step in the scientific method is the development of hypotheses, 
or written predictions specifying expected relationships between certain vari-
ables. “Setting a specific goal will be positively related to the number of products 
assembled” is an example of a hypothesis (and, in fact, it’s usually true!). So how 
can you test this hypothesis?

Hypothesis testing can be done using a variety of research methods and sta-
tistical analyses. For our purposes, assume we collect data on our predictor, or 
independent variable, and our criterion, or dependent variable. In this hypo-
thetical case, setting a specific, difficult, achievable goal is the independent vari-
able, and the number of products assembled is our dependent variable. We identify 
a representative group of assemblers and record their goals and their performance 
during a one-hour work period. We can then analyze the correlation, abbreviated 
as r, between the two variables to test our hypothesis. The correlation reflects the 
strength of the statistical relationship between two variables. Rather than answer-
ing a question with a “yes” or “no,” the correlation answers with “how strong the 
relationship is.”

scientific method
Method of knowledge 
generation that relies on 
systematic studies that 
identify and replicate a 
result using a variety of 
methods, samples, and 
settings

theory
A collection of verbal 
and symbolic assertions 
that specify how and why 
variables are related, 
and the conditions under 
which they should and 
should not relate

hypotheses
Written predictions 
specifying expected 
relationships between 
certain variables

independent variable
The variable that is 
predicted to affect 
something else

dependent variable
The variable predicted to 
be affected by something 
else

correlation
Reflects the size and 
strength of the statistical 
relationship between two 
variables; ranges from −1 
to +1
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30 PART 1 | Introduction to Organizational Behavior

The statistical correlation ranges from −1 to +1 and so can be positive or 
negative. A correlation of 0 means that there is no statistical relationship. We 
can also imagine a correlation as a graph. As you can see from Figure 1.6, in the 
context of our example, a correlation of 0 would mean that setting a goal has no 
effect on the number of products assembled, while a correlation of +1 means that 
there is a perfect positive relationship—the higher the goal, the more products 
assembled. A correlation of +1.0 is as strong a positive relationship as we can get 
and shows that we can predict the number of products assembled perfectly from 
the level of the assembler’s goals.

As you can also see from Figure 1.6, a correlation of −1.0 is as strong a nega-
tive relationship as we can get. It would indicate that the higher an assembler’s 
goal, the lower his or her performance. A negative correlation is not necessar-
ily bad. In this case, it would simply mean that to maximize assemblers’ perfor-
mance, the manager should set lower goals (perhaps goals for lower error rates 
or faster assembly times). In reality, we virtually never see perfect +1.0 or −1.0 
correlations when it comes to people’s behavior—people are just too complicated. 
Nonetheless, being able to visualize what these relationships look like can help 
you to understand the relationships. In Figure 1.6, we also include a correlation 
of +0.30, which is more common in OB research.

The evaluation of relationships between organizational actions and outcomes 
can help organizations execute strategy more effectively and improve perfor-
mance. Texas-based Sysco, a marketer and distributor of food service products, is 
a good example. Reducing customer churn, or attrition, can improve performance 
for companies in low-margin industries like Sysco’s. Sysco maintains low fixed 
costs and periodically conducts customer and associate work-climate surveys to 
assess and correlate employee satisfaction with customer satisfaction. The com-
pany has found that customer loyalty and operational excellence are affected by 
a satisfied, productive, and committed workforce.44

High employee retention also cuts the cost of operations. Because of the 
important relationship it identified between associate satisfaction and commit-
ment, and the satisfaction of all other constituents (customers, communities, 
suppliers, and shareholders), Sysco has implemented a rigorous set of programs 
to enhance the retention and satisfaction of its employees.45

Figure 1.5
The Scientific MethodThe scientific method 

is a useful approach to 
learning more about 
organizational behavior. 
Using theory to develop 
hypotheses and then 
collecting and studying 
relevant data can help 
generate new knowledge.

D

1
Theory

3
Data

4
Verification

2
Hypotheses
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Interpreting Correlations
Figure 1.6
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Correlations between variables can range from −1 to +1. By studying correlations we can learn more about how two variable 
are related. Correlations of −1 or +1 are unusual, as is a correlation of 0. Fortunately, we can still learn a great deal from 
correlations that are statistically significant.
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A statistical research technique called meta-analysis is used to combine the 
results of many different research studies done in a variety of organizations and 
for a variety of jobs. The goal of meta-analysis is to estimate the true relation-
ship between various constructs and to determine whether the results can be 
generalized to all situations or if the relationship works differently in different 
situations.

Although meta-analysis can often give useful insights into the strength of 
the relationships between the variables in the studies included in the analysis, 
there is no guarantee that any one organization would find the same relation-
ship. This is because many situational factors exist in every organization that 
may drastically impact the strength of the relationship, including differences in 
the job context and differences in the definition of job success. It is important to 
always test hypotheses and validate theories in your own organization before 
making decisions based on them.

Global Replication 
Much of the research on organizational behavior has been done in the United 
States; however, what is true for Americans working in the United States may 
not be true for anyone else, including non-Americans working in the United 
States. Assuming that everyone in the world shares the same values, norms, and 
expectations about work is incorrect. National boundaries no longer limit many 
organizations, and many U.S. companies employ people from around the world.

In this book, the Global Issues feature in each chapter will highlight global 
issues that are relevant to the concepts we discuss. In the Global Issues feature 
in this chapter, you will learn more about how effective motivation and leader-
ship vary in different cultures.

meta-analysis
A statistical technique 
used to combine the 
results of many different 
research studies done in 
a variety of organizations 
and for a variety of jobs

G L O B A L     I S S U E S

MANAGING ACROSS CULTURES

Effective management requires flexibility and an appreciation 
that people’s expectations and values differ. The U.S. work-
force is already very diverse and is expected to become even 
more diverse in coming years. The more comfortable you are 
in tailoring your motivation and leadership efforts to the peo-
ple you want to lead, the more effective you will be as an 
employee and as a manager.

Although good pay and interesting work appear to be uni-
versally motivating,46 people from different cultures have dif-
ferent traditions, are often motivated by different things, and 
communicate in different ways.47 For example, some cultures 
communicate directly while others are more reserved. Some 
cultures put a high value on family life whereas others stress 
the importance of work. As one expert puts it, “to understand 
why people do what they do, we have to understand the cul-
tural constructs by which they interpret the world.”48 Clearly, 

motivating employees in a multinational organization is chal-
lenging, particularly if managers adopt a “one-size-fits-all” 
motivation strategy.

Cultural differences also influence the effectiveness of differ-
ent leadership behaviors.49 Effective leadership behaviors are 
determined by the roles of expectations, norms, and traditions 
in the particular society. Managers supervising employees from 
different cultures must recognize these differences and adapt 
their behaviors and relationships accordingly. For example, 
societies such as the United States, Sweden, and Germany 
have small variation in the distribution of power across super-
visors and employees, but others such as Japan and Mexico 
have a large power difference. If employees feel that large 
power differences are legitimate and appropriate, they may be 
uncomfortable if their supervisor tries to reduce the expected 
power difference by acting more friendly and accessible.
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THE FRAMEWORK OF THE BOOK
Figure 1.7 presents the framework around which our book is organized. As you 
can see, we suggest that organizations and the behaviors of the people who com-
prise them all function within an environment context. Both this chapter and 
Chapter 2 help establish the key elements of this context. At the center of the 
framework, we also note several important factors that determine whether or 
not managers and organizations are effective. These factors, discussed earlier in 
this chapter, involve enhancing performance behaviors, enhancing commitment 
and engagement, promoting citizenship behaviors, and minimizing dysfunctional 
behaviors.

Operating between the environmental context and the indicators of effectiveness 
are four sets of factors. One set of factors relate to individuals and include individual 

Organizational Behavior Framework
Figure 1.7

How does the
environment matter?

How does the
environment matter?

What makes managers
and organizations effective?
• Enhancing performance
 behaviors
• Enhancing commitment and
 engagement
• Promoting citizenship
 behaviors
• Minimizing dysfunctional
 behaviors

Why do individuals
do what they do?
• Individual 
 characteristics
• Individual values,
 perceptions, and
 reactions
• Motivating behavior
• Motivating behavior
 with work and
 rewards

Why do groups and
teams do what they
do?
• Groups and teams
• Decision making and
 problem solving
• Communication
• Conflict and
 negotiation

Why does leadership
matter?
• Traditional leadership
 approaches
• Modern leadership
 approaches
• Power, influence, and
 politics

How do 
organizational
characteristics
influence
effectiveness?
• Organization structure
 and design
• Organization culture
• Change management

An array of environmental, individual, group and team, leadership, and organizational characteristics impact organizational 
behavior. If managers understand these concepts and characteristics they can better promote organizational effectiveness.
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34 PART 1 | Introduction to Organizational Behavior

characteristics, individual values, perceptions, and reactions, motivation concepts 
and models, and the role of work and reward in tapping those motivation concepts 
and models. The four chapters in Part 2 of the book discuss these factors in detail.

A second set of factors that determine effectiveness involves groups and 
teams. Special considerations here are the role of groups and how organizations 
use teams, decision-making and problem-solving processes, communication, and 
conflict and negotiation. Part 3 includes four chapters that explore these factors.

Leadership is also of great importance in determining organizational effec-
tiveness. Traditional leadership models; modern leadership approaches; power, 
influence, and politics; and conflict and negotiation are all important aspects of 
leadership and are covered in detail in Part 4.

Finally, several factors associated with the organization itself also impact effec-
tiveness. Organization structure, design, and culture and how the organization man-
ages change are the central elements of importance and are the subject of Part 5.

We believe that this framework will serve as a useful roadmap for you as you 
learn about organizational behavior. The framework will be reintroduced at the 
beginning of each part in the book. We will use it to both remind you of where our 
discussion has taken us and where we are headed next.

SUMMARY AND APPLICATION

Organizational behavior is the study of human behavior in organizational settings, 
the interface between human behavior and the organization, and the organization 
itself. The study of OB is important because organizations have a powerful influ-
ence on our lives. It also directly relates to management in organizations. Indeed, 
by its very nature, management requires an understanding of human behavior to 
help managers better comprehend behaviors at different organizational levels, at the 
same organizational level, in other organizations, and in themselves.

A manager’s job can be characterized in terms of four functions. These 
basic managerial functions are planning, organizing, leading, and controlling. 
Planning is the process of determining the organizations’ desired future posi-
tion and deciding how best to get there. Organizing is the process of designing 
jobs, grouping jobs into manageable units, and establishing patterns of authority 
among jobs and groups of jobs. Leading is the process of motivating members of 
the organization to work together toward the organization’s goals. Controlling is 
the process of monitoring and correcting the actions of the organization and its 
people to keep them headed toward their goals.

Why is it that some people rise in organizations despite being only average 
accountants, marketers, researchers, and so on? Often the answer is that those 
people know how to interact effectively with other people. Effective interaction 
with people is critical for advancement in organizations, and often for effective 
job performance. Being able to understand what people think and feel, knowing 
how to persuade and motivate others, and knowing how to resolve conflicts and 
forge cooperation are among the most important skills of successful leaders.50 
“People skills” are often what make the difference between an average and an 
excellent performer in almost any job.

This book can help you better understand yourself, understand organizations, 
understand the role of organizational behavior in your personal career success, and 
improve your OB skills. All we can do, however, is make these things possible: You 
need to make them happen. We encourage you to stay open-minded and receptive 
to new ideas and to information that disconfirms some of your current assumptions 
about people, organizations, and management. By studying the chapters and putting 
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some thought into how you can use various concepts in different situations, you will 
be taking an important step in advancing your career.

Between 1998 and 2018, Google grew from a 

two-person startup to employing over 50,000 peo-

ple51 in more than 40 countries.52 This rapid growth 

presented tremendous challenges in integrating new 

employees while motivating them to be innovative, 

productive, and loyal to the fast growing company.53 

To maximize employee innovation, trust, and loyalty, 

Google’s founders researched other organizations that 

had histories of caring for their people, driving extraor-

dinary innovation, and building great brands. Visiting 

with executives at the SAS Institute, frequently ranked 

as the best multinational company to work for by the 

Great Place to Work Institute, reinforced the founders’ 

belief that people thrive in and are loyal to their jobs 

when they feel fully supported and authentically val-

ued.54 This understanding led to the development of a 

culture anchored by trust, transparency, and inclusion.

Google is now known for offering its employees 

a wide variety of perks to help its employees be 

more effective at work, including free organic food 

and snacks, free fitness classes and gyms, and the 

ability to bring pets to work.55 Google regularly sur-

veys employees about their managers, using the infor-

mation to publicly recognize the best ones and give 

the worst managers intensive coaching and support 

that helps 75 percent of them improve within three 

months.56 Google also hires smart, ambitious people 

who share the company’s goals and vision and main-

tains an open culture in which employees feel comfort-

able sharing opinions and ideas. In weekly meetings, 

Google employees can even ask questions directly to 

executives including founders Page and Brin about 

company issues.57 Google’s proactive efforts to be 

an engaging and inspiring place for its employees 

has both helped the company succeed and made it 

a staple on various “most desired employer” lists, 

including being named the #1 Best Place to Work by 

Fortune in 2017.58

REAL-WORLD RESPONSE
MANAGING GROWTH AT GOOGLE

DISCUSSION QUESTIONS

1. What do you think are the most important things a manager does? Is how a 
manager does these things also important? Why or why not?

2. Some people have suggested that understanding human behavior at work is 
the single most important requirement for managerial success. Do you agree 
or disagree with this statement? Why?
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36 PART 1 | Introduction to Organizational Behavior

3. The chapter identifies four basic managerial functions. Based on your own 
experiences and observations, provide an example of each function.

4. Why will learning about OB help you to get a better job and a better career 
and be a better manager?

5. Some people believe that individuals working in an organization have basic 
human rights to satisfaction with their work and to the opportunity to grow 
and develop. How would you defend this position? How would you argue 
against it?

6. Think of something that you believe leads to employee productivity based on intu-
ition that may not prove to be true if tested systematically. Now apply the scien-
tific method and describe how you might test your theory.

UNDERSTAND YOURSELF EXERCISE

Global Mindset
This chapter’s Understand Yourself feature gives you the chance to self-assess 
your global mindset. Global mindset reflects how well we influence people, 
groups, and organizations from a variety of backgrounds and cultures. The abil-
ity to work effectively with people from many parts of the world will help you 
to perform well on the job and advance your career faster. After completing the 
self-assessment, answer the following questions:

 1. Do you think that your score accurately reflects your global mindset? 
Why or why not? What, if anything, is missing from the assessment?

 2. How do you think that having a higher global mindset will help you to be 
a better manager and leader? How can this characteristic help you suc-
ceed in your career?

 3. What might you do in the next year to increase your global mindset? 
Identify and discuss three specific behaviors, activities, or other things 
that increase your global mindset.

GROUP EXERCISE

Managing a Successful Restaurant
Form groups of three to five students. Imagine that you are all managers in a 
local restaurant (your group can choose the name). There are many restaurants 
in town, making it a competitive business. Your food is good, but so is the food at 
many other dining options in town. You recognize that providing high-quality, 
friendly service and having actively engaged employees is going to make the dif-
ference between your restaurant’s success and failure.

Your management team decides to first address organizational citizenship 
and employee engagement as drivers of high-quality customer service. After all, 
employees who are not engaged and who are unwilling to engage in citizenship 
behaviors are less likely to contribute to your desired culture of providing great 
customer service and a friendly atmosphere. First think independently about what 
your restaurant can do to enhance the engagement and citizenship behaviors of 
your employees. Then share your ideas with the group and identify your top three 
suggestions for the restaurant. Be ready to share your ideas with the class.
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Your management team next decides that it will be important to minimize 
dysfunctional employee behaviors if the restaurant is to succeed. Behaviors 
including theft, harassment, rumor spreading, absenteeism, and high turnover 
will hurt the restaurant’s finances, negatively affect morale, and weaken your 
team’s ability to provide quality customer service. First think independently 
about what your restaurant can do to minimize the occurrence of these destruc-
tive behaviors. Then share your ideas with the group and identify your top three 
suggestions for the restaurant. Be ready to share them with the class.

42502_ch01_ptg01_001-039.indd   37 18/12/18   10:42 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



38 PART 1 | Introduction to Organizational Behavior

ENDNOTES
1Our History in Depth. Google.com. Available online: http://www 
.google.com/about/company/history/ (accessed February 6, 2018).
2Shontell, A. (2011, May 4). 13 Unusual Ways Sergey Brin and 
Larry Page Made Google the Company to Beat. Business Insider. 
Available online: http://www.businessinsider.com/history-sergey 
-brin-larry-page-and-google-strategy-2011-3#and-celebrated 
-tgif-12 (accessed on February 6, 2018).
3For a classic discussion of the meaning of organizational behav-
ior, see Cummings, L. (1978, January). Toward Organizational 
Behavior. Academy of Management Review, 90–98. See also 
Nicholson, N., Audia, P., & Pillutla, M. (eds.) (2005). The Blackwell 
Encyclopedia of Management: Organizational Behavior (Vol. 11). 
London: Blackwell Publishing.
4Lubit, R. (2004, March/April). The Tyranny of Toxic Managers: 
Applying Emotional Intelligence to Deal with Difficult 
Personalities. Ivey Business Journal. Available online: http://
iveybusinessjournal.com/publication/the-tyranny-of-toxic 
-managers-an-emotional-intelligence-approach-to-dealing 
-with-difficult-personalities/.
5Javidan, M., Steers, R. M., & Hitt, M. A. (2007). The Global 
Mindset, Advances in International Management (Vol. 19). New 
York: Elsevier.
6Story, J. S. P., & Barbuto, J. E. (2011). Global Mindset: A 
Construct Clarification and Framework. Journal of Leadership & 
Organizational Studies, 18(3), 377–384.
7Dumaine, B. (1995, August). Don’t Be an Ugly American 
Manager. Fortune, 225.
8Javidan, M., Steers, R. M., & Hitt, M. A. (2007). The Global 
Mindset, Advances in International Management (Vol. 19). New 
York: Elsevier.
9Arora, A., Jaju, A., Kefalas, A. G., & Perenich, T. (2004). An 
Exploratory Analysis of Global Managerial Mindsets: A Case 
of U.S. Textile and Apparel Industry. Journal of International 
Management, 10, 393-411.
10Lane, H. W., Maznevski, M., & Dietz, J. (2009). International 
Management Behavior: Leading with a Global Mindset (6th ed.). 
Sussex, UK: John Wiley & Sons.
11Warren, K. (2009). Developing Employee Talent to Perform, eds. 
J. M. Phillips & S. M. Gully. New York: Business Expert Press.
12Pfeffer, J. (2003). Business and the Spirit: Management 
Practices That Sustain Values. In Handbook of Workplace 
Spirituality and Organizational Performance, eds. R. A. Giacolone 
and C. L. Jurkiewicz (pp. 29–45). New York: M. E. Sharpe Press; 
and Ulrich, D., & Smallwood, N. (2003). Why the Bottom Line 
Isn’t! How to Build Value through People and Organization. New 
Jersey: John Wiley & Sons.
13The World’s Most Admired Companies, (Fortune, May 22, 2018, 
pp. 75–86.)
14Katz, R. L. (1987, September-October). The Skills of an Effective 
Administrator. Harvard Business Review, 90–102; see also 
Hansen, M., Ibarra, H., & Peyer, U. (2010, January–February). 
The Best-Performing CEOs in the World. Harvard Business 
Review, May-June 2018, 90-104.
15SBC Chief Says Deal Preserves an “Icon.” (2005, February 1). 
USA Today, 1B, 2B.
16Walmart Says It’s Giving 500,000 U.S. Workers Pay Raises. 
(2015, February 19). Los Angeles Times, 9B.

17Jack Welch speech to the Economic Club of New York, Detroit, 
May 16, 1994.
18Treacy, M., & Wiersema, F. (1997). The Discipline of Market 
Leaders. New York: Perseus Books.
19Lado, A. A., Boyd, N. G., & Wright, P. (1992). A Competency-
Based Model of Sustainable Competitive Advantage: Toward a 
Conceptual Integration. Journal of Management, 18, 77–91.
20Worrell, D. (2011). Higher Salaries: Costco’s Secret Weapon. 
Allbusiness.com. Available online: http://www.allbusiness.com 
/staffing-hr/16745820-1.html.
21Porter, M. E. (1985). Competitive Advantage. New York: Free 
Press.
22Porter, M. E. (1985). Competitive Advantage. New York: Free 
Press; and Porter, M. E. (1998). Competitive Strategy: Techniques 
for Analyzing Industries and Competitors. New York: Free Press.
23Beatty, R. W., & Schneier, C. E. (1997). New HR Roles to Impact 
Organizational Performance: From “Partners” to “Players.” 
Human Resource Management, 36, 29–37; Deloitte & Touche, LLP. 
(2002). Creating Shareholder Value through People: The Human 
Capital ROI Study. New York; and Treacy, M., & Wiersema, F. 
(1993). Customer Intimacy and Other Value Disciplines. Harvard 
Business Review, 71, 84–94.
24Beatty, R. W., & Schneier, C. E. (1997). New HR Roles to Impact 
Organizational Performance: From “Partners” to “Players.” 
Human Resource Management, 36, 29–37; Deloitte & Touche, LLP. 
(2002). Creating Shareholder Value through People: The Human 
Capital ROI Study. New York; and Treacy, M., & Wiersema, F. 
(1993). Customer Intimacy and Other Value Disciplines. Harvard 
Business Review, 71, 84–94.
25Pieterse, A. N., van Knippenberg, D., Schippers, M., & Stam, 
D. (2010). Transformational and Transactional Leadership  
and Innovative Behavior: The Moderating Role of Psychological 
Empowerment. Journal of Organizational Behavior, 31,  
609–623.
26Groth, M., & Goodwin, R. E. (2011). Customer Service. In 
APA Handbook of Industrial and Organizational Psychology: 
Maintaining, Expanding, and Contracting the Organization, 
ed. S. Zedeck (Vol. 3, pp. 329–357). Washington, DC: American 
Psychological Association.
27Beatty, R. W., & Schneier, C. E. (1997). New HR Roles to Impact 
Organizational Performance: From “Partners” to “Players.” 
Human Resource Management, 36, 29–37; Deloitte & Touche, LLP. 
(2002). Creating Shareholder Value through People: The Human 
Capital ROI Study. New York; and Treacy, M., & Wiersema, F. 
(1993). Customer Intimacy and Other Value Disciplines. Harvard 
Business Review, 71, 84–94.
28Weber, Y., & Fried, Y. (2011). Guest Editors’ Note: The Role of 
HR Practices in Managing Culture Clash during the Postmerger 
Integration Process. Human Resource Management, 50, 565–570.
29Adapted from Taylor, F. W. (1911). The Principles of Scientific 
Management. New York: Harper & Brothers.
30Spender, J. C., & Kijne, H. (1996). Scientific Management: 
Frederick Winslow Taylor’s Gift to the World? Boston: Kluwer.
31Mayo, E. (1945). The Social Problems of an Industrial 
Civilization. Boston: Harvard University Press.
32Organ, D. W. (2002, March–April). Elusive Phenomena. 
Business Horizons, 1–2.

42502_ch01_ptg01_001-039.indd   38 18/12/18   10:42 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 1 | An Overview of Organizational Behavior 39

33Deming, W. E. (1986). Out of the Crisis. Boston: Massachusetts 
Institute of Technology.
34Deming, W. E. (1986). Out of the Crisis (p. 315). Boston: 
Massachusetts Institute of Technology.
35Kast, F., & Rosenzweig, J. (1972, December). General Systems 
Theory: Applications for Organization and Management. 
Academy of Management Journal, 447–465.
36For a classic overview and introduction, see Kast, F., & 
Rozenzweig, J. (eds.). (1973). Contingency Views of Organization 
and Management. Chicago: Science Research Associates.
37Terborg, J. (1981, October). Interactional Psychology and 
Research on Human Behavior in Organizations. Academy of 
Management Review, 569–576; Schneider, B. (1983). Interactional 
Psychology and Organizational Behavior. In Research in 
Organizational Behavior, eds. L. Cummings & B. Staw (Vol. 5, 
pp. 1–32). Greenwich, CT: JAI Press; and Turban, D. B., & Keon, 
T. L. (1993). Organizational Attractiveness: An Interactionist 
Perspective. Journal of Applied Psychology, 78(2), 184–193.
38For recent findings regarding this behavior, see Podsakoff, P. 
M., MacKenzie, S. B., Paine, J. B., & Bacharah, D. G. G. (2000). 
Organizational Citizenship Behaviors: A Critical Review of 
the Theoretical and Empirical Literature and Suggestions for 
Future Research. Journal of Management, 26(3), 513–563; see 
also Organ, D. W., Podsakoff, P. M., & Podsakoff, N. P. (2010). 
Expanding the Criterion Domain to Include Organizational 
Citizenship Behavior: Implications for Employee Selection. In 
Handbook of Industrial and Organizational Psychology: Selecting 
and Developing Members for the Organization, ed. S. Zedeck 
(Vol. 2, pp. 281–323). Washington, DC: American Psychological 
Association; see also Gabriel, A. S., Koopman, J., Rosen, C. C., 
and Johnson, R. E. (2018). Helping Others or Helping Yourself? 
An Episodic Examination of the Behavioral Consequences of 
Helping at Work. Personnel Psychology, 71(1), 85–108.
39Griffin, R., & Lopez, Y. (2005). “Bad Behavior” in Organizations: 
A Review and Typology for Future Research. Journal of 
Management, 31(6), 988–1005.
40For an illustration, see Lim, S., Cortina, L. M., & Magley, V. J. 
(2008). Personal and Workgroup Incivility: Impact on Work and 
Health Outcomes. Journal of Applied Psychology, 93(1), 95–107.
41See O’Leary-Kelly, A., Griffin, R. W., & Glew, D. J. (1996, 
January). Organization-Motivated Aggression: A Research 
Framework. Academy of Management Review, 225–253. See also 
Douglas, S. C., Kiewitz, C., Martinko, M. J., Harvey, P., Kim, Y., 
& Chun, J. U. (2008). Cognitions, Emotions, and Evaluations: 
An Elaboration Likelihood Model for Workplace Aggression. 
Academy of Management Review, 33(2), 425–451; and Barclay, 
L. J., & Aquino, K. (2010). Workplace Aggression and Violence. 
In Handbook of Industrial and Organizational Psychology: 
Maintaining, Expanding, and Contracting the Organization, 
ed. S. Zedeck (Vol. 3, pp. 615–640). Washington, DC: American 
Psychological Association.
42Bacon, F., Silverthorne, M., & Jardine, L. (2000). The New 
Organon. Cambridge, UK: Cambridge University Press.
43Campbell, J. P. (1990). The Role of Theory in Industrial and 
Organizational Psychology. In Handbook of Industrial and 

Organizational Psychology, eds. M. D. Dunnette and L. M. Hough 
(Vol. 1, pp. 39–74). Palo Alto, CA: Consulting Psychologists Press.
44Carrig, K., & Wright, P. M. (2007, January). Building Profit 
through Building People. Workforce Management. Available 
online: http://www.workforce.com/section/09/feature/24/65/90 
/index.html.
45Carrig, K., & Wright, P. M. (2007, January). Building Profit 
through Building People. Workforce Management. Available 
online: http://www.workforce.com/section/09/feature/24/65/90 
/index.html.
46Festing, M., Engle, A. D. Sr., Dowling, P. J., & Sahakiants, I. 
(2012). Human Resource Management Activities: Pay and 
Rewards. In Handbook of Research on Comparative Human 
Resource Management, eds. C. Brewster & W. Mayrhofer  
(pp. 139–163). Northampton, MA: Edward Elgar Publishing.
47Forstenlechner, I., & Lettice, F. (2007). Cultural Differences 
in Motivating Global Knowledge Workers. Equal Opportunities 
International, 26(8), 823–833.
48D’Andrade, R. G., & Strauss, C. (1992). Human Motives and 
Cultural Models (p. 4). Cambridge, UK: Cambridge University 
Press.
49Ayman, R., & Korabik, K. (2010). Leadership: Why Gender and 
Culture Matter. American Psychologist, 65, 157–170.
50Lubit, R. (2004, March/April). The Tyranny of Toxic Managers: 
Applying Emotional Intelligence to Deal with Difficult 
Personalities. Ivey Business Journal. Available online.
51Number of Full-Time Google Employees from 2007 to 2014. 
(2015). Statista. Available online: http://www.statista.com 
/statistics/273744/number-of-full-time-google-employees/.
52Google Locations. Google. Available online: https://www.google 
.com/about/company/facts/locations/.
53Crowley, M. C. (2013, March 21). Not a Happy Accident: 
How Google Deliberately Designs Workplace Satisfaction. 
Fast Company. Available online: http://www.fastcompany 
.com/3007268/where-are-they-now/not-happy-accident-how- 
google-deliberately-designs-workplace-satisfaction.
54Crowley, M. C. (2013, March 21). Not a Happy Accident: 
How Google Deliberately Designs Workplace Satisfaction. 
Fast Company. Available online: http://www.fastcompany.
com/3007268/where-are-they-now/not-happy-accident-how- 
google-deliberately-designs-workplace-satisfaction.
55D’Onfro, J., & Smith, K. (2014, July 1). Google Employees 
Reveal Their Favorite Perks about Working for the Company. 
Business Insider. Available online: http://www.businessinsider 
.com/google-employees-favorite-perks-2014-7?op=1.
56Google’s Secrets of Innovation: Empowering Its Employees. 
(2013, March 29). Forbes. Available online: http://www.forbes 
.com/sites/laurahe/2013/03/29/googles-secrets-of-innovation 
-empowering-its-employees/.
57Our Culture. Google. Available online: http://www.google.com 
/about/company/facts/culture/.
58Glassdoor Employees’ Choice Award Winners Revealed: Google #1 
Best Place to Work in 2017. (2017, December 12). Glassdoor.com.

42502_ch01_ptg01_001-039.indd   39 18/12/18   10:42 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



THE CHANGING ENVIRONMENT  
OF ORGANIZATIONS2

C H A P T E R 

Real-World Challenge: Global Diversity at 
Coca-Cola
DIVERSITY AND BUSINESS

Types of Diversity
Trends in Diversity
Generational Differences
Diversity Issues for Managers

Case Study: Diversity at Wegmans
GLOBALIZATION AND BUSINESS

Trends in Globalization
Cultural Competence

Improve Your Skills: Understanding Your 
Culture
Global Issues: Cultural Etiquette Quiz

Cross-Cultural Differences and 
Similarities
Global Perspective

Understand Yourself: Global Perspective
TECHNOLOGY AND BUSINESS

Manufacturing and Service 
Technologies

Technology and Competition
Information Technology and Social 
Media

ETHICS AND CORPORATE GOVERNANCE
Framing Ethical Issues
Ethical Issues in Corporate  
Governance
Ethical Issues and Information 
Technology
Corporate Social Responsibility

NEW EMPLOYMENT RELATIONSHIPS
The Management of Knowledge 
Workers
Outsourcing and Offshoring
Temp and Contingent Workers
Tiered Workforce
The Changing Nature of Psychological 
Contracts

SUMMARY AND APPLICATION
Real-World Response: Global Diversity at 
Coca-Cola

After studying this chapter, you should be able to:

1 Describe the nature of diversity in organizations.

2 Describe the different types of diversity and barriers to inclusion that exist in the 
workplace.

3 Discuss the emergence of globalization and cross-cultural differences and similarities.

4 Discuss the changing nature of technology and its impact on business.

5 Describe emerging perspectives on ethics and corporate governance.

6 Discuss the key issues in new employment relationships.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S

42502_ch02_ptg01_040-080.indd   40 18/12/18   10:48 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



REAL-WORLD CHALLENGE

GLOBAL DIVERSITY AT COCA-COLA

With over 100,300 global employees, and around a third of them outside of the United 

States, beverage giant The Coca-Cola Company is a global business that operates in a 

multicultural world both in the workplace and in the marketplace. The company recognizes 

that its ability to thrive in a multicultural world is both critical to its financial performance 

and consistent with its values.1 Accordingly, diversity is recognized by Coca-Cola as an 

important component of their vision for the company in 2020.2 As Coca-Cola’s Chairman 

Muhtar Kent said, “The real power of diversity is the incredible synergies that result when 

different people and cultures come together united behind a common goal of winning and 

creating shared value. Extraordinary things truly happen.”3

The Coca-Cola Company also understands, however, that although it has been recog-

nized as a diversity leader, there is always more it can do. Imagine that the company’s 

leaders ask you for advice on how to build a diverse and inclusive workforce that allows it 

to leverage the potential of its diverse employees to enhance the company’s performance. 

After reading this chapter, what would you tell them?

AFRICA STUDIO/SHUTTERSTOCK.COM
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42 PART 1 | Introduction to Organizational Behavior

The environment of all organizations is changing at an unprecedented rate. 
People work in more different ways and places than in the past, the workplace 
is increasingly diverse, ethical challenges are a constant issue, and globaliza-
tion is commonplace. Indeed, in some industries, such as consumer electronics, 
popular entertainment, and information technology, the speed and magnitude of 
change are truly breathtaking. YouTube, for instance, uploads over 400 hours of 
new video footage every hour. And it’s only been during the last decade or two 
that smartphone technologies, Facebook, and other forms of social networking 
have become commonplace.

Even industries characterized by what have traditionally been viewed as 
stable and predictable environments, such as traditional retail and heavy man-
ufacturing, also face sweeping environmental changes today. Understanding 
and addressing the environment of a business has traditionally been the pur-
view of top managers. But in truth the effects of today’s changing environment 
permeate the entire organization. Hence, to truly understand the behavior of 
people in organizational settings, it is necessary to understand the changing 
environment of business.4 This chapter is intended to provide the framework 
for such understanding. Specifically, as illustrated in Figure 2.1, we intro-
duce and examine five of the central environmental forces for change faced 
by today’s managers: diversity, globalization, technology, ethics and corporate 

Figure 2.1
The Changing Environment of Business

Globalization

Diversity

Technology
Ethics

and Corporate 
Governance

Employment
Relationships

The Organization

The Environment

The changing 
environment of 
business presents both 
opportunities and 
challenges for managers 
today. Five important 
environmental forces are 
globalization, diversity, 
technology, ethics and 
corporate governance, 
and new employment 
relationships.
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Diversity is increasingly common in organizations. Consider, for  
instance, all of the surface-level examples of diversity illustrated  
in this business meeting. In addition, there are also many forms  
of deep-level diversity that cannot even be observed.

governance, and new employment relationships. An understanding of these 
forces will then set the stage for our in-depth discussion of contemporary orga-
nizational behavior.

DIVERSITY AND BUSINESS
Diversity is a major part of the changing environment of business. Diversity 
refers to the variety of observable and unobservable similarities and differences 
among people. Some differences, such as gender, race, and age, are often the first 
diversity characteristics to come to mind. But diversity is much more than demo-
graphics and can reflect myriad combinations of characteristics rather than a 
single attribute. Each individual also has a variety of characteristics, and com-
binations of them can result in diversity. We begin our discussion of diversity by 
examining some of the many types of diversity relevant to organizations.

Types of Diversity
Have you ever met someone, thought he or she was different from you, and then 
learned that the two of you actually had a lot in common? This reflects two 
types of diversity: surface-level diversity and deep-level diversity. Surface-level 
diversity refers to observable differences in people, including race, age, ethnic-
ity, physical abilities, physical characteristics, and gender. Surface-level diversity 
reflects characteristics that are observable and known about people as soon as 
you see them.

Deep-level diversity refers to individual differences that cannot be seen 
directly, including goals, values, personalities, decision-making styles, knowl-
edge, skills, abilities, and attitudes. These “invisible” characteristics in others 
take more time to learn about, but can have stronger effects on group and orga-
nizational performance than surface-level characteristics. Even pay differences5 
in a group and differences based on rank or power can affect group processes and 
performance.6

Two prominent diversity researchers, David Harrison and Katherine Klein, 
have identified three other types of within-group diversity that 
reflect different types of deep-level  diversity:7 
Separation diversity refers to differences in 
position or opinion among group members reflect-
ing disagreement or opposition—dissimilarity  
in an attitude or value, for example, especially 
with regard to group goals or processes. Variety 
diversity exists when there are meaningful dif-
ferences in a certain type or category, including 

diversity
The variety of observable 
and unobservable 
similarities and 
differences among people

surface-level diversity
Observable differences 
in people, including 
race, age, ethnicity, 
physical abilities, physical 
characteristics, and gender

deep-level diversity
Individual differences 
that cannot be seen 
directly, including goals, 
values, personalities, 
decision-making styles, 
knowledge, skills, 
abilities, and attitudes

separation diversity
Differences in position 
or opinion among group 
members reflecting 
disagreement or 
opposition—dissimilarity 
in an attitude or value, for 
example, especially with 
regard to group goals or 
processes

variety diversity
Differences in a certain 
type or category, 
including group members’ 
expertise, knowledge, or 
functional background
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44 PART 1 | Introduction to Organizational Behavior

group members’ expertise, knowledge, or functional 
background. Finally, disparity diversity reflects dif-
ferences in the concentration of valuable social assets 
or resources—dissimilarity in rank, pay, decision-mak-
ing authority, or status, for instance.

To illustrate these three types of diversity, consider 
three six-member teams, each of which is responsible 
for generating a new product idea. Team Separation’s 
diversity is in their attitudes toward the best approach 
to use. Half of the team prefers creative brainstorming 
while the other half prefers basing the product on objec-
tive, data-based customer analysis. Members of Team 
Variety vary in their functional areas of expertise. One is 
a marketing professional, one a materials specialist, and 
the others represent manufacturing, product safety, adver-
tising, and law. Lastly, members of Team Disparity vary in 
their rank in the organization. One member of the team is 
a vice president, two are mid-level managers, and three are 
lower-level employees. The diversity in each team is obvi-
ous, yet you can imagine how the effects of the diversity will 
likely differ across each team. Table 2.1 summarizes these 
five types of diversity.

The two people working in the top photo reflect several examples 
of surface-level diversity while the two individuals in the bottom 
photo would appear to be considerably less diverse. Of course, 
when we take into account deep-level diversity the two people in 
the top photo might be more similar than we think, and the two 
people in the bottom photo may be more different than we think.

Five Types of Diversity
Table 2.1

 1. Surface-level diversity: observable differences in people, including gender, race, age, ethnicity,  
and physical abilities

 2. Deep-level diversity: individual differences that cannot be seen directly, including goals, 
values, personalities, decision-making styles, knowledge, and attitudes

 3. Separation: differences in position or opinion among group members reflecting disagree-
ment or opposition, especially with regard to group goals or processes—dissimilarity in an 
attitude or value, for example (a type of deep-level diversity)

 4. Variety: differences in a certain type or category, including group members’ expertise, 
knowledge, or functional background (a type of deep-level diversity)

 5. Disparity: differences in the concentration of valuable social assets or resources—including 
dissimilarity in rank, pay, decision-making authority, or status (a type of deep-level diversity)
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Trends in Diversity
As the great U.S. baseball manager Yogi Berra once observed, “It’s tough to make 
predictions, especially about the future.” Nonetheless, some short-term demo-
graphic trends are strong enough to suggest that the changing demographic mix 
in the workforce will continue to increase the importance of understanding and 
leveraging diversity. For example, the ethnic and cultural mix of the U.S. work-
force is changing in fairly predictable ways, with general trends toward greater 
diversity. The Census Bureau projects that by 2020, the U.S. workforce will con-
sist of 62.3 percent White non-Hispanics, 18.6 percent Hispanics, 12 percent 
Blacks, and 5.7 percent Asians. Longer-term U.S. demographic projections fur-
ther highlight the increasingly diverse character of the United States.8

• The population is projected to become older. By 2030, one in five people will 
be sixty-five or over (we discuss age diversity in our next section).

• By 2050, the total population is forecasted to grow from 282.1 million in 2000 to 
419.9 million, a 49 percent increase. (This in sharp contrast to most European 
countries, whose populations are expected to decline by 2050.)

• Non-Hispanic Whites are expected to decrease from the current 69.4 percent of 
the total population to 50.1 percent by 2050.

• People of Hispanic origin (of any race) are projected to increase from 35.6  million 
in 2002 to 102.6 million in 2050, an increase of 188 percent. This would nearly 
double the Hispanic share of the nation’s population, from 12.6 percent to 
24.4 percent.

• The Black population is projected to rise from 35.8 million in 2000 to 61.4  million 
in 2050, an increase of about 26 million or 71 percent. This would increase the 
Black share of the population to 14.6 percent from 12.7 percent.

• The Asian population is forecasted to grow by 213 percent, from 10.7 million 
in 2000 to 33.4 million in 2050. This would double the Asian share of the pop-
ulation from 3.8 percent to 8 percent.

Non-Whites are expected to make up half of the working-age population in 
2039 and more than 55 percent in 2050—up from 34 percent today. On the other 
hand, although the Bureau of Labor Statistics reported as early as 1996 that 
almost half of all management positions in the United States were held by White 
men, diversity remains elusive in the top jobs. In 2017, only 23 of the Fortune 
500 CEOs were minorities, and White people held 82.5 percent of total seats on 
corporate boards of directors.

Many countries and regions face talent shortages at all levels, and those 
gaps are expected to worsen. By 2040, Europe is forecast to have a shortfall of 24 
million workers aged fifteen to sixty-five; raising the proportion of women in the 
workplace to that of men would cut the gap to 3 million. In the United States, the 
retirement of the baby boomer generation will probably mean the loss of large 
numbers of senior-level employees in a short period of time; nearly one-fifth of 
the working-age population (sixteen and older) of the United States was aged 
sixty-five or older in 2016.9

Talent shortages are forecast to rise globally. In the United Kingdom, 
male-dominated sectors with a shortage of workers include engineering, IT, and 
skilled trades—yet 70 percent of women with science, engineering, or technol-
ogy qualifications are not working in these fields.10 Pursuing diversity can allow 
firms to attract and retain scarce talent as well as reach other business goals. 
One European Commission study showed that 58 percent of companies with 
diversity programs reported higher productivity, improved employee motivation 
and greater efficiency and 62 percent said that the programs helped to attract 

disparity diversity
Differences in the 
concentration of 
valuable social assets or 
resources—dissimilarity 
in rank, pay, decision-
making authority, or 
status, for example
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and retain top talent.11 Indeed, today’s war for talent 
is global, making recruiting and retaining a diverse 
workforce a more competitive business issue than 
ever.

Generational Differences
As noted above, age-based diversity is a major issue 
facing many organizations today. Figure 2.2 provides 

a clear indicator of why this is true. Specifically, the U.S. Bureau of Labor 
Statistics shows a dramatic increase in workers age sixty-five and older during 
the last decade alone. This obviously increases the need for succession planning 
at many organizations to ensure the continuity of leadership. Due to the aging of 
the U.S. workforce, and to the clearly differentiated characteristics of the gener-
ations that comprise it (discussed next), firms are also paying more attention to 
how workers of different ages work together.

For instance, work teams are often age diverse, and it is increasingly likely 
that an older employee will report to a younger supervisor. A survey conducted 

Effective diversity management plays a key role in attracting and 
retaining talent. By being as inclusive as possible organizations 
can attract, retain, and capitalize on the abilities of high-talent 
people, regardless of their age, gender, ethnicity, or religion.

Figure 2.2
Percentage Change in the U.S. Labor Force by Age from 2006 to 2016
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The labor force in the 
United States is getting 
older. For example, as 
shown here, between 
2006 and 2016 the 
number of U.S. workers 
between the ages of 
65 and 74 grew by 
83.4 percent, and the 
percentage of workers 
75 and older grew by 
84.3 percent. In contrast, 
the number of workers 
between the ages of 25 
and 54 grew only by 2.4 
percent.
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by the Society for Human Resource Management found that in organizations 
with 500 or more employees, 58 percent of HR professionals reported conflict 
between younger and older workers, largely due to their different perceptions 
of work ethics and work–life balance.12 As Ed Reilly, President of the American 
Management Association, says, younger workers “are going to be the eventual 
managers. They will be as interested in keeping older workers as older workers 
today are interested in figuring out how to work with the younger generations.”13

In general, today’s workforce is characterized in terms of four generational 
groups according to their range of birth years: seniors (1922–1943); baby boom-
ers (1943–1963); Generation X (1964–1980); and Generation Y, also referred to 
as the Millennial Generation (1980–2000). (Of course, there is also a rising new 
generation of workers just beginning to enter the workforce, specifically, those 
born after 2000. Some experts are starting to refer to this group as Generation 
Z and others are using the term iGen.) As each generation develops their own 
unique experiences, values, and worldview, each also brings pressures to respond 
by changing workplace practices and procedures. For example, many older work-
ers are staying in the workforce longer than previous generations, leading some 
firms to revamp their retirement policies and offer these experienced workers 
part-time jobs. Baby boomers’ interest in wellness is changing the fitness pro-
grams and wellness benefits many employers provide. Many Generation Xers are 
concerned about maintaining balance in their lives, increasing many companies’ 
interest in work–life balance programs. Generation Y members are more techno-
logically savvy, the most diverse of any generation, and are considered to be the 
biggest workplace influence since the baby boomers.

The U.S. workforce is aging at the same time Generation Y, the largest gen-
eration since the baby boomers, is entering the workforce. This increases the 
importance of understanding the role of age in organizations and how to man-
age generational differences at work. Danielle Robinson, formerly Director of 
Diversity, Talent, and Organizational Design for global premium drinks company 
Diageo, believes that Generation Y’s entrance into the workplace “has added a 
layer of complexity to an already complex work environment.”14

Age tends to be positively related to job performance,15 although not all 
research has supported this relationship.16 The influence of age in training 
environments has been extensively studied. Age was negatively associated with 
learning scores in an open learning program for managerial skills.17 Older train-
ees demonstrated lower motivation, reduced learning, and less post-training 
confidence in comparison to younger trainees.18 This suggests that age has a neg-
ative relationship with learning, and that part of its influence may be due to 
motivation. This could be because speed of processing slows as age increases.19 
Such speed is likely to be most important in jobs requiring high levels of intense, 
rapid processing of information (e.g., air traffic controllers). It is important to 
note that this relationship does not hold for everyone; some older employees are 
likely to be good learners, and some younger employees are likely to perform 
more poorly in training.

Increasing conscientiousness and knowledge counteract some of the nega-
tive effects of aging that result from reductions in information processing speed 
and motivation to learn.20 It is likely that age is related to anxiety and other 
emotional variables, particularly in a complex or technologically oriented setting. 
Older trainees also may have concerns about their ability to rapidly process new 
complex information and as a result, suffer from a variation of the stereotype 
threat that ethnic minorities sometimes experience. Consistent with this view, 
older workers may not participate in learning and development activities as 
much as younger workers, in part due to a decline in confidence in their skills.21 
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Beliefs in the adequacy of our skills influence decisions to exert and maintain 
effort, particularly in the face of challenges. Older adults may benefit from self-
paced learning environments, which may allow additional time. Additionally, 
confidence-boosting interventions can help to address the negative effects of anx-
iety and reduced confidence.

Some organizations are using reverse mentoring to bridge generational dif-
ferences and transfer the technology skills younger workers bring to the work-
place to more senior employees. Reverse mentoring pairs a senior employee with 
a junior employee, but unlike the top-down focus of traditional mentoring, the 
focus is on transferring the skills of the junior employee to the senior employee.22

Reverse mentoring was made popular by former GE CEO Jack Welch, who 
realized that the web was going to transform business and knew that GE’s 
younger, “webified” employees had better Internet skills and e-business knowl-
edge than did GE’s older, higher-ranking executives. He decided to pair an 
Internet savvy employee with one of GE’s 600 worldwide executives to share 
their expertise about the new technology. In addition to building the e-business 
capabilities of his managers, this unique “mentoring up” program made manag-
ers at all levels more comfortable with each other, and transferred a lot of tech-
nology knowledge throughout GE.23

Diversity Issues for Managers
From a pure business perspective, why should we care about diversity? Because 
as employees, the better we are able to work with all types of people, the more 
effective we will be in our jobs. As managers, diversity awareness will enable us 
to hire, retain, and engage the best talent, which will help to maximize the orga-
nization’s performance. Diversity also fosters greater creativity and innovation.24 
Indeed, a strong business case can be made for diversity.

The Business Case for Diversity
One reason that organizations should promote diversity is performance. Recent 
research has found that firm performance increases when employees have more 
positive attitudes toward diversity.25 Diversity contributes to a firm’s competi-
tive advantage when it enables all employees to contribute their full talents and 
motivation to the company. The primary motivation for effectively managing 
diversity is the fact that doing so brings out the best in all employees, allowing 
each of them to contribute maximally to the firm’s performance in an increas-
ingly competitive business environment.

Some people even argue that diversity can be a source of sustained compet-
itive advantage for organizations.26 For example, some studies have found that 
culturally diverse work teams make better decisions over time than do homoge-
neous teams.27 Diverse groups can use their diverse backgrounds to develop a 
more comprehensive view of a problem and a broader list of possible solutions. 
The broader social network of diverse employees also can give workgroups and 
organizations access to a wider variety of information and expertise. Further, 
diversity can be a source of creativity and innovation that can create a com-
petitive advantage.28 A review of decades of research found that diversity can 
enhance creativity and improve a team’s decision making.29 Research by noted 
management expert Rosabeth Moss Kanter found that innovative compa-
nies intentionally use heterogeneous teams to solve problems and do a better 
job of eliminating racism, sexism, and classism.30 Having more women in top 
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management positively affects the performance of firms pursuing an innovation 
strategy.31

Diversity management is also important for legal reasons. Although many 
other antidiscrimination laws exist, one of the most important is Title VII of the 
Civil Rights Act of 1964, amended in 1991. It prohibits employment discrimina-
tion based on race, color, religion, sex, or national origin. Title VII prohibits not 
only intentional discrimination but also practices that have the effect of discrim-
inating against individuals because of their race, color, national origin, religion, 
or sex. Other laws offer protection to additional groups, including employees with 
disabilities32 and workers over the age of forty.33

The Civil Rights Act of 1991 allows monetary damages in cases of intentional 
employment discrimination. One of the largest employment discrimination law-
suits was settled for more than $11.7 million against Walmart and Sam’s Club.34 
Thousands of female employees filed a class-action suit over alleged denial of 
advancement, equal pay, promotions, and raises based on the fact that they were 
women.35 Obeying the law and promoting diversity is consistent with hiring the 
people best suited for the job and organization.

Barriers to Inclusion
Given both the performance benefits and legal imperatives of diversity, then, 
what prevents companies from becoming more inclusive and making the most of 
their diversity? A report of the U.S. Equal Employment Opportunity Commission 
identified several common diversity barriers that exist in many organizations.36 
These barriers, summarized in Table 2.2, stem from a variety of decision-making 
and psychological factors as well as from employee unawareness. Understanding 
and proactively addressing the barriers can minimize their impact and enhance 
inclusion:

 1. The “Like Me” Bias: Consciously or unconsciously, we tend to choose to asso-
ciate with others whom we perceive to be like ourselves. This bias is part of 

Barriers to Inclusion
Table 2.2

The “like me” bias People prefer to associate with others they perceive to be like 
 themselves.

Stereotypes A belief about an individual or a group based on the idea that every-
one in a particular group will behave the same way or have the 
same characteristics.

Prejudice Outright bigotry or intolerance for other groups.

Perceived threat of loss If some employees perceive a direct threat to their own career oppor-
tunities, they may feel that they need to protect their own prospects 
by impeding diversity efforts.

Ethnocentrism The belief that one’s own language, native country, and cultural rules 
and norms are superior to all others.

Unequal access to 
 organizational  
networks

Women and minorities are often excluded from organizational net-
works, which can be important to job performance, mentoring oppor-
tunities, and being seen as a candidate for promotion.
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human nature. Although it can create a higher comfort level in working rela-
tionships, the “like me” bias can also lead to a tendency to hire and choose 
to work with people like ourselves in terms of race, color, gender, disability, 
and age and it can result in a bias against hiring people unlike ourselves. 
Perceived cultural and religious differences and ethnocentrism can also feed 
on the “like me” bias and further restrict inclusion. Because the “like me” 
bias can influence the assessment of performance norms, there may even be 
a perception that someone “different” is less able to do a job and that some-
one “like me” is better able to do a job.

 2. Stereotypes: A stereotype is a belief about an individual or a group based on 
the idea that everyone in that particular group will behave the same way. 
For example, “all men are strong,” “all women are nurturing,” and “people 
who look a certain way are dangerous” are all examples of stereotypes. A 
male research scientist who tends to believe that women make poor scien-
tists is unlikely to hire, mentor, or seek the opinion of a female scientist. 
Stereotypes can reduce inclusion opportunities for minorities, women, per-
sons with disabilities, and both younger and older workers. Stereotypes are 
harmful because they result in judgments about an individual based solely 
on his or her being part of a particular group, regardless of his or her actual 
unique identity. People may have stereotypes of other individuals based on 
their race, color, religion, national origin, sex, disability, or age, among other 
things. Stereotypes are often negative and erroneous and thus adversely 
affect the targeted individuals.37 Because stereotypes can breed subtle rac-
ism, sexism, prejudice, and discomfort, they must be addressed in the diver-
sity context. Recruiting and hiring managers may have stereotypes of what 
makes good or poor employees that can adversely affect equal employment 
opportunities and undermine diversity efforts.

 3. Prejudice: It is also possible that outright bigotry still occurs on the part of 
an employer or its management for or against a targeted group, despite Title 
VII now having been in existence for more than forty years.38 Even if an 
organization has a strong commitment to inclusion, it is possible that the 
beliefs and actions of individual employees or managers are inconsistent 
with the organization’s policies and values. Organizations can help to reduce 
the occurrence of prejudice by carefully selecting and training managers and 
employees, evaluating their inclusion behaviors, and tracking the promotion 
rates of members of different groups who work for different supervisors to 
identify possible discriminatory trends that warrant further attention.

 4. Perceived Threat of Loss: As voluntary efforts are made by companies to pro-
mote inclusion, members of groups who traditionally have been the predom-
inant employees of a particular workforce or occupation may grow anxious 
or even angry. If they perceive a direct threat to their own career opportuni-
ties, they may feel that they need to protect their own prospects by impeding 
the prospects of others.39 This can influence employees’ willingness to help 
minority employees, recruit diverse candidates for a position, and support 
diversity initiatives.

 5. Ethnocentrism: Ethnocentrism reflects the belief that one’s own language, 
native country, and cultural rules and norms are superior to all others. 
Ethnocentrism often has less to do with prejudice and more to do with inex-
perience or ignorance about other people and environments. Because people 
know more about the cultural and behavioral norms of their home country, 
they have a better understanding of people from that country. Education and 
experiences that promote greater cross-cultural awareness can foster a con-
scious effort to value and promote cultural diversity.
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 6. Unequal Access to Organizational Networks: All organizations have formal 
and informal networks. These organizational networks influence knowledge 
sharing, resource accessibility, and work opportunities. Women and minori-
ties are often excluded from informal organizational networks, which can be 
important to job performance, mentoring opportunities, and being seen as a 
candidate for promotion.40 Research has associated male domination at the 
upper ranks of a firm with female executives’ reports of barriers to advance-
ment and exclusion from informal networks.41

Managing Diversity
In addition to awareness of the barriers to inclusion discussed above, there are 
also other proactive things managers can do to promote diversity. The most 
important element in effectively leveraging the positive potential of diversity is 
top management support for diversity and for diversity initiatives. If top man-
agers do not promote inclusion and respect diversity, lower-level managers and 
employees are not likely to do so either. In addition, an inclusive environment 
is created when all employees’ cultural awareness and empathy are enhanced 
through diversity training and all employees are given equal access to mentors 
and other influential company employees. Creating fair company policies and 
practices that give all employees equal access to performance feedback, training 
and development, and advancement opportunities is also critical.

Diversity is more likely to positively affect companies that support diverse 
employees in higher-level positions and help all employees effectively interact 
with people who are different from them. Diversity initiatives are more success-
ful when the company is able to keep employees thinking about diversity issues, 
even when they do not feel a direct, negative impact.42 This chapter’s Case Study 
highlights what grocer Wegmans does to effectively manage diversity.

CASE STUDY

East coast grocer Wegmans views diversity as more 
than just a legal or moral obligation or business neces-
sity—to them it is a business opportunity.43 Diversity 
is part of Wegmans everyday culture and viewed 
as something that enables them to be the very best 
at serving the needs of all customers. The company 
strives to attract and retain a workforce that reflects 
different backgrounds, experiences, and viewpoints 
and mirrors the communities in which it operates.44

Wegmans believes that to be a great place 
to shop, they must first be a great place to work. 
Wegmans looks to hire people who love food and 
who have a natural propensity to serve and good 
skills working with the public. Wegmans emphasizes 
diversity in hiring to refresh stores with new ideas. 

The workforce includes people from a wide variety of 
backgrounds, from high school students to retired pro-
fessionals. Corporate values including respect, caring, 
empowerment, and high standards have helped the 
company repeatedly appear on Fortune’s list of the 
100 Best Companies to Work For (the company was 
ranked number 2 in 2017).

Questions:

1. In what ways can diverse employees contribute 
to Wegmans’ business performance?

2. What types of diversity do you think Wegmans 
should focus on? Why?

3. What are the downsides, if any, of building a 
diverse workforce?

Diversity at Wegmans
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Training and mentoring can also help. Reciprocal mentoring, which matches 
senior employees with diverse junior employees to allow both individuals to learn 
more about a different group, is one technique used to promote diversity awareness 
and inclusion. Some organizations use career development programs, networking 
opportunities, and mentoring programs for all employees to promote diversity.45 
Diversity training and diversity education need to communicate that bias is a part 
of being human. It is not realistic to claim or to pursue an “I’m totally unbiased” 
stance with regard to diversity. Everyone has biases whether or not they are aware 
of them—diversity training should enable employees to become aware of them and 
learn to control them to prevent both explicit and implicit displays of bias.

GLOBALIZATION AND BUSINESS
Another, but some ways related, environmental factor that affects OB is 
 globalization. Of course, in many ways, globalization and international manage-
ment are not new. Centuries ago, the Roman army was forced to develop a manage-
ment system to deal with its widespread empire.46 Moreover, many notable early 
explorers such as Christopher Columbus and Magellan were not actually seeking 
new territory but instead were looking for new trade routes to boost international 
trade. Likewise, the Olympic Games, the Red Cross, and other organizations have 
international roots. From a business standpoint, however, the widespread effects 
of globalization are relatively new, at least in the United States.

Trends in Globalization
In 2018, the volume of international trade in current dollars was about 50 times 
greater than the amount in 1960. Indeed, while international trade actually 
declined by 11 percent in 2009 due to the global recession, it increased by that 
same amount in 2010 as the economy began a slow rebound and has remained 
on an upward trajectory ever since. Four major factors account for much of the 
growth in international trade.

First, communication and transportation have improved dramatically over 
the past several decades. International communication is far easier than it was 

just a few years ago. Telephone service in some developing countries is 
now almost entirely by cellular phone technology rather 

than land-based wired telephone service. Fax and 
email technologies allow managers to send docu-
ments around the world in seconds as opposed to 
the days it took just a few years ago. And relatively 
newer applications such as text messaging, Skype, 
and social media platforms have made global com-
munication even easier. It is also much easier and 

globalization
The internationalization of 
business activities and the 
shift toward an integrated 
global economy

Globalization is a major part of the changing environment of 
business. Fast food businesses like KFC and McDonald’s, for 
example, have set up shop around the world. Their challenge is 
to maintain the identity and appeal that led them to become so 
recognizable while also adapting to customer tastes and workplace 
practices in different countries.
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faster to travel not only between major business centers but also between more 
remote towns and manufacturing facilities. In short, it is simply easier to con-
duct international business today than was the case just a few years ago.

Second, businesses have expanded internationally to increase their markets. 
Companies in smaller countries, such as Nestlé in Switzerland and Heineken in 
the Netherlands, recognized long ago that their domestic markets were too small 
to sustain much growth and therefore moved into the international arena. Many 
U.S. firms, on the other hand, have only found it advantageous to enter foreign 
markets in the last century or so. Now, though, most midsize and even many 
small firms routinely buy and/or sell products and services in other countries.

Third, more and more firms are moving into international markets to control 
costs, especially to reduce labor costs. Pursuing the lowest possible labor costs 
sometimes raises ethical questions, however, and strategies to cut costs in this way 
do not always work out as planned. This is in part because the process has occasion-
ally drawn criticism due to media and consumer activist concern about the labor 
standards employed in other countries. Nonetheless, many firms are successfully 
using inexpensive labor in Asia and Mexico.47 In searching for lower labor costs, 
some companies have discovered well-trained workers and built more efficient 
plants that are closer to international markets. India, for instance, has emerged 
as a major force in the high-tech sector. Turkey and Indonesia are also growing in 
importance. And many foreign automakers have built plants in the United States.

Finally, many organizations have become international in response to com-
petition. If an organization starts gaining strength in international markets, its 
competitors often must follow suit to avoid falling too far behind in sales and 
profitability. U.S. oil companies like ExxonMobil and Chevron realized they had 
to increase their international market share to keep pace with foreign competi-
tors such as BP and Royal Dutch Shell. Although labor cost control is often cited 
as a primary reason for offshoring, many organizations are increasingly offshor-
ing innovation projects not for labor arbitrage but merely to access the quali-
fied talent missing at home or that they are having difficulty acquiring due to 
increased competition from other employers.

Cultural Competence
Italians often perceive Americans as  people 
who are always working, talking about busi-
ness over lunch and drinking their coffee while 
running in the street instead of enjoying those 
activities with others. Does this mean that 
Italians are lazy and Americans are hyperac-
tive? No, it means that people from different cul-
tures give different meanings to some activities. 
In Italy, where relationships are highly valued, 

One major reason that businesses move into international  
markets is to take advantage of lower labor costs. For instance,  
many firms moved production facilities to Mexico several years  
ago because of low labor costs. China then became a magnet  
for business with its own low labor costs. But as wages have  
started in climb there some businesses are looking at other  
manufacturing locations such as Vietnam.
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54 PART 1 | Introduction to Organizational Behavior

lunch, dinner, and pauses for coffee have a social purpose: people get together 
to relax and to get to know each other better. In the United States, where peo-
ple often view time as money, business can be part of lunch, deals are discussed 
during dinner, and contracts are signed over coffee.48

One of the worst, yet easiest, mistakes people can make is to assume that 
other people are just like them. People from different cultures see and do things 
in different ways. Cultural competence is the ability to interact effectively 
with people of different cultures. A culturally competent person has a respectful 
awareness and understanding of cultural differences. There are four components 
of cultural competence:49

 1. Awareness of our own cultural worldview, and of our reactions to people who 
are different: A security guard who knows that he or she has a tendency to 
profile teenagers as “troublemakers” is culturally aware of his or her reac-
tions to this group.

 2. Our attitude toward cultural differences: This reflects a willingness to hon-
estly understand our beliefs and values about cultural differences.

 3. Knowledge of different worldviews and cultural practices: Research has 
found that our values and beliefs about equality may be inconsistent with 
our behaviors. Many people whose answers on a test indicated that they did 
not have prejudices did things in cross-cultural situations that did, in fact, 
reflect prejudice.50

 4. Cross-cultural skills: This component addresses the importance of practicing 
cultural competence, including nonverbal communication, to become effec-
tive cross-culturally.

Although some people are naturally cultural competent, most of us have to 
put effort into developing this skill. This requires honestly examining our prej-
udices and biases, actively developing cross-cultural skills, learning from role 
models, and having a positive attitude about cultural issues. The key to cross-cul-
tural success is awareness—being aware of how culture influences your interpre-
tations of others, your own behavior, and how people from other cultures may see 
you. Understanding why we do things in certain ways, how we see the world, and 
why we react as we do is an important part of being culturally aware. Cultural 
awareness can improve performance in culturally diverse organizations, or when 
a firm’s customers are diverse. This chapter’s Improve Your Skills feature will 
help you understand some of the characteristics of your own culture that are 
likely to differ in other areas of the world.

Just for fun, take the Cultural Etiquette Quiz in this chapter’s Global Issues 
feature and see how much you know about working and doing business in other 
cultures.

Cross-Cultural Differences and Similarities
The primary concern of this book is human behavior in organizational settings, 
so we now turn our attention to differences and similarities in behavior across 
cultures. While there is relatively little research in this area, there are some 
interesting findings worth noting.52

General Observations
At one level, it is possible to make several general observations about similarities 
and differences across cultures. For one thing, cultural and national  boundaries 

cultural competence
The ability to interact 
effectively with people of 
different cultures

42502_ch02_ptg01_040-080.indd   54 18/12/18   10:48 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 2 | The Changing Environment of Organizations 55

do not necessarily coincide. Some areas of Switzerland, for instance, are very 
much like Italy, other parts like France, and still other parts like Germany. 
Similarly, within the United States, there are large cultural differences across, 
say, Southern California, Texas, and the East Coast.53

Given this basic assumption, one major review of the literature on interna-
tional management reached five basic conclusions.54 First, behavior in organiza-
tional settings does indeed vary across cultures. Thus, employees in companies 
based in Japan, the United States, and Germany are likely to have different atti-
tudes and patterns of behavior. The behavior patterns are also likely to be wide-
spread and pervasive within an organization.

Second, culture itself is one major cause of this variation. Culture is the 
set of shared values, often taken for granted, that help people in a group, orga-
nization, or society understand which actions are considered acceptable and 

culture
The set of shared values, 
often taken for granted, 
that help people in a 
group, organization, 
or society understand 
which actions are 
considered acceptable 
and which are deemed 
unacceptable.

I M P R OV E  Y O U R  S K I L L S
UNDERSTANDING YOUR CULTURE

As you have learned in this chapter, cultural competence 
requires an awareness of your own cultural practices and 
worldview. This worksheet will help you to analyze some of 
the features of your own societal culture. For each cultural 

 feature, identify an example that represents most of the peo-
ple in your primary culture. Then take a minute to reflect on 
how other cultures might differ and how these differences 
might lead to misunderstanding.

Cultural Feature

Example of Feature 
Representing Your Primary 
Culture

How Feature Might 
Differ and Cause 
Misunderstanding in  
Other Cultures

 1. Social greetings

 2. Attitudes toward privacy

 3. Appropriate decision-making speed

 4. Openness of communication

 5.  Gestures that reflect that you understand 
what you have just been told

 6. Personal grooming

 7. Deference to authority figures

 8. Acceptable personal space

 9. Timeliness

10. Work ethic
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56 PART 1 | Introduction to Organizational Behavior

G L O B A L     I S S U E S

CULTURAL ETIQUETTE QUIZ

Successfully managing or conducting business across cultures involves knowing what to say, when to arrive for meetings, what 
to wear, what gifts are acceptable, and what greeting to give, among many other things. It takes a continued effort to recog-
nize and appreciate the other party’s expectations and business practices. This quiz will give you an idea of how aware you 
are of the business cultures of other areas of the world. Answers are at the bottom of the quiz.51

 ________________ 1. Which culture often views professional titles as arrogant?

 ________________ 2. Where should you not use red ink on your business card because the color red has a negative 
 connotation?

 ________________ 3. In this culture, it may be considered an insult to leave immediately following a meeting, as this may 
suggest that you are not interested in getting to know the other party.

 ________________ 4. If you compliment someone in this country on one of his or her personal items, he or she may insist 
that you accept it as a gift.

 ________________ 5. In this country, tapping your nose signals that something is to be kept secret or confidential.

 ________________ 6. In this country, beckoning someone with your palm up while wagging one finger can be taken as an 
insult.

 ________________ 7. In this country, people who have worked together for years still shake hands every morning as if they 
were meeting for the first time.

 ________________ 8. In this country, negotiations usually take a long time and are chaotic, with numerous people often 
speaking simultaneously.

 ________________ 9. The “thumbs up” gesture is offensive in this country.

 ________________ 10. Be sensitive to the volume of your voice in this country. Loud voices are known to be offensive in 
meetings as well as in restaurants and on the street.

 ________________ 11. Negotiations and meetings with people from this country often involve flared tempers, and tantrums 
and walkouts often occur. Standing with your hands in your pockets is also considered rude in this 
culture.

 ________________ 12. Because saving face is so important in this culture, you will often hear “It’s convenient” or “I’ll look 
into it” instead of being told “No.”

Answers: (1) Ireland; (2) Madagascar; (3) Colombia; (4) Bahrain; (5) England; (6) India (and China); (7) Germany; (8) Spain; 
 (9) Saudi Arabia; (10) France; (11) Russia; (12) China

which are deemed unacceptable. Thus, although the behavioral differences just 
noted may be caused in part by different standards of living, different geograph-
ical conditions, and so forth, culture itself is a major factor apart from other 
considerations.

Third, although the causes and consequences of behavior within organiza-
tional settings remain quite diverse across cultures, organizations and the ways 
they are structured appear to be growing increasingly similar. Hence, manage-
rial practices at a general level may be becoming more and more alike, but the 
people who work within organizations still differ markedly.
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  CHAPTER 2 | The Changing Environment of Organizations 57

Fourth, the same individual behaves differently in different cultural set-
tings. A manager may adopt one set of behaviors when working in one culture 
but change those behaviors when moved to a different culture. For example, 
Japanese executives who come to work in the United States may slowly begin to 
act more like U.S. managers and less like Japanese managers. This, in turn, may 
be an issue for them when they are transferred back to Japan.

Finally, cultural diversity can be an important source of synergy in enhanc-
ing organizational effectiveness. More and more organizations are coming to 
appreciate the virtues of diversity, but they still know surprisingly little about 
how to manage it. Organizations that adopt a multinational strategy can—with 
effort—become more than a sum of their parts. Operations in each culture can 
benefit from operations in other cultures through an enhanced understanding of 
how the world works.55

Specific Cultural Issues
Geert Hofstede, a Dutch researcher, studied workers and managers in sixty 
countries and found that specific attitudes and behaviors differed signifi-
cantly because of the values and beliefs that characterized those countries.56 
Representative results from this research are summarized in Table 2.3.

The two primary dimensions that Hofstede found are the individualism/col-
lectivism continuum and power distance. Individualism exists to the extent 

individualism
Exists to the extent that 
people in a culture define 
themselves primarily as 
individuals rather than 
as part of one or more 
groups or organizations

Work-Related Differences in 10 Countries
Table 2.3

Country
Individualism/

Collectivism
Power 

Distance
Uncertainty 
Avoidance Masculinity

Long-Term 
Orientation

CANADA H M M M L

GERMANY M M M M M

ISRAEL M L M M (no data)

ITALY H M M H (no data)

JAPAN M M H H H

MEXICO H H H M (no data)

PAKISTAN L M M M L

SWEDEN H M L L M

UNITED STATES H M M M L

VENEZUELA L H M H (no data)

Note: H = high; M = moderate; L = low for INDIVIDUALISM/COLLECTIVISM. H means High Individualism, L means High Collectivism and M means a 
balance of individualism and collectivism. These are only 10 of the more than 60 countries that Hofstede and others have studied.

References: Adapted from Geert Hofstede and Michael Harris Bond, “The Confucius Connection: From Cultural Roots to Economic Growth,” Organizational 
Dynamics, Spring 1988, pp. 5–21; Geert Hofstede, “Motivation, Leadership, and Organization: Do American Theories Apply Abroad?” Organizational 
Dynamics, Summer 1980, pp. 42–63. 
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58 PART 1 | Introduction to Organizational Behavior

that people in a culture define themselves pri-
marily as individuals rather than as part of one or 
more groups or organizations. At work, people from 
more individualistic cultures tend to be more con-
cerned about themselves as individuals than about 
their work group, individual tasks are more import-
ant than relationships, and hiring and promotion 
are usually based on skills and rules. Collectivism, 
on the other hand, is characterized by tight social 
frameworks in which people tend to base their identi-

ties on the group or organization to which they belong. At work, this means that 
employee–employer links are more like family relationships, relationships are 
more important than individuals or tasks, and hiring and promotion are based 
on group membership. In the United States, a very individualistic culture, it is 
generally important to perform better than others and to stand out from the 
crowd. In Japan, a more collectivistic culture, individuals usually try to fit in 
with the group, strive for harmony, and prefer stability.

Power distance, which might also be called orientation to authority, is 
the extent to which people accept as normal an unequal distribution of power. In 
countries such as Mexico and Venezuela, for example, people tend to prefer to be 
in a situation in which authority is clearly understood and lines of authority are 
never bypassed. On the other hand, in countries such as Israel and Denmark, 
authority is often not as highly respected and employees are quite comfortable 
circumventing lines of authority to accomplish something. People in the United 
States tend to be mixed, accepting authority in some situations but not in others.

Hofstede also identified other dimensions of culture. Uncertainty avoid-
ance, which might also be called preference for stability, is the extent to 
which people feel threatened by unknown situations and prefer to be in clear and 
unambiguous situations. People in Japan and Mexico usually prefer stability to 
uncertainty, whereas uncertainty is normal and accepted in Sweden, Hong Kong, 
and the United Kingdom. Masculinity, which might be more accurately called 
assertiveness or materialism, is the extent to which the dominant values in a 
society emphasize aggressiveness and the acquisition of money and other pos-
sessions as opposed to concern for people, relationships among people, and over-
all quality of life. People in the United States tend to be moderate on both the 
uncertainty avoidance and masculinity scales. Japan and Italy score high on the 
masculinity scale while Sweden scores low.

Hofstede’s framework has recently been expanded to include long-term ver-
sus short-term orientation. Long-term values include focusing on the future, 
working on projects that have a distant payoff, persistence, and thrift. Short-
term values are more oriented toward the past and the present and include 
respect for traditions and social obligations. Japan, Hong Kong, and China are 
highly long-term oriented. The Netherlands, the United States, and Germany are 
moderately long-term oriented. Pakistan and West Africa tend to be more short-
term oriented.

collectivism
Characterized by tight 
social frameworks in 
which people tend to 
base their identities on 
the group or organization 
to which they belong

power distance (also 
orientation to authority)
The extent to which 
people accept as normal 
an unequal distribution of 
power

uncertainty avoidance 
(also preference for 
stability)
The extent to which 
people feel threatened by 
unknown situations and 
prefer to be in clear and 
unambiguous situations

masculinity (also 
assertiveness or 
materialism)
The extent to which 
the dominant values in 
a society emphasize 
aggressiveness and the 
acquisition of money 
and other possessions 
as opposed to concern 
for people, relationships 
among people, and 
overall quality of life

long-term values
Include focusing on 
the future, working 
on projects that have 
a distant payoff, 
persistence, and thrift

Collectivism tends to be a dominant cultural value in many 
Asian countries. As a result, workers such as these have 
a tight social framework and closely identify with their 
co-workers.
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short-term values
More oriented toward 
the past and the present 
and include respect for 
traditions and social 
obligations

Hofstede’s research presents only one of several ways of categorizing differ-
ences across many different countries and cultures. His findings, however, are 
now widely accepted and have been used by many companies. They have also 
prompted ongoing research by others. The GLOBE project, one major extension 
of Hofstede’s work specifically related to leadership, is discussed in Chapter 12. 
The important thing to remember at this point is that people from diverse cul-
tures value things differently from each other and that people need to take these 
differences into account as they work.

Global Perspective
A global perspective is distinguished by a willingness to be open to and learn 
from the alternative systems and meanings of other people and cultures and a 
capacity to avoid assuming that people everywhere are the same.57 A person 
with a global perspective scans the world from a broad view, always seeking 
unexpected trends and opportunities. People with global perspectives are more 
likely to see a broad context and accept life as a balance of conflicting forces. 
They are not threatened by surprises or uncertainties, and they value diver-
sity.58 They are also able to navigate through unfamiliar cultures with an open 
and external focus.59 Given globalization trends and the multicultural nature 
of the U.S. workforce, managers increasingly need a global perspective and a 
supportive set of skills and knowledge to be most effective.60 To meet this need, 
most business schools are increasing their efforts to develop students’ global 
managerial skills.61 This chapter’s Improve Your Skills feature gives you the 
opportunity to assess your own global perspective and better understand how 
to enhance it.

TECHNOLOGY AND BUSINESS
Technology also represents a major environmental issue that affects businesses 
today. Technology refers to the methods used to create products, including both 
physical goods and intangible services. Technological change has become a major 
driver for other forms of organization change. Moreover, it also has widespread 
effects on the behaviors of people inside an organization. Three specific areas of 
technology worth noting here are: (1) the shift toward a service-based economy, 
(2) the growing use of technology for competitive advantage, and (3) mushroom-
ing change in information technology.63

Manufacturing and Service Technologies
Manufacturing is a form of business that combines and transforms resources 
into tangible outcomes that are then sold to others. The Goodyear Tire and 
Rubber Company is a manufacturer because it combines rubber and chemical 
compounds and uses blending equipment and molding machines to create tires. 
Broyhill is a manufacturer because it buys wood and metal components, pads, 
and fabric and then combines them into furniture. And Apple is a manufacturer 
because it uses electronic, metal, plastic, and composite components to build 
smartphones, computers, and other digital products.

global perspective
A willingness to be 
open to and learn from 
the alternative systems 
and meanings of other 
people and cultures, 
and a capacity to avoid 
assuming that people 
from everywhere are the 
same

technology
Refers to the methods 
used to create products, 
including both physical 
goods and intangible 
services

manufacturing
A form of business that 
combines and transforms 
resources into tangible 
outcomes that are then 
sold to others
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60 PART 1 | Introduction to Organizational Behavior

This self-assessment gives you the opportunity to better under-
stand your global perspective. Place your response on the line 
to the left of each statement using the scale below, and then 
follow the scoring instructions and read the interpretation at 
the end.

Conceptualization

___  1. I think it is necessary today to develop strategic alli-
ances with organizations around the globe.

___  2. Projects that involve international dealings are 
long-term.

___  3. I believe that in the next ten years, the world will be 
the same as it is today.

___  4. In this interlinked world of ours, national boundaries 
are meaningless.

___  5. We really live in a global village.
___  6. In discussions, I always drive for a bigger, broader 

picture.
___  7. I believe life is a balance of contradictory forces that 

are to be appreciated, pondered, and managed.
___  8. I find it easy to rethink boundaries and to change 

direction and behavior.
___  9. I feel comfortable with change, surprise, and 

ambiguity.
___ 10. I believe I can live a fulfilling life in another culture.

Contextualization

___ 11. I enjoy trying food from other countries.
___ 12. I enjoy working on world community projects.
___ 13. I mostly watch and/or read the local news.
___ 14. I am at my best when I travel to worlds that I do not 

understand.
___ 15. I get very curious when I meet somebody from 

another country.

___ 16. I enjoy reading foreign books or watching foreign 
movies.

___ 17. I have a lot of empathy for people who struggle to 
speak my own language.

___ 18. When something unexpected happens, it is easier to 
change the process than the structure.

___ 19. In trying to accomplish my objectives, I find that 
diversity and multicultural teams play a valuable role.

___ 20. I have close friends from other cultural backgrounds.

Scoring: The sum of your scores for statements 1–10 is your 
Conceptualization score: _____. Plot your score on the follow-
ing continuum:

10 20 30 40 50 60 70

The sum of your scores for statements 11–20 is your 
Contextualization score: _____. Plot your score on the following 
continuum:

10 20 30 40 50 60 70

Interpretation: The higher your Conceptualization score, 
the better you are able to think globally. The higher your 
Contextualization score, the better you are able to act 
locally and adapt to the local environment. Global per-
spective is characterized by high levels of both conceptu-
alization and contextualization. Training in international 
management, living in a foreign country, and working in 
a foreign country are all related to having higher global 
perspective.62 Although both thinking globally and acting 
locally are important to managers, most managers are more 
adept at thinking globally than at  acting locally because of 
the uniqueness of local cultures.

If you are interested in enhancing your global perspective, 
reflect on the statements above that you rated lower than others 
and identify ways of improving in those areas. Joining interna-
tional organizations and seeking out multicultural experiences 
can enhance your global perspective.

Source: Adapted from Arora, A., Jaju, A., Kefalas, A. G., & Perenich, T. 
(2004). An Exploratory Analysis of Global Managerial Mindsets: A Case of 
U.S. Textile and Apparel Industry. Journal of International Management, 10, 
393–411. Copyright © 2004 Elsevier Inc. All rights reserved.

U N D E R S TA N D  Y O U R S E L F
GLOBAL PERSPECTIVE

strongly  
disagree disagree slightly 

disagree neutral slightly  
agree agree strongly  

agree

1 2 3 4 5 6 7
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Manufacturing was once the dominant technology in the United States. 
During the 1970s, manufacturing entered a long period of decline, primar-
ily because of foreign competition. U.S. firms had grown lax and sluggish, 
and new foreign competitors came onto the scene with better equipment and 
much higher levels of efficiency. For example, steel companies in the Far East 
were able to produce high-quality steel for much lower prices than large U.S. 
steel companies such as Bethlehem Steel and U.S. Steel. Faced with a battle 
for survival, some companies disappeared, but many others underwent a long 
and difficult period of change by eliminating waste and transforming them-
selves into leaner and more efficient and responsive entities. They reduced 
their workforces dramatically, closed antiquated or unnecessary plants, and 
modernized their remaining plants. Over the last several years, their efforts 
have started to pay dividends as U.S. manufacturing has regained a competi-
tive position in many different industries. While low wages continue to center 
a great deal of global manufacturing in Asia, some manufacturers are now 
thriving in the United States.

During the decline of the manufacturing sector, a tremendous growth in the 
service sector kept the overall U.S. economy from declining at the same rate. A 
service organization is one that transforms resources into an intangible output 
and creates time or place utility for its customers. For example, Charles Schwab 
makes stock transactions for its customers, Uber provides real-time transporta-
tion for passengers, and your local hairdresser cuts your hair. In 1947, the service 
sector was responsible for less than half of the U.S. gross national product (GNP). 
By 1975, however, this figure reached 65 percent and by 2006 had surpassed 75 
percent. The service sector has been responsible for almost 90 percent of all new 
jobs created in the United States since 1990. Moreover, employment in service 
occupations is expected to grow by 20.7 percent between 2012 and 2022.64

Managers have come to see that many of the tools, techniques, and methods 
that are used in a factory are also useful to a service firm. For example, manag-
ers of automobile plants and hair salons each have to decide how to design their 
facility, identify the best location for it, determine optimal capacity, make deci-
sions about inventory storage, set procedures for purchasing raw materials, and 
determine standards for productivity and quality. At the same time, though, ser-
vice-based firms must hire and train employees with a different 
skill set than is required by most manufactur-
ers. For instance, consumers seldom come 
into contact with the Toyota employee 
who installs the seats in their car, so that 
person can be hired based on technical 
skills. But Avis must recruit people who 
not only have the technical skills for man-
aging car rentals but who can also effec-
tively interface with a variety of consumers.

service organization
One that transforms 
resources into an 
intangible output and 
creates time or place 
utility for its customers

Service-oriented businesses need to recruit and train 
employees to take on a variety of roles as they interface 
with the business’s customers. Take this cafe in a Paris train 
station, for example. Employees will be providing food 
and beverage services to a variety of travelers, including 
both business people and tourists and who may speak 
different languages. As a result, those employees will need 
to be capable of functioning in many different situations. 
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62 PART 1 | Introduction to Organizational Behavior

Technology and Competition
Technology is the basis of competition for some firms, especially those whose 
goals include being the technology leaders in their industries. A company, for 
example, might focus its efforts on being the lowest-cost producer or on always 
having the most technologically advanced products on the market. But because 
of the rapid pace of new developments, keeping a leadership position based on 
technology is becoming increasingly challenging. Another challenge is meeting 
constant demands to decrease cycle time (the time that it takes a firm to accom-
plish some recurring activity or function from beginning to end).

Businesses have increasingly found that they can be more competitive if they 
can systematically decrease cycle times. Many companies, therefore, now focus 
on decreasing cycle times in areas ranging from developing products to making 
deliveries and collecting credit payments. Twenty years ago, it took a carmaker 
about five years from the decision to launch a new product until it was available 
in dealer showrooms. Now most companies can complete the cycle in less than 
two years. The speedier process allows them to more quickly respond to changing 
economic conditions, consumer preferences, and new competitor products while 
recouping their product-development costs faster. Some firms compete directly 
on how quickly they can get things done for consumers. In the early days of per-
sonal computers, for instance, getting a made-to-order system took six to eight 
weeks. Today, firms such as Dell can usually ship exactly what the customer 
wants in a matter of days.

Information Technology and Social Media
Most people are very familiar with the rapid advances in information technol-
ogy. Landline telephones and hardcopy datebooks were replaced by cellular tele-
phones and electronic datebooks and these have given way to smartphones, while 
use of e-books and digital cameras has been enhanced by the invention of tablets. 
These devices, and technologically based social networking sites like Facebook 
and Twitter, are just a few of the many recent innovations that have changed how 
people live and work. Breakthroughs in information technology have resulted 
in leaner organizations, more flexible operations, increased collaboration among 
employees, more flexible work sites, and improved management processes and 
systems. On the other hand, they have also resulted in less personal communi-
cation, less “down time” for managers and employees, and an increased sense of 
urgency vis-à-vis decision making and communication—changes that have not 
necessarily always been beneficial. We discuss information technology and its 
relationship to behavior in organizations more fully in Chapter 9.

ETHICS AND CORPORATE GOVERNANCE
Ethics and related issues have also engendered renewed interest in recent years. 
While ethics have long been of relevance to businesses, what seems like an epi-
demic of ethical breaches in recent years has placed ethics in the mainstream of 
managerial thought today. One special aspect of business ethics, corporate gov-
ernance, has also taken on increased importance. Ethics also increasingly relate 
to information technology. Before discussing these issues, however, it is useful to 
understand how best to frame ethical relationships in organizations.

ethics
A person’s beliefs 
regarding what is right or 
wrong in a given situation
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  CHAPTER 2 | The Changing Environment of Organizations 63

Framing Ethical Issues
Figure 2.3 illustrates how many ethical situations can be framed. Specifically, 
most ethical dilemmas faced by managers relate to how the organization treats 
its employees, how employees treat the organization, and how employees and 
organizations treat other economic agents.

How an Organization Treats Its Employees
One important area of managerial ethics is the treatment of employees by the 
organization. This area includes policies such as hiring and firing, wages and 
working conditions, and employee privacy and respect. For example, both ethi-
cal and legal guidelines suggest that hiring and firing decisions should be based 
solely on an individual’s ability to perform the job. A manager who discriminates 
against African Americans in hiring is exhibiting both unethical and illegal 
behavior. But consider the case of a manager who does not discriminate in gen-
eral but who hires a family friend when other applicants might be just as—or 
perhaps more—qualified. Although this particular hiring decision may not be 
illegal, it may be objectionable on ethical grounds.

Managerial Ethics

Figure 2.3

• Conflicts of interest
• Secrecy and 
   confidentiality
• Honesty

• Hiring and firing
• Wages and working 
   conditions
• Privacy and respect

Employees Organization

• Customers
• Competitors 
• Stockholders
• Suppliers
• Dealers
• Unions

Economic Agents

• Advertising and promotions
• Financial disclosure 
• Ordering and purchasing
• Shipping and solicitations
• Bargaining and negotiation
• Other business relationships

Subject to Ethical Ambiguities

Managers face a variety 
of ethical situations. 
In most cases these 
situations involve how 
the organization treats 
its employees, how 
employees treat the 
organization, and 
how employees and 
organizations treat other 
economic agents.
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64 PART 1 | Introduction to Organizational Behavior

One important perspective in framing ethical issues is how the 
organization treats its employees. Take this closed business, 
for example. If its employees showed up for work one day 
and found this sign on the door, most people would agree that 
the business owners did not treat their employees ethically or 
responsibly by not giving them more advance notice of the 
impending closure.

Another perspective in framing ethical issues is how employees treat the 
organization. If this employee is taking envelopes for business reasons 
that is, of course, ethical and appropriate. But if the envelopes are for 
personal use then most people would see this as unethical.

Wages and working conditions, although tightly 
regulated, are also areas for potential controversy. 
For example, a manager paying an employee less than 
he deserves, simply because the manager knows the 
employee cannot afford to quit or risk losing his job by 
complaining, might be considered unethical. The same 
goes for employee benefits, especially if an organization 
takes action that affects the compensation packages—
and welfare—of an entire workforce or segment of it. 

Finally, most observers would also agree that an organi-
zation is obligated to protect the privacy of its employees. A manager’s divulg-
ing to employees that one of their coworkers is having financial problems or 
an extramarital affair with another employee is generally seen as an unethi-
cal breach of privacy. Likewise, the manner in which an organization addresses 
issues associated with sexual harassment involves employee privacy and related 
rights. When organizations begin to conduct business in other countries, the 
lack of clear requirements in the treatment of employees in both countries and 
whether or not the home country’s human resources practices and standards 
should be globally applied or locally determined often presents ethical challenges 

for managers.

How Employees Treat the 
Organization
Numerous ethical issues also stem from how employ-
ees treat the organization, especially in regard to 
conflicts of interest, secrecy and confidentiality, and 
honesty. A conflict of interest occurs when a decision 
potentially benefits the individual to the possible det-
riment of the organization. To guard against such prac-
tices, most companies have policies that forbid their 
buyers to accept gifts from suppliers. Divulging com-
pany secrets is also clearly unethical. Employees who 
work for businesses in highly competitive  industries—
electronics, software, and fashion apparel, for  example—
might be offered opportunities to sell information about 
company plans to competitors. A third area of concern is 
honesty in general. Relatively common problems in this 
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area include such activities as using a corporate credit card for personal use, tak-
ing office supplies home, and padding expense accounts.

In recent years, new issues regarding such behaviors as personal Internet use 
at work have also become more pervasive. Another disturbing trend is that more 
workers are calling in sick simply to get extra time off. One survey, for instance, 
found that the number of workers who reported taking more time off for personal 
needs was increasing substantially. Another survey by CareerBuilder found that 
29 percent of workers surveyed admitted to having called in sick when they were 
actually well.65 Yet another survey found that two-thirds of U.S. workers who 
call in sick do so for reasons other than illness. Although most employees are 
basically honest, organizations must nevertheless be vigilant to avoid problems 
resulting from such behaviors.

How Employees and the Organization Treat Other 
Economic Agents
Managerial ethics also come into play in the relationship between the firm and 
its employees with other economic agents. As shown above in Figure 2.3, the pri-
mary agents of interest include customers, competitors, stockholders, suppliers, 
dealers, and unions. The interactions between the organization and these agents 
that may be subject to ethical ambiguity include advertising and promotions, 
financial disclosures, ordering and purchasing, shipping and solicitations, bar-
gaining and negotiation, and other business relationships.

For example, state pharmacy boards are charged with overseeing prescrip-
tion drug safety in the United States. All told, there are almost 300 pharmacists 
who serve on such boards. Of some concern, however, is the fact that over two-
thirds of these pharmacists are employees of major drugstore chains and super-
market pharmacies. These arrangements, while legal, could create the potential 
for conflicts of interest, because they might give the pharmacist’s employers 
influence over the regulatory system designed to monitor their own business 
practices.

Another area of interest in recent years involves financial reporting by some 
e-commerce firms. Because of the complexities inherent in valuing the assets and 
revenues of these firms, some of them have been very aggressive in presenting 
their financial positions in highly positive lights. In at least a few cases, some 
firms have substantially overstated their assets and earnings projections to 
entice more investment. Of course, accounting scandals in traditional firms can 
also occur if proper controls are not in place.

Additional complexities faced by many firms today include variations in 
both ethical and legal business practices in different countries. In some coun-
tries, bribes and side payments are a normal and customary part of doing busi-
ness. However, U.S. laws forbid these practices, even if a firm’s rivals from other 
countries are paying them. For example, a U.S. power-generating company once 
lost a $320 million contract in the Middle East because government officials 
demanded a $3 million bribe. A Japanese firm paid the bribe and won the con-
tract. Another major American company once had a big project in India can-
celled because newly elected officials demanded an “expediting payment.” And 
Walmart was charged with paying $24 million in bribes to Mexican officials 
to sidestep local regulations and obtain expedited building permits for new 
stores.66 Although such payments are illegal under U.S. law, other situations are 
more ambiguous. In China, for example, local journalists expect their cab fare to 
be paid if they are covering a business-sponsored news conference. In Indonesia, 
the normal time for a foreigner to get a driver’s license is over a year, but it 
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66 PART 1 | Introduction to Organizational Behavior

can be “expedited” for an extra $100. In Romania, building inspectors routinely 
expect a “tip” for a favorable review.67 And the government of Bahrain charged 
Alcoa with involvement in a fifteen-year conspiracy involving overcharging, 
fraud, and bribery.68 Alcoa, for instance, billed Bahraini clients for “overhead,” a 
normal and understood charge in some countries but not in parts of the Middle 
East. Similarly, gifts provided to some local officials by Alcoa were seen by other 
officials as bribes.

Ethical Issues in Corporate Governance
A related area of emerging concern relates to ethical issues in corporate 
 governance—the oversight of a public corporation by its board of directors. The 
board of a public corporation is expected to ensure that the business is being 
properly managed and that the decisions made by its senior management are in 
the best interests of shareholders and other stakeholders. But in far too many 
cases the recent ethical scandals alluded to previously have actually started with 
a breakdown in the corporate governance structure. For instance, in a now-clas-
sic ethical scandal involving governance issues, WorldCom’s board approved a 
personal loan to the firm’s CEO, Bernard Ebbers, for $366 million even though 
there was little evidence that he could repay it. Likewise, Tyco’s board approved 
a $20 million bonus for one of its own members for helping with the acquisition 
of a firm owned by that individual (this bonus was in addition to the purchase 
price!).

Boards of directors are also sometimes criticized even when they are not 
directly implicated in wrongdoing. The biggest complaint here often relates to 
board independence. While board members need to have some familiarity with 
both the firm and its industry in order to function effectively, they also need to 
have sufficient independence to carry out their oversight function.

Ethical Issues and Information Technology
Another set of issues that have emerged in recent times involves information 
technology. Among the specific questions in this area are individual rights to pri-
vacy and the potential abuse of information technology by companies. Indeed, 
online privacy has become a hot issue as companies sort out the related ethical 
and management issues. DoubleClick, an online advertising network, is one of 
the firms at the center of the privacy debate. The company has collected data on 
the habits of millions of web surfers, recording which sites they visit and which 
ads they click on. DoubleClick insists that the profiles are anonymous and are 
used to better match surfers with appropriate ads. However, after the company 
announced a plan to add names and addresses to its database, it was forced to 
back down because of public concerns over invasion of online privacy. Facebook 
has also been in the spotlight recently about its policies regarding privacy.

DoubleClick and Facebook aren’t the only firms gathering personal data 
about people’s Internet activities. Individuals who register at many online sites 
are often asked to list their date of birth, among other details. Amazon, eBay, and 
other sites also ask for some personal information. And GPS and other tracking 
technologies allow firms to potentially know where their subscribers are phys-
ically located at any point in time. Disney now provides wristbands for guests 
visiting the Disney World resort. These bands are efficient for visitors, as they 
are used for park admissions, purchases, access to their hotel rooms, bypassing 

corporate governance
Refers to the oversight of 
a public corporation by 
its board of directors
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Corporate social responsibility has become increasingly 
important in recent years. Some firms actively engage in 
social responsibility by promoting fitness activities such as 
fun runs, bicycle races, and so forth.

long wait lines for rides, and so forth. At the same time, though, the bands allow 
Disney to track visitor locations and use facial recognition software to connect 
photographs with visitors. As awareness of these capabilities increases, surveys 
show that some people are troubled by the amount of information being collected, 
who gets to see it, and other issues associated with privacy.

One way management can address these concerns is by posting a privacy 
policy on its website. The policy should explain exactly what data the company 
collects and who gets to see the data. It should also allow people a choice about 
having their information shared with others and indicate how people can opt 
out of data collection. Disney, IBM, and other companies support this position by 
refusing to advertise on websites that have no privacy policies posted. In addition, 
companies can offer web surfers the opportunity to review and correct informa-
tion that has been collected, especially medical and financial data. In the offline 
world, consumers are legally allowed to inspect credit and medical records. In the 
online world, this kind of access can be costly and cumbersome, because data are 
often spread across several computer systems. Despite the technical difficulties, 
government agencies are already working on Internet privacy guidelines; this 
means, in turn, that companies will also need internal guidelines, training, and 
leadership to ensure compliance.

Corporate Social Responsibility
A related business challenge relevant to OB is adopting a broader stakeholder 
perspective and looking beyond shareholder value or the short-term stock price. 
In general, this view is called social responsibility.69 Definitions of corporate 
corporate social responsibility often include businesses living and working 
together for the common good and valuing human dignity. An important part of 
this is how employers treat their employees. When the social responsibility issues 
involve the creation of a “green” strategy intended to protect the natural environ-
ment, it is often called corporate sustainability. Organizations are increasingly 
interested in balancing their financial performance with their employees’ qual-
ity of life and improving the local community and broader society. One expert 
defined corporate social responsibility this way: “Regardless 
of how many people with whom you come 
in contact, every one of them should be 
better off for having known you and your 
company.”70

Is it really the responsibility of busi-
nesses to be good citizens? Doing so can help 
a firm attract the best talent, and customers 
are increasingly favoring companies that do 
the right thing. Ethical behavior and socially 
responsible business practices have been 
extensively discussed and have been accepted 

Corporate social 
responsibility
Businesses living and 
working together for 
the common good and 
valuing human dignity
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68 PART 1 | Introduction to Organizational Behavior

as significant aspects of management practice. Although most agree with their 
importance in principle, some people still believe that managers should focus 
solely on stockholders’ interests. Others argue that because business is an influ-
ential element of society, it has an obligation to solve problems of public concern, 
that it is in the enlightened self-interest of organizations to be socially responsi-
ble. In other words, social responsibility supporters believe that ethical behavior 
is more profitable and more rational than unethical behavior and crucial for the 
effectiveness of business organizations.

To have lasting effects, social responsibility efforts should be integrated into 
the culture of the organization.71 Corporate social responsibility has the biggest 
impact when it is integrated with business priorities, relevant to achieving busi-
ness objectives, inclusive of both internal and external stakeholder needs and 
consistent with the firm’s cultural values and brand identity.72 Serving stock-
holders as well as the larger population of stakeholders, which includes workers, 
customers, the community, and even the planet, are not mutually exclusive.

Corporate sustainability initiatives can be top-down, with someone in a posi-
tion of authority dictating to managers and employees what to do. Corporate 
sustainability efforts can also be grassroots, with employees identifying projects 
and taking the initiative to organize their own activities. Indeed, employee par-
ticipation in social responsibility initiatives not only can motivate employees but 
also can generate some good ideas. When a major printing company set a goal 
to reduce its waste by 20 percent over five years, its executive team naturally 
focused on finding ways to streamline its printing operations to reduce paper 
waste. After a series of brainstorms, a receptionist pointed out that the number of 
individual lunches delivered to the office every day created a significant amount 
of food packaging waste. By investing in a small café and encouraging employees 
to eat a buffet-style lunch, the printer reduced twice as much waste as it did by 
streamlining its printing operations.73 Google calculates that it takes over 2,000 
cars off the road every day through its free electric car charging stations, its elec-
tric car-sharing program for employees, and its employee shuttle.74 Nearly 50 
percent of Walmart employees signed up for the company’s “My Sustainability 
Plan,” which encourages employees to live more sustainable lives by educating 
them on ways to conserve resources and reduce energy consumption at home.75

The International Organization for Standardization (ISO) has created a vari-
ety of standards that help organizations gain international acceptance of their 
practices and outcomes. In addition to environmentally related standards such 
as sustainability and carbon emissions, the ISO publishes management stan-
dards including those for leadership, customer focus, involvement of people, and 
continual improvement. These standards can help managers meet their environ-
mental and social responsibility objectives.

NEW EMPLOYMENT RELATIONSHIPS
A final significant area of environmental change that is particularly relevant for 
businesses today involves what we call new employment relationships. While we 
discuss employment relationships from numerous perspectives in Part 2 of this 
book, two particularly important areas today involve the management of knowl-
edge workers and the outsourcing of jobs to other businesses, especially when 
those businesses are in other countries. Managing temporary and contingency 
workers and tiered workforces is also becoming increasingly complex. The nature 
of psychological contracts is also changing.
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The Management of Knowledge Workers
Traditionally, employees added value to organizations because of what they did 
or because of their experience. However, during today’s “information age,” many 
employees add value simply because of what they know.76 These employees are 
often referred to as knowledge workers. How well these employees are man-
aged is seen as a major factor in determining which firms will be successful in 
the future.77 Knowledge workers include computer scientists, physical scientists, 
engineers, product designers, and video game developers. They tend to work 
in high-technology firms and are usually experts in some abstract knowledge 
base. They often believe they have the right to work in an autonomous fashion, 
and they usually identify more strongly with their profession than with any 
 organization—even to the extent of defining performance primarily in terms rec-
ognized by other members of their profession.78

As the importance of information-driven jobs grows, the need for knowledge 
workers will grow as well. However, these employees require extensive and highly 
specialized training, and not everyone is willing to make the human capital invest-
ments necessary to move into these jobs. In fact, even after knowledge workers 
are on the job, retraining and training updates are critical so that their skills do 
not become obsolete. It has been suggested, for example, that the “half-life” for a 
technical education in engineering is about three years. Further, the failure to 
update the required skills will not only result in the organization’s losing compet-
itive advantage but will also increase the likelihood that the knowledge worker 
will go to another firm that is more committed to updating those skills.79

Compensation and related policies for knowledge workers must also be spe-
cially tailored. For example, in many high-tech organizations, engineers and 
scientists have the option of entering a technical career path that parallels a 
management career path. This allows the knowledge worker to continue to carry 
out specialized work without taking on large management responsibilities, while 
at the same time offering that worker compensation that is equivalent to that 
available to management. In other high-tech firms, the emphasis is on pay for 
performance, with profit sharing based on projects or products developed by the 
knowledge workers. In addition, in most firms employing these workers, there 
has been a tendency to reduce the number of levels of the organization to allow 
the knowledge workers to react more quickly to the external environment by 
reducing the need for bureaucratic approvals.80

Outsourcing and Offshoring
Outsourcing is the practice of hiring other firms to do work previously per-
formed by the organization itself. It is an increasingly popular strategy because 
it helps firms focus on their core activities and avoid getting sidetracked by sec-
ondary activities. The snack bar at a large commercial bank may be important 
to employees and some customers, but owning and operating it is not the bank’s 
main line of business and expertise. Bankers need to focus on money manage-
ment and financial services, not food-service operations. That’s why most banks 
outsource snack bar operations to food-service management companies whose 
main line of business includes cafeterias. The result, ideally, is more attention to 
banking by bankers, better food service for snack bar customers, and formation 
of a new supplier–client relationship (food-service company/bank). Firms today 
often outsource numerous activities, including payroll, employee training, facility 
maintenance, and research and development.

knowledge workers
Those employees 
who add value in an 
organization simply 
because of what they 
know

outsourcing
The practice of hiring 
other firms to do work 
previously performed by 
the organization itself; 
when this work is moved 
overseas, it is often called 
offshoring
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70 PART 1 | Introduction to Organizational Behavior

Outsourcing and offshoring have become very popular 
business practices in recent years. Many companies that use 
call centers, for instance, have found it to be advantageous 
to contract with other firms to handle those services for them. 
To capitalize on this trend, many call center operations in 
India have sprung up to provide support for other companies. 
Indian workers such as these are usually fluent in English, can 
be trained to handle most questions and problems, and work 
for wages somewhat lower than U.S. counterparts. 

Up to a point, at least, outsourcing makes good 
business sense in areas that are highly unrelated 
to a firm’s core business activities. However, what 
has attracted considerably more attention in recent 
years is the growing trend toward outsourcing to 
other countries in order to lower labor costs; this 
practice is often called offshoring. One recent esti-
mate suggests that 3.3 million white-collar jobs per-
formed in the United States in 2005 have been moved 
abroad; this same study suggests that one out of ten 

IT jobs once held by U.S. workers are now handled by non-U.S. workers.
Many software firms, for example, have found that there is an abundance of 

talented programmers in India who are willing to work for much lower salaries 
than their American counterparts. Likewise, many firms that operate large call 
centers find that they can handle those operations for much lower costs from 
other parts of the world. As a result, domestic jobs are lost. Some firms have 
attracted additional criticism when they require their domestic workers—soon to 
be out of jobs—to train their newly hired foreign replacements! Clearly, there are 
numerous behavioral and motivational issues involved in practices such as these.

Temp and Contingent Workers
Another trend that has impacted employment relationships in business involves 
the use of contingent or temporary workers. Indeed, recent years have seen an 
explosion in the use of such workers by organizations. A contingent worker is 
a person who works for an organization on something other than a permanent or 
full-time basis. Categories of contingent workers include independent contractors, 
on-call workers, temporary employees (usually hired through outside agencies), 
and contract and leased employees. Another category is part-time workers. The 
financial services giant Citigroup, for example, makes extensive use of part-time 
sales agents to pursue new clients. About 10 percent of the U.S. workforce cur-
rently has one of these alternative forms of employment relationships. Moreover, 
almost 80 percent of U.S. employers use some form of nontraditional staffing 
arrangement. Most employers find these kinds of arrangements to be less expen-
sive than adding permanent staff. They also provide greater flexibility. Some 
employees, though, take such jobs only because they can’t find a traditional job. 
Others, however, value the flexibility that often accompanies a nontraditional job.

Managing contingent workers is not always straightforward, however, espe-
cially from a behavioral perspective. Expecting too much from such workers, for 
example, is a mistake that managers should avoid. An organization with a large 
contingent workforce must also make some decisions about the treatment of con-
tingent workers relative to the treatment of permanent, full-time workers. Should 
contingent workers be invited to the company holiday party? Should they have the 

offshoring
Outsourcing to workers in 
another country

contingent worker
A person who works 
for an organization on 
something other than a 
permanent or full-time 
basis
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A psychological contract is an unwritten agreement  
about expectations between an organization and its  
employees. This manager and employee, for example,  
are finalizing an understanding about how a new project  
will be managed. The agreement is not written, but both  
sides understand what they are supposed to do and what  
they can expect in return.

same access to such employee benefits as counseling services and childcare? There 
are no right or wrong answers to such questions. Managers must understand that 
they need to develop a strategy for integrating contingent workers according to 
some sound logic and then follow that strategy consistently over time.81

Tiered Workforce
Yet another emerging issue in new employment relationships is what we call the 
tiered workforce. A tiered workforce exists when one group of an organization’s 
workforce has a contractual arrangement with the organization objectively dif-
ferent from that of another group performing the same jobs. For example, during 
the 2008–2010 recession, Harley-Davidson negotiated a new agreement with its 
labor union for wages and job security at its large motorcycle factory in York, 
Pennsylvania. The change was needed to help the plant remain competitive and to 
prevent Harley from moving York jobs to other factories. Under terms of the agree-
ment, the wage for the lowest-paid production worker on staff at the time of the 
agreement was set as $24.10 an hour. All new employees hired for that same job in 
the future, however, would earn $19.28 an hour. Yet another group of employees, 
called “casual” workers, work on an “as needed” basis and would be paid $16.75 an 
hour.82 Similarly, under contracts negotiated with the United Auto Workers during 
the recession, new hires at Ford, General Motors, and Chrysler earn a lower hourly 
wage and reduced benefits compared to workers already on the payroll when 
the agreement was signed.83 General Motors, for example, pays its pre-contract 
employees a minimum of $28 an hour, but all new employees start at $14 an hour. 
These and similar arrangements, of course, may pose new challenges in the future. 
For instance, recently hired workers may come to feel resentment toward their 
more senior colleagues who are getting paid more for the same work.

The Changing Nature of Psychological Contracts
A final element of the business environment that both affects and is affected 
by employment relationships such as those discussed above is the psycholog-
ical contract. Whenever we buy a car or sell a house, both buyer and seller 
sign a legal written contract that specifies the terms of the 
agreement—who pays what to whom, when 
it’s paid, and so forth. A psychological 
contract resembles a standard legal con-
tract in some ways, but it is less formal 
and less well defined. Specifically, a psy-
chological contract is a person’s overall 
set of expectations regarding what he or 
she will contribute to the organization and 

tiered workforce
When one group of an 
organization’s workforce 
has a contractual 
arrangement with the 
organization objectively 
different from another 
group performing the 
same jobs

psychological contract
A person’s set of 
expectations regarding 
what he or she will 
contribute to an 
organization and what 
the organization, in 
return, will provide to the 
individual
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what the organization will provide in return.84 Unlike any other kind of business 
contract, a psychological contract is not written on paper, nor are all of its terms 
explicitly negotiated.

Figure 2.4 illustrates the essential nature of a psychological contract. The 
individual makes a variety of contributions to the organization—such things 
as effort, skills, ability, time, and loyalty. Jill Henderson, a branch manager for 
Merrill Lynch, uses her knowledge of financial markets and investment oppor-
tunities to help her clients make profitable investments. Her MBA in finance, 
coupled with hard work and motivation, has allowed her to become one of the 
firm’s most promising young managers. The firm believed she had these attri-
butes when it hired her, of course, and expected that she would do well.

In return for these contributions, the organization provides inducements 
to the individual. Some inducements, such as pay and career opportunities, are 
tangible rewards. Others, such as job security and status, are more intangible. 
Jill Henderson started at Merrill Lynch at a very competitive salary and has 
received an attractive salary increase each of the six years she has been with the 
firm. She has also been promoted twice and expects another promotion—perhaps 
to a larger office—in the near future.

In this instance, both Jill Henderson and Merrill Lynch apparently perceive 
that the psychological contract is fair and equitable. Both will be satisfied with 
the relationship and will do what they can to maintain it. Henderson is likely to 
continue to work hard and effectively, and Merrill Lynch is likely to continue to 
increase her salary and give her promotions. In other situations, however, things 
might not work out as well. If either party sees an inequity in the contract, that 
party may initiate a change. The employee might ask for a pay raise or promo-
tion, put forth less effort, or look for a better job elsewhere. The organization can 
also initiate change by training the worker to improve his skills, by transferring 
him to another job, or by firing him.

All organizations face the basic challenge of managing psychological con-
tracts. They want value from their employees, and they need to give employees 
the right inducements. For instance, underpaid employees may perform poorly 
or leave for better jobs elsewhere. An employee may even occasionally start to 
steal organizational resources as a way to balance the psychological contract. 
Overpaying employees who contribute little to the organization, though, incurs 
unnecessary costs.

Figure 2.4
The Psychological Contract

Effort
Ability
Loyalty
Skills
Time
Competencies

Pay
Job Security
Benefits
Career Opportunities
Status
Promotion Opportunities

Contributions from
the Individual

Inducements from
the Organization

Psychological 
contracts govern the 
basic relationship 
between people and 
organizations. Individuals 
contribute such things as 
effort and loyalty. In turn, 
organizations offer such 
inducements as pay and 
job security.
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Recent trends in downsizing and cutbacks have complicated the process of 
managing psychological contracts. For example, many organizations used to offer 
at least reasonable assurances of job permanence as a fundamental inducement 
to employees. Now, however, job permanence is less likely, so alternative induce-
ments may be needed.85 Among the new forms of inducements that some compa-
nies are providing are additional training opportunities and increased flexibility 
in working schedules.

Increased globalization of business also complicates the management of 
psychological contracts. For example, the array of inducements that employees 
deem to be of value varies across cultures. U.S. workers tend to value individual 
rewards and recognition, but Japanese workers are more likely to value group-
based rewards and recognitions. Workers in Mexico and Germany highly value 
leisure time and may thus prefer more time off from work, whereas workers 
in China may place a lower premium on time off. The Lionel Train Company, 
maker of toy electric trains, once moved its operations to Mexico to capitalize 
on cheaper labor. The firm encountered problems, however, when it could not 
hire enough motivated employees to maintain quality standards and ended up 
making a costly move back to the United States. That is, the prevailing low 
wages in Mexico (which prompted the firm to move there to begin with) were 
not sufficient inducement to motivate the high-quality performance the firm 
expected. A related problem faced by international businesses is the manage-
ment of psychological contracts for expatriate managers. In some ways, this 
process is more like a formal contract than are other employment relationships. 
Managers selected for a foreign assignment, for instance, are usually given 
some estimate of the duration of the assignment and receive various adjust-
ments in their compensation package, including cost-of-living adjustments, 
education subsidies for children, reimbursement of personal travel expenses, 
and so forth. When the assignment is over, the manager must then be inte-
grated back into the domestic organization. During the time of the assignment, 
however, the organization itself may have changed in many ways—new man-
agers, new coworkers, new procedures, new business practices, and so forth. 
Thus, returning managers may very well come back to an organization that 
is quite different from the one they left and to a job quite different from what 
they expected.86

SUMMARY AND APPLICATION

Diversity is much more than demographics and can reflect combinations of char-
acteristics in addition to a single attribute. Each individual also has a variety of 
characteristics that can be considered diverse. There are many types of diversity, 
including surface-level and deep-level diversity. Diversity can be examined as a 
group characteristic, as in “this group is diverse with regard to gender, race, and 
experience,” or as an individual characteristic in terms of a person’s similarity to 
or difference from the other group members. Having a token minority member in 
a group affects the majority members’ perceptions of that minority group, plac-
ing greater performance pressures on minority group members, increasing ste-
reotyping, and creating more boundaries between majority and minority group 
members.

Diversity affects individual and organizational outcomes through processes 
including social integration, differences in status and power, task conflict, relation-
ship conflict, inclusion, and information processing. Barriers to inclusion include the 
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“like me” bias, stereotypes, prejudice, perceptions of loss by persons who feel threat-
ened by diversity initiatives, ethnocentrism, and unequal access to organizational 
networks. Organizations promote diversity through top management commitment, 
staffing, training, and mentoring.

Societal culture reflects language, politics, religion, and values among other 
things, and societal culture can vary within a single country or across nearby coun-
tries. Because societal culture influences the diverse values, customs, language, and 
expectations we bring with us to work, it is important to understand its effects on 
our own as well as on other people’s behaviors. Societal cultures can differ on a vari-
ety of characteristics, including collectivism, power distance, future orientation, and 
gender egalitarianism as well as determine what employees consider desirable lead-
ership characteristics. You will be a more effective performer and leader if you are 
culturally aware.

Globalization is playing a major role in the environment of many firms today. 
The volume of international trade has grown significantly and continues to grow at 
a very rapid pace. There are four basic reasons for this growth: (1) communication 
and transportation have advanced dramatically over the past several decades; (2) 
businesses have expanded internationally to increase their markets; (3) firms are 
moving into international markets to control costs, especially to reduce labor costs; 
and (4) many organizations have become international in response to competition. 
There are numerous cross-cultural differences and similarities that affect behavior 
within organizations.

Technology refers to the methods used to create products, including both physi-
cal goods and intangible services. Technological change has become a major driver for 
other forms of organizational change. It also has widespread effects on the behaviors 
of people inside an organization. Three specific areas of technology relevant to the 
study of organizational behavior are (1) the shift toward a service-based economy; 
(2) the growing use of technology for competitive advantage; and (3) mushrooming 
change in information technology.

Although ethics has long been relevant to businesses and managers, what seems 
like an epidemic of ethical breaches in recent years have placed ethics in the main-
stream of managerial thought today. One special aspect of business ethics, corporate 
governance, has also taken on increased importance. Ethics also increasingly relate 
to information technology. A central issue today revolves around the fact that rapid 
changes in business relationships, organizational structures, and financial systems 
pose unsurpassed difficulties in keeping accurate track of a company’s financial 
position.

A final significant area of organizational change facing organizations today 
involves new employment relationships. Knowledge workers add value to a busi-
ness because of what they know. How well these employees are managed is seen 
as a major factor in determining which firms will succeed. Outsourcing is the prac-
tice of hiring other firms to do the work previously performed by the organization 
itself. It is an increasingly popular strategy because it helps firms focus on their 
core activities and avoid getting sidetracked by secondary activities. However, it 
grows controversial when the jobs being outsourced are really being exported to 
foreign countries in ways that reduce domestic job opportunities. Contingent and 
temporary workers and the creation of a tiered workforce also pose special chal-
lenges. These challenges center around the treatment of various groups (such as 
contingent or lower-tier workers) compared to other groups (such as permanent or 
higher-tier employees).
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DISCUSSION QUESTIONS

1. Which do you think is more important to team performance: surface-level or 
deep-level diversity? Why?

2. How can diversity create a competitive advantage for a firm?
3. If a subordinate came to you and said that he or she felt the company’s 

new diversity hiring initiative was unfair and would compromise his or her 
well-deserved opportunities for advancement, how would you respond?

4. What can leaders do to be effective when team members are from differ-
ent cultures and have different expectations about how the leader should 
behave?

5. Identify at least three ways in which the globalization of business affects 
businesses in your community.

6. What roles do changing technologies play in your daily activities?
7. Do you think that concerns regarding ethics will become more or less import-

ant in business? Why?
8. What are your personal opinions about international outsourcing in the garment 

industry? Do you think that lower prices are worth sending U.S. jobs to other 
countries? Explain your answer.

Diversity is taken seriously at all levels in The Coca-Cola 

Company. Senior executives including the Chairman and 

CEO are involved with many nonprofits involving under-

represented groups, and corporate goals are linked to indi-

viduals’ diversity metrics including being a cross-cultural 

mentor and the recruitment, promotion, engagement, and 

retention of diverse employees.87 The company also offers 

a variety of diversity education programs that have evolved 

from minimizing conflict to strengthening the company’s 

ability to amplify, respect, value, and leverage employee 

differences to influence sustainable business outcomes.88

The company has created a movement where its 

global business leaders see the benefits of and take 

responsibility for creating a diverse and inclusive 

working environment. Rather than just focusing on 

diversity numbers, The Coca-Cola Company focuses 

on fostering an inclusive culture using social psychol-

ogy research on unconscious bias and change man-

agement techniques.89 The Coca-Cola Company’s 

commitment to diversity has helped it to succeed in 

its industry and develop a strong positive corporate 

reputation.

REAL-WORLD RESPONSE
GLOBAL DIVERSITY AT COCA-COLA
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UNDERSTAND YOURSELF EXERCISE

GLOBAL PERSPECTIVE
This chapter’s Understand Yourself feature gave you the opportunity to evaluate 
your global perspective. Global perspective is characterized by high levels of both 
conceptualization, or the ability to think globally, and contextualization, or the 
ability to act locally and adapt to the local environment. Although both thinking 
globally and acting locally are important to managers, most managers are more 
adept at thinking globally than at acting locally because of the uniqueness of local 
cultures.

Reflect on the nature of some of the interactions that you have had with 
people from other cultures. These interactions could have been in person during 
class, at a store, or even over the phone with a customer service agent. Next, 
answer the following questions:

 1. Do you think that you were equally able to think and act locally as you 
interacted with people from other cultures?

 2. What did you do well, and what could you have done better in these 
interactions?

 3. What multicultural experiences can you seek out to enhance your global 
perspective?

GROUP EXERCISE

WHAT DOES CULTURE MEAN TO YOU?
This exercise is done as a class, and the instructor plays the role of class sec-
retary. First working alone, think about what “societal culture” means. For five 
minutes, think about your own culture. Write down how you think a dictionary 
would define the word, then write down all of the cultural dimensions you can 
think of that you would use to describe it.

After five minutes, the instructor will call on students to share some of their 
ideas and record them on a chalkboard, flip chart, or something else. Try to iden-
tify categories into which the ideas can be placed. Then answer the following 
questions as a class.

QUESTIONS
 1. How might multiculturalism create a competitive advantage for an 

organization?
 2. What categories are the most important to teams working in 

organizations?
 3. What categories are the least important to teams working in 

organizations?
 4. What does your list suggest that managers wanting to promote a multi-

cultural workplace might do?
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 behaviors
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 behaviors
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• Individual values,
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• Motivating behavior
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• Modern leadership
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 politics

     How do 
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 and design
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• Change management

How does the
environment matter?

INDIVIDUAL BEHAVIORS AND 
PROCESSES IN ORGANIZATIONS
CHAPTER 3 Individual Differences

CHAPTER 4 Individual Values, Perceptions, and Reactions

CHAPTER 5 Motivating Behavior

CHAPTER 6 Motivating Behavior with Work and Rewards

2
P A R T

As we discussed in Chapter 1, managers strive to enhance performance behaviors, enhance commitment and engage-
ment, promote citizenship behaviors, and minimize dysfunctional behaviors by their employees. Chapter 2 identified 
how various environmental factors—diversity, globalization, technology, ethics, and new employment relationships—all 
impact organizational behavior.

We now turn to a fundamental question underlying organizational behavior: Why do individuals do what they 
do? Chapter 3 identifies and discusses critical individual characteristics that affect people’s behaviors in organiza-
tions. The discussion of other important individual characteristics is continued in Chapter 4. Core theories and con-
cepts that drive employee motivation are introduced and discussed in Chapter 5. Finally, in Chapter 6 we focus on 
how managers can implement motivation theories and concepts.
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INDIVIDUAL DIFFERENCES
3

C H A P T E R

Real-World Challenge: Individual 
Differences That Make a Difference at 
Southwest Airlines
PEOPLE IN ORGANIZATIONS

Individual Differences
The Concept of Fit
Realistic Job Previews

PERSONALITY AND INDIVIDUAL 
BEHAVIOR

The “Big Five” Framework
The Myers-Briggs Framework

OTHER IMPORTANT PERSONALITY TRAITS
Locus of Control

Understand Yourself: Work Locus of Control
Authoritarianism
Machiavellianism
Tolerance for Risk and Ambiguity
Type A and B Traits
The Bullying Personality

Improve Your Skills: Challenging 
Managerial Behaviors and How to Respond

Role of the Situation
Global Issues: How Others See Americans
INTELLIGENCE

General Mental Ability
Multiple Intelligences
Emotional Intelligence

Case Study: Emotional Intelligence at FedEx
LEARNING STYLES

Sensory Modalities
Learning Style Inventory
Learning Style Orientations

SUMMARY AND APPLICATION
Real-World Response: Individual Differences 
That Make a Difference at Southwest 
Airlines

After studying this chapter, you should be able to:

1 Explain the nature of individual differences, the concept of fit, and the role of realistic 
job previews.

2 Define personality and describe general personality frameworks and attributes that 
affect behavior in organizations.

3 Identify and discuss other important personality traits that affect behavior in 
organizations.

4 Discuss different kinds of intelligence that affect behavior in organizations.

5 Describe different learning styles that influence how people process information and 
that affect behavior in organizations.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

INDIVIDUAL DIFFERENCES THAT MAKE 
A DIFFERENCE AT SOUTHWEST AIRLINES

Fun and friendly customer service is essential to the success of Southwest Airlines’ business 

strategy. Southwest’s Vice President of People feels that fun balances the stress of hard 

work. Because Southwest believes that fun is about attitude, it hires for personality and atti-

tude. CEO Herb Kelleher believes that except for a few technically oriented positions such 

as pilots, Southwest can train new hires on whatever they need to do, but it cannot change 

employees’ inherent nature.1 The airline wants employees who have a drive to excel and 

innovate, who put others first, and who take their work seriously but not themselves.2

Southwest Airlines’ mission statement is “Dedication to the highest quality of Customer 

Service delivered with a sense of warmth, friendliness, individual pride, and Company 

Spirit.”3 To support its goals of hiring fun, creative, innovative employees, Southwest 

Airlines looks for leadership and a sense of humor in the people it hires. The company 

looks for empathetic people with other-oriented, outgoing personalities who work hard and 

have fun at the same time. Southwest’s learning-oriented, fun culture gives employees the 

freedom to be themselves and become passionate about their jobs.4

Southwest asks for your advice about how to better hire empathetic employees with 

creativity and fun-loving characteristics who fit with the company’s unique culture. After 

reading this chapter, you should have some good ideas.

BRIAN CAHN/CORBIS WIRE/CORBIS
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84 PART 2 | Individual Behaviors and Processes in Organizations

Think about human behavior as a jigsaw puzzle. Puzzles consist of various 
pieces that fit together in precise ways. And of course, no two puzzles are exactly 
alike. They have different numbers of pieces, the pieces are of different sizes and 
shapes, and they fit together in different ways. The same can be said of human 
behavior and its determinants. Each of us is a whole picture, like a fully assem-
bled jigsaw puzzle, but the puzzle pieces that define us and the way those pieces 
fit together are unique. Every person in an organization is fundamentally dif-
ferent from everyone else. To be successful, managers must recognize that these 
differences exist and attempt to understand them.

In this chapter, we explore some of the key characteristics that differentiate 
people from one another in organizations. We first introduce the essential nature 
of individual differences and how people “fit” as individuals in organizations. We 
then look at personality frameworks that shed considerable light on different 
personality profiles. Next, we examine other specific personality traits and dis-
cuss different types of intelligence. We close this chapter with an examination of 
different styles for processing information and learning.

PEOPLE IN ORGANIZATIONS
As a starting point for understanding the behavior of people in organizations, 
let’s first examine the basic nature of the individual–organization relationship. 
First, we expand a bit further on the concept of individual differences and then 
introduce different forms of “fit” between people and organizations.

Individual Differences
As already noted, every individual is unique. Individual differences are per-
sonal attributes that vary from one person to another. Individual differences 
may be physical, psychological, and emotional. The individual differences that 
characterize a specific person make that person unique. As we see in both this 
chapter and Chapter 4, basic categories of individual differences include per-
sonality, intelligence, learning styles, attitudes, values and emotions, perception, 
and stress.

Are the specific differences that characterize a given person good or bad? Do 
they contribute to or detract from performance? The answer, of course, is that 
it depends on the circumstances. One person may be dissatisfied, withdrawn, 
and negative in one job setting but satisfied, outgoing, and positive in another. 
Working conditions, coworkers, and leadership are just a few of the factors that 
affect how a person performs and feels about a job. Thus, whenever a manager 
attempts to assess or account for individual differences among his or her employ-
ees, he or she must also be sure to consider the situation in which behavior 
occurs. In addition, as discussed in Chapter 2, managers should also be aware of 
psychological contracts that exist between the organization and its employees. 
In an ideal situation, then, understanding differences across people and creating 
effective psychological contracts can help facilitate a good fit between people and 
the organization.

individual differences
Personal attributes that 
vary from one person to 
another
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The Concept of Fit
Why are some very talented people undesirable coworkers or employees despite 
being very talented at what they do? The answer lies in the many ways in which 
people need to fit with an employment opportunity to be a successful match. 
Being good at our job is important but is not enough—we need to fit with our 
organization and workgroup as well. That is, there are different forms of fit.5 
These different forms of fit are summarized in Table 3.1.

Person-Job Fit
Person-job fit is the fit between a person’s abilities and the demands of the 
job and the fit between a person’s desires and motivations and the attributes 
and rewards of a job.6 An employee’s talents need to meet a job’s requirements, 
and the job needs to meet the employee’s needs and motivations.7 Because job 
performance is usually the most important determinant of an employee’s suc-
cess, person-job fit is usually the primary focus of most staffing efforts. From 
the employee’s perspective, if the job does not meet his or her financial, career, 
lifestyle, and other needs, then the match is not ideal. An individual motivated 
by commissions and merit pay is not likely to be a good fit with a job based on 
teamwork and group rewards. Similarly, an individual who does not enjoy work-
ing with people is not likely to succeed in a sales position. It is important to con-
sider not only the fit between an individual’s talents and the job requirements, 
but also the fit between an individual’s motivations and the rewards offered by 

person-job fit
The fit between a 
person’s abilities and the 
demands of the job, and 
the fit between a person’s 
desires and motivations 
and the attributes and 
rewards of a job

Dimensions of Fit
Table 3.1

Type of Fit Possible Dimensions of Fit

Person-Job Fit: Does the person meet the 
needs of the job and does the job meet the 
needs of the person?

Intelligence
Job-related skills
Job knowledge
Previous work experience
Personality related to performing job tasks

Person-Group Fit: Does the employee fit
the workgroup, including the supervisor?

Teamwork skills
Knowledge and ability relative to other  

team members
Conflict management style
Preference for teamwork
Communication skills
Personality related to working well with others

Person-Organization Fit: Do the individual’s
values, beliefs, and personality fit
the values, norms, and culture of the
organization?

Alignment between personal motivations  
and the organization’s culture, mission,  
and purpose

Values
Goals

Person-Vocation Fit: Do the person’s
interests, abilities, values, and
personality fit his or her occupation?

Aptitudes
Interests
Personal values
Long-term goals
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the job. Research suggests that person-job fit leads to 
higher job performance, satisfaction, organizational 
commitment, and intent to stay with the company.8 
Because people differ in their personality and motiva-
tions as well as their skills, consider individual differ-
ences beyond skills when making hiring decisions.

Person-Group Fit
In addition to the fit with the job, the fit between the 
employee and his or her workgroup and supervisor is 
important. Good person-group fit (or person-team 
fit) means that an individual fits with the workgroup’s 
work styles, skills, and goals. Person-group fit recognizes 
that employees often must work effectively with their 
supervisor, workgroup, and teammates to be successful. 
Person-group fit leads to improved job satisfaction, organi-
zational commitment, and intent to stay with the company.9 
Teamwork, communication, and interpersonal competencies 

can be as critical to team performance as team members’ ability to perform core 
job duties. Person-group fit is thus particularly important in team-oriented work 
environments.10 An executive at Men’s Wearhouse once terminated one of the 
men’s suits retail store’s most successful salesperson because he focused only on 
maximizing his own sales as opposed to working with the other sales staff as a 
team. After firing the salesperson, sales at the store where he worked increased 
significantly.11

Person-Organization Fit
Person-organization fit is the fit between an individual’s values, beliefs, 
and personality and the values, norms, and culture of the organization.12 The 
strength of this fit influences important organizational outcomes including 
job performance, retention, job satisfaction, and organizational commitment.13 
Organizational values and norms that are important for person-organization 
fit include integrity, fairness, work ethic, competitiveness, cooperativeness, and 
compassion for fellow employees and customers. Person-organization fit has a 
strong positive relationship with job satisfaction, organizational commitment, 
and intent to stay with the company and can influence employee attitudes and 
citizenship behaviors beyond the job requirements, such as helping others or 
talking positively about the firm.14 It also has a modest impact on turnover and 
tenure but little to no impact on meeting job requirements.15 Despite the poten-
tial overlap between person-job and person-organization fit, research suggests 
that people may experience differing degrees of fit with the job and with the 
organization.16 Essentially, it is possible to like what you do but not where you do 
it or to like where you work but not what you do there.

So how can you maximize person-organization fit? A good place to start 
is to identify those qualifications, competencies, and traits that relate to the 

person-group fit 
(or person-team fit)
The extent to which 
an individual fits with 
the workgroup’s and 
supervisor’s work styles, 
skills, and goals

person-organization fit
The fit between an 
individual’s values, 
beliefs, and personality 
and the values, norms, 
and culture of the 
organization
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Fit is an important concept in organizations. Take this woman, for example. Her 
job appears to require her to deal with binders full of information. She may find 
this work interesting, or she may find it tedious and boring. Person-job, person-
group, person organization, and person-vocation fit are all important factors in 
organizational behavior.
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organization’s strategy, values, and processes 
and hire people with those characteristics. 
For example, even if Maria is technically well 
qualified as a researcher, if she avoids risk, is 
indecisive, and tends to ruminate over a deci-
sion, she may be unsuccessful in an innova-
tive, fast-paced company. Both online retailer 
Amazon.com and online shoe retailer Zappos 
.com offer new employees thousands of dollars to 
quit to ensure that they are committed to their 
jobs and to dissuade poor fits from staying.17 To 
find the best matches for their culture and busi-
ness, The Container Store’s online application 
includes questions asking job candidates to reveal 
their favorite Container Store product. Additional 
questions explore communications skills and other 
characteristics. Using the website also helps the 
candidate learn more about the company and be better prepared for an interview. 
This process helps to  persuade strong candidates that The Container Store is a 
good fit for their interests and needs.

Employees must be able and willing to adapt to a company by learning, nego-
tiating, enacting, and maintaining the behaviors appropriate to the company’s 
environment.18 To successfully adapt, employees must be open-minded and have 
sufficient information about organizational expectations and standards and 
their own performance in light of those standards. Employees also must be able 
and willing to learn new behaviors and habits (e.g., low anxiety, high self-esteem, 
good time management skills, etc.). Of course, hiring for any type of fit does not 
mean simply hiring those with whom we are most comfortable, which can lead to 
dysfunctional stereotyping and discrimination against people who may contrib-
ute a great deal to the company’s success.

Person-Vocation Fit
Person-vocation fit is the fit between a person’s interests, abilities, values, 
and personality and a profession.19 Our adjustment and satisfaction are greater 
when our occupation meets our needs. For example, a social individual who is low 
in conscientiousness and dislikes working with numbers would be a poor fit with 
the engineering vocation. Although individuals usually choose a vocation long 
before applying to an organization, understanding person-vocation fit can still 
be useful to organizations and managers. Companies wanting to develop their 
own future leaders, or smaller organizations that need employees to fill multiple 
roles, may be able to use vocational interests in determining whether job appli-
cants would be a good fit with the organization’s future needs.

Some people pursue two or more different vocations over the course of their 
careers because they have diverse interests or because they become bored work-
ing a long time in the same career. Organizations may better retain valued career 
changers by understanding their vocational preferences and designing career 

person-vocation fit
The fit between a person’s 
interests, abilities, values, 
and personality and a 
profession

W
A

V
E

B
R

E
A

K
M

E
D

IA
/S

H
U

T
T

E
R

S
T

O
C

K
.C

O
M

Person-group fit is the fit between an individual and their group 
or team. The bored individual on the left may not be a good  
fit with the rest of her team members, who seem engaged 
and attentive.
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tracks for them that place them in new roles in the organization over time that 
are consistent with their vocational interests and aptitudes. This allows valued 
employees who would otherwise be likely to leave the organization to pursue a 
different type of vocation to pursue multiple vocations within the company.

Realistic Job Previews
When communicating the nature of the work and the organization to job candi-
dates, companies can choose how objective to be. Many firms choose to disclose as 
little potentially undesirable information as possible to reduce the chance that it 
will make the position unappealing. Essentially, some firms believe that if they 
tell recruits what it is really like to work there, the recruits will not want the job. 
However, this focus on hiring people without giving them a thorough understand-
ing of what they are getting themselves into can backfire. Different people prefer 
different types of jobs and organizations. Once hired, they will obviously learn what 
the work and organizational culture are really like. If the fit is not good once people 
start work, they tend to leave. Companies are increasingly putting interactive fea-
tures and questionnaires on their websites to communicate their culture and give 
applicants insights into what it is like to work there. This increases the accuracy of 
new employees’ expectations and decreases psychological contract violations.

Realistic job previews (RJPs) involve the presentation of both positive and 
potentially negative information to job candidates. Rather than trying to sell can-
didates on the job and company by presenting the job opportunity in the most 
positive light, the company strives to present an accurate picture through an RJP. 
The goal is not to deter candidates, but rather to provide accurate information 
about the job and organization and build trust.20 Hiring customers and using 
employee referrals are among the methods many companies use to give job candi-
dates realistic information about what it would be like to work at that company.

If a common reason for employees leaving an organization is that the job 
is not what they expected, this is a good sign that the recruiting message can 
be improved. Giving applicants the opportunity to self-select out of the hiring 
process if they do not perceive themselves to be good fits with the position or 
organization increases the likelihood that the applicants ultimately hired will be 
good fits and will be better employees as a result. Given the relatively low cost 
associated with their development, RJPs may be useful for organizations trying 
to reduce turnover rates for jobs that departing employees say were not what 
they expected when they accepted job offers. Using video, text, and images on its 
website, Nationwide Insurance presents information about ten situations faced 
on the job the candidates are interested in and then asks a multiple-choice ques-
tion about their comfort with or enjoyment of each one to help candidates assess 
their fit before applying. Nationwide does not record candidates’ answers but 
does provide feedback either encouraging the candidates to apply for the job or 
discouraging them from applying for that job and encouraging them to  consider a 
different position at Nationwide.21

PERSONALITY AND INDIVIDUAL BEHAVIOR
Let’s now begin to focus more specifically on the role and importance of an individ-
ual’s personality as it relates to both work outcomes and the various forms of it. 
Personality is the relatively stable set of psychological attributes that distinguish 

realistic job previews 
(RJPs)
Involve the presentation 
of both positive and 
potentially negative 
information to job 
candidates

personality
The relatively stable set of 
psychological attributes 
that distinguish one 
person from another
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one person from another. A long-standing debate among  psychologists—often 
expressed as “nature versus nurture”—concerns the extent to which personality 
attributes are inherited from our parents (the “nature” argument) or shaped by 
our environment (the “nurture” argument). In fact, both biological and environ-
mental factors play important roles in determining our personalities.22 Although 
the details of this debate are beyond the scope of our discussion here, manag-
ers should strive to understand basic personality attributes and how they can 
affect people’s behavior and fit in organizational situations, not to mention their 
 perceptions of and attitudes toward the organization.

The “Big Five” Framework
Psychologists have identified literally thousands of personality traits and dimen-
sions that differentiate one person from another. But in recent years, researchers 
have identified five fundamental personality traits that are especially relevant to 
organizations.23 These traits, illustrated in Figure 3.1, are now commonly called 
the “Big Five” personality traits. As suggested by the figure, the personality of 
any given person can fall anywhere along each of these five traits.

Agreeableness refers to a person’s ability to get along with others. 
Agreeableness causes some people to be gentle, cooperative, forgiving, under-
standing, and good-natured in their dealings with others. Lack of it results in 

“Big Five” personality 
traits
A set of five fundamental 
traits that are especially 
relevant to organizations

agreeableness
The ability to get along 
with others

“Big Five” personality traits
Figure 3.1

The “big five” personality 
framework is currently 
very popular among 
researchers and 
managers. These five 
dimensions represent 
fundamental personality 
traits presumed to 
be important in 
determining the 
behaviors of individuals 
in organizations. In 
general, experts agree 
that personality traits 
closer to the left end of 
each dimension are more 
positive in organizational 
settings, whereas traits 
closer to the right are less 
positive.

Agreeableness

Conscientiousness

Extraversion

Neuroticism

Openness

High Agreeableness 

High Conscientiousness

Extraversion

Less Neurotic

More Openness

More Neurotic

Low Conscientiousness

Introversion

Low Agreeableness

Less Openness
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others being irritable, short-tempered, uncooperative, and generally antag-
onistic toward other people. Researchers have not yet fully investigated the 
effects of agreeableness, but it seems likely that highly agreeable people are 
better at developing good working relationships with coworkers, subordinates, 
and higher-level managers, whereas less-agreeable people are not likely to 
have particularly good working relationships. The same pattern might extend 
to relationships with customers, suppliers, and other key organizational 
constituents.

Conscientiousness refers to the extent to which a person can be counted 
on to get things done. Some people, for example, are organized, detail oriented, 
responsible, dependable, and plan carefully to meet deadlines. These individu-
als can be characterized as being strong on conscientiousness. Less-conscientious 
people may be prone to missing deadlines, overlooking various tasks, being unor-
ganized, and being generally less dependable. In general, research suggests that 
being strong on conscientiousness is often a good predictor of job performance for 
many jobs.

The third of the Big Five personality dimensions is neuroticism. People who 
are relatively more neurotic tend to experience unpleasant emotions such as 
anger, anxiety, depression, and feelings of vulnerability more often than do peo-
ple who are relatively less neurotic. People who are less neurotic are relatively 
poised, calm, resilient, and secure; people who are more neurotic are more excit-
able, insecure, reactive, and subject to extreme mood swings. People with less 
neuroticism might be expected to better handle job stress, pressure, and tension. 
Their stability might also lead them to be seen as being more reliable than their 
less-stable counterparts.

Extraversion reflects a person’s comfort level with relationships. 
Extroverts are sociable, talkative, assertive, and open to establishing new rela-
tionships. Introverts are much less sociable, talkative, and assertive and more 
reluctant to begin new relationships. Research suggests that extroverts tend to 
be higher overall job performers than introverts and that they are more likely 
to be attracted to jobs based on personal relationships, such as sales and mar-
keting positions. For this particular trait, the opposite version is also given 
a name—introversion. An introvert tends to be less comfortable in social 
situations.

Finally, openness reflects a person’s rigidity of beliefs and range of inter-
ests. People with high levels of openness are willing to listen to new ideas and 
to change their own ideas, beliefs, and attitudes in response to new information. 
They also tend to have broad interests and to be curious, imaginative, and cre-
ative. On the other hand, people with low levels of openness tend to be less recep-
tive to new ideas and less willing to change their minds. Further, they tend to 
have fewer and narrower interests and to be less curious and creative. People 
with more openness might be expected to be better performers due to their flex-
ibility and the likelihood that they will be better accepted by others in the orga-
nization. Openness may also encompass a person’s willingness to accept change; 
people with high levels of openness may be more receptive to change, whereas 
people with little openness may resist change.

The Big Five framework continues to attract the attention of both 
researchers and managers. The potential value of this framework is that it 
encompasses an integrated set of traits that appear to be valid predictors of 
certain behaviors in certain situations. Thus, managers who can both under-
stand the framework and assess those traits in their employees are in a good 
position to understand how and why they behave as they do. On the other 

conscientiousness
Refers to an individual 
being dependable and 
organized

neuroticism
Characterized by a 
person’s tendency to 
experience unpleasant 
emotions such as anger, 
anxiety, depression, and 
feelings of vulnerability

extraversion
The quality of being 
comfortable with 
relationships

introversion
The tendency to be 
less comfortable in 
relationships and social 
situations

openness
The capacity to entertain 
new ideas and to change 
as a result of new 
information
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hand, managers must be careful to not 
overestimate their ability to assess the 
Big Five traits in others. Even assess-
ment using the most rigorous and valid 
measures is likely to be somewhat impre-
cise. There are also times when using 
more specific personality traits to predict 
outcomes such as turnover or performance 
are more useful than the more general Big 
Five traits because the more specific trait 
more directly influences the intended out-
come. For example, if you are trying to hire a strong team player for a diverse 
creative team, individual differences including a preference for teamwork and 
other group orientation (a preference for working with diverse others) may 
outperform any of the Big Five traits in predicting performance. Another lim-
itation of the Big Five framework is that it is primarily based on research 
conducted in the United States. Thus, generalizing it to other cultures pres-
ents unanswered questions. Even within the United States, a variety of other 
factors and traits are also likely to affect behavior in organizations.

The Myers-Briggs Framework
The Myers-Briggs framework is also a popular framework that some people 
use to characterize personality. Many people know of this framework through 
a widely used questionnaire called the Myers-Briggs Type Indicator (MBTI).24 
More than 2 million people worldwide take the self-assessment inventory every 
year.25 It is based upon Carl Jung’s work on psychological types. Psychologist 
Carl Jung was a contemporary of Sigmund Freud and a leading exponent of 
Gestalt personality theory. The MBTI was first developed by Isabel Briggs 
Myers (1897–1979) and her mother, Katharine Cook Briggs, to help peo-
ple understand themselves and each other so that they could find work that 
matches their personality. They put Jung’s concepts into everyday language. 
Isabel Myers’s 1980 book Gifts Differing, and her philosophy of celebrating 
individual differences, encouraged the workplace diversity movement. The 
MBTI uses four scales with opposite poles to assess four sets of preferences. 
The four scales are:26

 1. Extroversion (E)/Introversion (I): Extroverts are energized by things and 
people. They are interactors and “on the fly” thinkers whose motto is “ready, 

The Myers-Briggs 
framework
A personality framework 
based upon Carl Jung’s 
work on psychological 
types and measured by 
the Myers-Briggs Type 
Indicator (MBTI)
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Conscientiousness refers to the extent that a 
person can be counted on to get things done. 
This group is acknowledging the work of one 
of their colleagues and his efforts to help them 
complete a project on time. He most likely has 
a high level of conscientiousness. Further, given 
how his colleagues seem to genuinely like 
him he most likely also has a high degree of 
agreeableness.
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fire, aim.” Introverts find energy in ideas, concepts, and abstractions. They 
can be social but also need quiet time to recharge their batteries. They are 
reflective thinkers whose motto is “ready, aim, aim.” Do you like to focus on 
the outer world (extroversion) or on your own inner world (introversion)?

 2. Sensing (S)/Intuition (N): Sensing people are detail oriented. They want and 
trust facts. Intuitive people seek out patterns and relationships among the 
facts that they have learned. They trust their intuition and look for the “big 
picture.” Do you prefer to focus on the information you take in (sensing) or do 
you like to interpret and add meaning (intuition)?

 3. Thinking (T)/Feeling (F): Thinkers value fairness and decide things imper-
sonally based on objective criteria and logic. Feelers value harmony and focus 
on human values and needs as they make decisions or judgments. When you 
make decisions, do you like to first look at logic and consistency (thinking) or 
at the people and special circumstances involved (feeling)?

 4. Judging (J)/Perceiving (P): Judging people are decisive and tend to plan. They 
focus on completing tasks, take action quickly, and want to know the essen-
tials. They develop plans and follow them, adhering to deadlines. Perceptive 
people are adaptable, spontaneous, and curious. They start many tasks and 
often find it difficult to complete them. Deadlines are meant to be stretched. 
In dealing with the world, do you like to get things decided quickly (judging) 
or do you prefer to stay open to new information and options (perceiving)?

The possible combinations of these preferences result in sixteen personality 
types, which are identified by the four letters that represent one’s tendencies on 
the four scales. For example, ENTJ reflects extraversion, intuition, thinking, and 
judging. You can complete a brief Myers-Briggs type self-assessment online at 
http://www.humanmetrics.com/cgi-win/JTypes2.asp.

Although the framework and Myers-Briggs instrument were not developed 
or intended to be used to identify personality profiles and label people, too often 
this is what is done with the results. This is problematic as it can lead to discrim-
ination and poor career counseling. Employers should not hire, fire, or assign 
employees by personality type, because the MBTI is not even reliable at identi-
fying a person’s type. When retested, even after intervals as short as five weeks, 
as many as 50 percent of people are classified into a different type. There is little 
support for the claim that the MBTI can justify job discrimination or be a reli-
able aid to someone seeking career guidance.27 Jung never intended for his work 
to be applied to a personality inventory. He noted, “My scheme of typology is only 
a scheme of orientation. There is such a factor as introversion, there is such a 
factor as extraversion. The classification of individuals means nothing, nothing 
at all. It is only the instrumentarium for the practical psychologist to explain, 
for instance, the husband to a wife or vice versa.”28 Nonetheless, the MBTI has 
become so popular that it is likely that you will encounter it during your career.29 
It can be a fun team-building tool for illustrating some of the ways that people 
differ, but it should not be used in making organizational decisions including hir-
ing and promotions.

OTHER IMPORTANT PERSONALITY TRAITS
Besides these complex models of personality, several other specific personality 
traits are also likely to influence behavior in organizations. Among the most 
important are locus of control, self-efficacy, authoritarianism, Machiavellianism, 
self-esteem, and risk propensity.
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Locus of Control
Locus of control is the extent to which people believe that their behavior has a 
real effect on what happens to them.30 Some people, for example, believe that if 
they work hard, they will succeed. They may also believe that people who fail do 
so because they lack ability or motivation. People who believe that individuals 
are in control of their lives are said to have an internal locus of control. Other 
people think that fate, chance, luck, or other people’s behavior determines what 
happens to them. For example, an employee who fails to get a promotion may 
attribute that failure to a politically motivated boss or just bad luck, rather than 
to his or her own lack of skills or poor performance record. People who think 
that forces beyond their control dictate what happens to them are said to have 
an external locus of control. Table 3.2 summarizes the effects of locus of control 
on important organizational factors. This chapter’s Understand Yourself feature 
gives you the opportunity to evaluate your locus of control when it comes to work.

Authoritarianism
Another important personality characteristic is authoritarianism, the extent to 
which a person believes that power and status differences are appropriate within 
hierarchical social systems such as organizations.32 For example, a person who 
is highly authoritarian may accept directives or orders from someone with more 
authority purely because the other person is “the boss.” On the other hand, a person 
who is not highly authoritarian, although he or she may still carry out reasonable 
directives from the boss, is more likely to question things, express disagreement 
with the boss, and even refuse to carry out orders if they are for some reason 
objectionable. During the aftermath of the Enron and Arthur Anderson scandals 

locus of control
The extent to which 
one believes one’s 
circumstances are a 
function of either one’s 
own actions or of external 
factors beyond one’s 
control

authoritarianism
The belief that power 
and status differences 
are appropriate 
within hierarchical 
social systems such as 
organizations

Effects of Locus of Control on Organizational Outcomes
Table 3.2

Organizational Outcome Internal versus External Locus of Control

Job satisfaction Internals are generally more satisfied with their job,
pay, supervisor, and coworkers.

Commitment Internals are more committed and have lower
absenteeism.

Job motivation Internals have greater task motivation, job involvement,
and self-confidence than do externals.

Job performance Internals tend to have higher job performance than
externals.

Career success Internals tend to earn a higher salary than do externals.

Conflict and stress Internals report lower role conflict, work-family conflict, 
burnout, and stress than do externals

Social integration Internals tend to be more socially integrated at work and
report more favorable relationships with their supervisors

Source: Adapted from See Ng, T.W.H., Sorensen, K.L., & Eby, L.T. (2006). Locus of Control at Work: A Meta-Analysis, Journal 
of Organizational Behavior, 27, 1057–1087.
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that destroyed both firms, charges were brought against some accountants who 
shredded important documents before they could be seized by the authorities. The 
defense these individuals used was that they were simply  following orders. To the 
extent a person engages in these kinds of behaviors knowing they are wrong but 
does so anyway in order to follow orders would suggest that the person is highly 
authoritarian.

Machiavellianism
Machiavellianism is another important personality trait. This concept is 
named after Niccolo Machiavelli, a sixteenth-century author. In his book The 
Prince, Machiavelli explained how the nobility could more easily gain and use 

Machiavellianism
A trait causing a person 
to behave in ways to gain 
power and control the 
behavior of others

Using the scale below, write the number from 1 to 7 that 
reflects your agreement or disagreement with the statements 
below. When you are finished, follow the scoring instructions 
at the bottom to interpret your score.

U N D E R S TA N D  Y O U R S E L F
WORK LOCUS OF CONTROL

strongly 
disagree disagree slightly 

disagree neutral slightly 
agree agree strongly 

agree

1 2 3 4 5 6 7

_____  1. A job is what you make of it.
_____  2.  On most jobs, people can pretty much accom-

plish whatever they set out to accomplish.
_____  3.  If you know what you want out of a job, you can 

find a job that gives it to you.
_____  4.  If employees are unhappy with a decision made 

by their boss, they should do something about it.
_____  5.  Getting the job you want is mostly a matter of luck.
_____  6.  Making money is primarily a matter of good 

fortune.
_____  7.  Most people are capable of doing their jobs well 

if they make the effort.
_____  8.  In order to get a really good job, you need to 

have family members or friends in high places.
_____  9. Promotions are usually a matter of good fortune.
_____ 10.  When it comes to landing a really good job, who 

you know is more important than what you know.

_____ 11.  Promotions are given to employees who perform 
well on the job.

_____ 12.  To make a lot of money, you have to know the 
right people.

_____ 13.  It takes a lot of luck to be an outstanding employee 
on most jobs.

_____ 14.  People who perform their jobs well generally get 
rewarded for it.

_____ 15.  Most employees have more influence on their 
supervisors than they think they do.

_____ 16.  The main difference between people who make a 
lot of money and people who make a little money 
is luck.

Scoring: First recalculate your responses to items 1, 2, 3, 4, 
7, 11, 14, and 15 by subtracting the number you wrote from 
7. (6 = 1; 5 = 2; 4 = 3; 3 = 4; 2 = 5; 1 = 6). Cross out 
the number you initially wrote and replace it with the recoded 
value; only the new values will be used in scoring. Now add 
up your scores to all sixteen items to get your work locus of 
control score.
Interpretation: Scores below 48 reflect a more internal locus 
of control and scores above 80 reflect a more external locus of 
control. Higher scores reflect a more external locus of control. 
Managers tend to have a more internal locus of control.31 If 
your score is not as low as you would like, review the questions 
and try to find ways to view yourself as being more in control 
of what happens to you.

Source: Adapted from Paul E. Spector.

42502_ch03_ptg01_081-113.indd   94 18/12/18   10:52 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 3 | Individual Differences 95

power. The term “Machiavellianism” is now 
used to describe behavior directed at gain-
ing power and controlling the behavior of 
others. Research suggests that the degree of 
Machiavellianism varies from person to per-
son. More Machiavellian individuals tend to be 
rational and unemotional, may be willing to lie 
to attain their personal goals, put little empha-
sis on loyalty and friendship, and enjoy manip-
ulating others’ behavior. Less Machiavellian 
individuals are more emotional, less willing to lie 
to succeed, value loyalty and friendship highly, 
and get little personal pleasure from manipulat-
ing others. By all accounts, Dennis Kozlowski, the 
indicted former CEO of Tyco International, had a 
high degree of Machiavellianism. He apparently 
came to believe that his position of power in the 
company gave him the right to do just about anything 
he wanted with company resources.33

Tolerance for Risk and Ambiguity
Two other closely related traits are tolerance for risk and tolerance for ambi-
guity. Tolerance for risk (also called risk propensity) is the degree to which a 
person is comfortable accepting risk and is willing to take chances and to make 
risky decisions. A manager with a high tolerance for risk, for example, might 
experiment with new ideas and gamble on new products. Such a manager 
might also lead the organization in new and different directions. This manager 
might be a catalyst for innovation or, if the risky decisions prove to be bad ones, 
might jeopardize the continued well-being of the organization. A manager with 
low tolerance for risk might lead an organization to stagnation and excessive 
conservatism or might help the organization successfully weather turbulent 
and unpredictable times by maintaining stability and calm. Thus, the potential 
consequences of a manager’s risk propensity depend heavily on the organiza-
tion’s environment.

Tolerance for ambiguity reflects the tendency to view ambiguous situ-
ations as either threatening or desirable.34 Intolerance for ambiguity reflects 
a tendency to perceive or interpret vague, incomplete, or fragmented informa-
tion or information with multiple, inconsistent, or contradictory meanings as an 
actual or potential source of psychological discomfort or threat.35 Being tolerant 
of ambiguity is related to creativity, positive attitudes toward risk, and orienta-
tion to diversity.36 Managers with a low tolerance for ambiguity tend to be more 
directive with their staff and do not empower them to make their own decisions 

tolerance for risk
The degree to which a 
person is comfortable 
with risk and is willing to 
take chances and make 
risky decisions

tolerance for ambiguity
Reflects the tendency 
to view ambiguous 
situations as either 
threatening or desirable

Authoritarianism is the extent to which a person believes 
that power and status differences within organizations are 
appropriate. This individual is listening closely to instructions  
from his boss and seems intent on following those  
instructions. A person lower on authoritarianism might  
not be as receptive to direction.
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at work. The best managerial 
strategy is to place individuals 
with a low tolerance for ambiguity 
in well-defined and regulated tasks.

Type A and B Traits
Two cardiologists identified a pair 
of different personality profiles they 
called Type A and Type B. The Type 
A personality is impatient, competi-
tive, ambitious, and uptight. The Type 
B personality is more relaxed and 
easygoing and less overtly competitive 
than Type A. Type Bs are not without 
stress, but they confront challenges and 
external threats less frantically. Unlike 
Type As, Type B personalities rarely 

experience a frustrated sense of wasting time when not actively engaged in pro-
ductive activity.37 Although Type As often have higher job performance than 
Type Bs,38 Type As are also more prone to stress and coronary heart disease. 
Although the idea that a cause-and-effect relationship exists between Type A 
behavior and coronary artery disease is controversial, some effects of Type A 
stress are definitely known. Stress causes an increase in blood pressure; if the 
stress is constant, the heart and arteries begin to show signs of damage. It has 
been estimated that 14–18 percent of sudden heart attacks occur immediately 
after an emotional stress and are more likely to occur when a person is angry.39 
However, as shown in Figure 3.2, Type A and B profiles reflect extremes with 
most people simply bending toward one or the other.

Type A personality
Impatient, competitive, 
ambitious, and uptight

Type B personality
More relaxed and 
easygoing and less 
overtly competitive than 
Type A

Figure 3.2
Few people have 
extreme Type A or Type 
B personality profiles. 
Instead, people tend 
toward one type or the 
other. This is reflected by 
the overlap between the 
profiles shown here.

Type A

• More competitive
• More devoted to
 work
• Stronger sense
 of time urgency

Type B

• Less competitive
• Less devoted to
 work
• Weaker sense
 of time urgency

M
IC

H
A

E
L

JU
N

G
/S

H
U

T
T

E
R

S
T

O
C

K
.C

O
M

A Type B personality describes someone who is relaxed, 
easygoing, and less overtly competitive. This manager seems 
to be calm and relaxed as she completes a project. While 
we can’t be certain, it would appear likely that she has a 
Type B personality.
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Understanding the personality type of your coworkers and boss can help 
you to better understand and manage this potential source of work conflicts. 
Recognizing your personality type can help you to identify work situations 
that are good fits for you. High Type As need greater stimulation than Type Bs 
and are more likely to overschedule themselves. In managers, having a high 
Type A personality and an external locus of control is associated with greater 
levels of perceived stress, lower job satisfaction, and poorer physical and men-
tal health compared to those with a Type B personality and an internal locus 
of control. Some researchers have even suggested that negative health conse-
quences may outweigh the superficial attractiveness of the Type A personality 
in a managerial position.40

The Bullying Personality
Workplace bullying is a repeated mistreatment of another employee through 
verbal abuse; conduct that is threatening, humiliating, or intimidating; or sab-
otage that interferes with the other person’s work.41 Popular media such as 
Time, Management Today, and Psychology Today have all featured stories on 
the pervasiveness of bullying. Bullying costs employers through higher turn-
over, greater absenteeism, higher workers’ compensation costs, and higher dis-
ability insurance rates, not to mention a diminished reputation as a desirable 
place to work.42 Sixty-one percent of Americans are aware of abusive conduct 
in the workplace, and over 60 million people are affected by it.43 Sixty-one per-
cent of bullying behavior is done by supervisors.44 Forty-five percent of targets 
report stress-related health problems; targeted individuals suffer debilitating 
anxiety, panic attacks, clinical depression, and even post-traumatic stress.45 
Despite this, only 29 percent of targets never report it and only 17 percent seek 
formal resolution.46

Who tends to become a bully? Bullying is complex and comes in a variety of 
forms, but common to all types is the abuse of authority and power, stemming 
from the bully’s need to control another person. Machiavellianism may lead to 
bullying. High Machiavellians exhibit a resistance to social influence, an orien-
tation to cognitions (rational thoughts) rather than emotions, and initiating and 
controlling structure (components of bossiness). High Machiavellians manipulate 
and exploit others to advance their personal agendas, which is the foundation of 
bullying. If personality helps to explain why some people are bullies, can it also 
help us understand why some people are more likely to be targets of bullying? 
Although there is no clear personality profile that predicts who will be targeted, 
people who are more introverted, less agreeable, less conscientious, less open to 
experience, and more emotionally unstable seem to be more likely to be bullied.47 
Many companies, including Berkshire Hathaway, Google, IDEO, and Barclays 
Capital have explicit “no jerks” policies and rules that help prevent and quickly 
resolve bullying issues.48 This chapter’s Improve Your Skills feature describes 
ways managers can be bullies (or just toxic) and describes various survival tac-
tics (that we hope you’ll never have to use!).

Role of the Situation
The relationship between personality and behavior changes depending on the 
strength of the situation we are in. We might be extroverted in nature but, in a 
situation like a lecture or an important meeting, suppress our tendencies and 

workplace bullying
Repeated mistreatment 
of another employee 
through verbal 
abuse; conduct that is 
threatening, humiliating, 
or intimidating; or 
sabotage that interferes 
with the other person’s 
work
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I M P R OV E  Y O U R  S K I L L S
CHALLENGING MANAGERIAL BEHAVIORS AND HOW TO RESPOND

TYPES OF NARCISSISTIC MANAGERS

Varieties Primary Traits Objective
Subordinate 
Survival Tactics Superior’s Actions

Grandiose: 
Psychodynamic

Outward grandiose 
self-image; exploits 
others; devalues 
others; enraged if 
self-esteem threatened; 
limited conscience and 
capacity for empathy; 
desperately protects 
underlying fragile 
self-esteem

Be admired Show admiration; 
avoid criticizing them; 
consult with mentor or 
executive coach

Close oversight of 
managers is needed to 
continually assess their 
treatment of others

Grandiose: Learned Grandiose self-image; 
exploits others out of 
carelessness; is incon-
siderate in treatment 
of others due to not 
receiving negative 
feedback for behavior

Be admired Show admiration; 
avoid criticizing them; 
consult with mentor or 
executive coach

Do not automatically 
believe superiors over 
subordinates

Control Freak Micromanages; seeks 
absolute control of 
everything; inflated 
self-image and deval-
uation of others’ abili-
ties; fears chaos

Control others Avoid direct sugges-
tions; let them think 
new ideas are their 
own; don’t criticize 
them; show admiration 
and respect; don’t out-
shine them; play down 
your accomplishments 
and ambition; docu-
ment your work; build 
relationship with a 
mentor; look for other 
positions

360-degree feedback; 
place them where 
they cannot do serious 
harm; consider getting 
rid of them; don’t 
ignore signs of trouble

Antisocial Takes what he or 
she wants; lies to get 
ahead and hurts others 
if they are in his or her 
way; lacks both a con-
science and capacity 
for empathy

Excitement of violating 
rules and abusing 
others

Avoid provoking them; 
transfer out before they 
destroy you; do not 
get dragged into their 
unethical or illegal 
activities; seek allies 
in coworkers and 
mentors; seek execu-
tive coach to help you 
cope

Consider possible 
presence of depres-
sion, anxiety, and 
alcohol

Source: From Lubit, R. (2004, March/April). The Tyranny of Toxic Managers: Applying Emotional Intelligence to Deal with Difficult Personalities. Ivey Business 
Journal, 4.
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G L O B A L     I S S U E S

HOW OTHERS SEE AMERICANS

Characteristics Most Commonly Associated with Americans

France Japan
Western 
Germany Great Britain Brazil Mexico

Industrious Nationalistic Energetic Friendly Intelligent Industrious

Energetic Friendly Inventive Self-indulgent Inventive Intelligent

Inventive Decisive Friendly Energetic Energetic Inventive

Decisive Rude Sophisticated Industrious Industrious Decisive

Friendly Self-indulgent Intelligent Nationalistic Nationalistic Greedy

Characteristics Least Commonly Associated with Americans

France Japan
Western  
Germany Great Britain Brazil Mexico

Lazy Industrious Lazy Lazy Lazy Lazy

Rude Lazy Sexy Sophisticated Self-indulgent Honest

Honest Honest Greedy Sexy Sexy Rude

Sophisticated Sexy Rude Decisive Sophisticated Sexy

Source: Adler, N. J. (2008). International Dimensions of Organizational Behavior (Table 3-1, p. 82). Mason, OH: Thompson/South-Western.

behave in a more quiet and reserved way. When situational pressures are weak, 
we are better able to be ourselves and let our personalities guide our behaviors. 
Strong organizational cultures might decrease the influence of personality on 
employee behaviors by creating clear guidelines for employee behavior. Weaker 
organizational cultures might allow greater individual employee expression, 
resulting in a wider variety of employee behaviors.

You now have a good understanding of some of the ways we all differ. It is 
also interesting to think about how frequently there are differences in how people 
from other cultures perceive us. Asking foreigners to describe people from your 
country is a powerful way to understand how others perceive you. This chapter’s 
Global Issues feature is from a Newsweek survey reporting the characteristics 
foreigners most and least often associate with Americans. It may give you some 
insight into how an American might be perceived differently in different parts of 
the world.
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100 PART 2 | Individual Behaviors and Processes in Organizations

INTELLIGENCE
In addition to personality and personality traits, another important set of indi-
vidual differences is intelligence. There are many types of intelligence, or mental 
abilities, including general mental ability, information processing capacity, ver-
bal ability, and emotional intelligence.

General Mental Ability
General mental ability is the capacity to rapidly and fluidly acquire, process, 
and apply information. It involves reasoning, remembering, understanding, and 
problem solving. It is associated with the increased ability to acquire, process, 
and synthesize information and has been defined simply as the ability to learn.49 
The strong association between measures of general mental ability and perfor-
mance in a wide variety of task domains is one of the most consistent findings in 
the field of organizational behavior.50 Research has supported the idea that men-
tal ability is most important in complex jobs, when individuals are new to the job, 
and when there are changes in the workplace that require workers to learn new 
ways of performing their jobs.51 Some companies, including Google, prefer to hire 
for general mental ability rather than experience.52

Information processing capacity involves the way individuals process 
and organize information. Information processing capacity also helps explain 
differences between experts and novices on task learning and performance, as 
experts process and organize information more efficiently and accurately than 
novices.53 General mental ability influences information processing capacity.54 
Age also explains differences in information processing capacity. Relative to 
younger adults, older adults tend to have access to a wider amount and variety 
of information, although they are less able to process novel information quickly.55

Mental ability tests typically use computerized or paper-and-pencil test for-
mats to assess general mental abilities, including verbal or mathematical rea-
soning, logic, and perceptual abilities. Because scores on these tests can predict a 
person’s ability to learn in training or on the job,56 be adaptable and solve prob-
lems, and tolerate routine, their predictive value may increase given the trend 
toward jobs requiring innovation, continual training, and nonroutine problem 
solving. There are many different types of mental ability tests, including the 
Wonderlic Personnel Test, Raven’s Progressive Matrices, the Kaufman Brief 
Intelligence Test, and the Wechsler Abbreviated Scale of Intelligence. Table 3.3 
presents example items like those incorporated into the Wonderlic test.

Despite being easy to use and one of the most valid selection methods for all 
jobs, mental ability tests produce racial differences that are three to five times 
larger than other methods that are also valid predictors of job performance such 
as structured interviews.57 Although the reasons for the different results are not 
fully understood, it is thought that factors including culture, differential access 
to test coaching and test preparation programs, and different test motivation lev-
els could be important factors.58 Job applicants also often dislike mental ability 
tests because they do not necessarily seem to be job related.59

Because hiring discrimination can be legally problematic when using mental 
ability tests,60 it is best to evaluate the effect of mental ability tests on protected 
groups before using them on job candidates. Because mental ability tests can be 
combined with other predictors to reduce adverse impact and increase predic-
tion accuracy, and because alternative predictors with less adverse impact can 

general mental ability
The capacity to rapidly 
and fluidly acquire, 
process, and apply 
information

information processing 
capacity
Involves the way 
individuals process and 
organize information
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Mental Ability Test Items

The following questions are similar to those found on the Wonderlic Personnel Test measur-
ing mental ability. The answers are at the bottom of the table.

 1. Assume the first two statements are true. Is the final one (1) true (2) false or (3) not 
certain?
• The girl plays soccer.
• All soccer players wear cleats.
• The girl wears cleats.

 2. Paper sells for $0.36 per pad. What will three pads cost?
 3. How many of the five pairs of items listed below are exact duplicates?

Pullman, K. M. Puilman, K. M.
Jeffrey, C. K. Jeffrey, C. K.
Schoeft, J. P. Shoeft, J. P.
Lima, L. R. Lima, L. R.
Woerner, K. E. Woerner, K. C.

 4. PRESENT PRESERVE—Do these words
1. Have similar meanings?
2. Have contradictory meanings?
3. Mean neither the same nor the opposite?

Table 3.3

Answers: (1) true; (2) $1.08; (3) 2; (4) 3.
be used to predict job success comparably to mental ability tests used alone, gen-
erally mental ability tests should not be used alone.61 Many organizations use 
mental ability tests, including the National Football League.62

Multiple Intelligences
Intelligence tests often involve a range of abstract questions designed to assess 
your language, spatial awareness, and numerical ability. However, to think that 
your score on a single test reflects your actual intelligence ignores your many 
other mental abilities. A lower score on a particular intelligence test result sim-
ply means you are less skilled at whatever type of intelligence that particular 
test measures—while reflecting nothing about your level of any other type of 
intelligence.

Increasingly, researchers and scholars are realizing that there is more than 
one way to be smart.63 Gardner’s theory of multiple intelligences suggests that 
there are several distinct forms of intelligence that everyone possesses in vary-
ing degrees:64

 1. Linguistic: words and language
 2. Logical–mathematical: logic and numbers
 3. Musical: music, rhythm, and sound
 4. Bodily–kinesthetic: body movement and control
 5. Spatial–visual: images and space
 6. Interpersonal: other people’s feelings
 7. Intrapersonal: self-awareness

multiple intelligences
Suggests that there are 
several distinct forms of 
intelligence that everyone 
possesses in varying 
degrees
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The different intelligences represent not only different content domains but 
also learning preferences. The theory suggests that assessment of abilities should 
measure all forms of intelligence, not just linguistic and logical– mathematical, 
as is commonly done (e.g., in college admissions tests like the ACT, SAT, GMAT, 
and GRE).65 According to this theory, learning and teaching should focus on the 
particular intelligences of each person. For example, if you have strong spatial 
or linguistic intelligences, you should be encouraged to develop these abilities.66 
The theory also emphasizes the cultural context of multiple intelligences. For 
instance, Gardner observed that the needs of different cultures lead them to 
emphasize different types of intelligence. For example, the high spatial abilities 
of the Puluwat people of the Caroline Islands enable them to navigate their ocean 
canoes, and a balance of personal intelligences is required in Japanese society.67

Knowing your strongest areas of intelligence can guide you to the most appro-
priate job and learning environments to enable you to achieve your potential. For 
example, compare your intelligence strengths to the job types in Table 3.4. As 
a manager, it is possible to develop the same skills in different ways for differ-
ent subordinates. For example, in diversity training, bodily–kinesthetic learners 
could engage in role-plays while spatial–visual subordinates could create posters 
conveying the material being taught. Using a person’s preferred learning style 
helps to make learning easy and enjoyable.

Matching Intelligence Types with Career Choices
Table 3.4

Type of Intelligence Related Careers
Preferred Learning
Style

Bodily-Kinesthetic: physical agility  
and balance; body control; hand-eye  
coordination

Athletes, firefighters, chefs, actors, 
gardeners

Touch and feel, physical  
experience

Interpersonal: ability to relate to others and 
perceive their feelings; interprets behaviors of 
others; relates to emotional intelligence

Psychologists, doctors, educators, 
salespeople, politicians

Human contact, teamwork

Intrapersonal: self-awareness; understands  
oneself and one’s relationship to others  
and to the world; relates to emotional  
intelligence

Related to success in almost all 
careers

Self-reflection, self-discovery

Linguistic: verbal and written language;  
explaining and interpreting ideas and  
information

Authors, speakers, lawyers, TV and 
radio hosts, translators

Verbal and written words  
and language

Logical-Mathematical: logic and pattern  
detection; analytical; problem solving;  
excels at math

Engineers, directors, scientists, 
researchers, accountants,  
statisticians

Logic and numbers

Musical: recognition of rhythm and tonal  
patterns; musical ability; high awareness  
and use of sound

Musicians, DJs, music teachers, 
acoustic engineers, music  
producers, composers

Music, sounds, rhythm

Spatial-Visual: creation and interpretation  
of visual images; visual and special  
perception

Artists, engineers, photographers, 
inventors, beauty consultants

Pictures, shapes, visually

Source: Based on Gardner, H. (1983). Frames of Mind. New York: Basic Books; Gardner, H. (1993a). Multiple Intelligences: The Theory in Practice. NY: 
Basic Books; Gardner, H. (1993b). Creating Minds. NY: Basic Books; Marks-Tarlow, T. (1995). Creativity Inside Out: Learning through Multiple Intelligences. 
Reading, MA: Addison-Wesley.
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Emotional Intelligence
Emotional intelligence (EI) is an interpersonal capability that includes the 
ability to perceive and express emotions, to understand and use them, and to 
manage emotions in oneself and other people.68 Expert Daniel Goleman defines 
emotional intelligence as “the capacity for recognizing our own feelings and 
those of others, for motivating ourselves, and for managing emotions well in 
ourselves and in our relationships.”69 He describes five dimensions of EI that 
include three personal competencies (self-awareness, self-regulation, and moti-
vation) and two social competencies (empathy and social skills). Emotional capa-
bilities may operate at multiple levels to influence change in organizations.70 EI 
may also influence employee emotional reactions to job insecurity and their cop-
ing with associated stresses.71 Emotional intelligence involves using emotional 
regulatory processes to control anxiety and other negative emotional reactions 
and to generate positive emotional reactions.72 Negative emotions, such as anxi-
ety or frustration, are distracting and result in diminished learning and perfor-
mance.73 Emotional regulation and control may also be important in managing 
distracting positive emotions at work. The five dimensions comprising emotional 
intelligence are:

 1. Self-awareness: being aware of what you are feeling
 2. Self-motivation: persisting in the face of obstacles, setbacks, and failures
 3. Self-management: managing your own emotions and impulses
 4. Empathy: sensing how others are feeling
 5. Social skills: effectively handling the emotions of others

People differ in the degree to which they can recognize the emotional mean-
ing of others’ facial expressions, although seven universal emotions are expressed 
in the face in exactly the same way regardless of race, culture, ethnicity, age, 
gender, or religion.74 These emotions are joy, sadness, fear, surprise, anger, con-
tempt, and disgust. Recognizing and understanding these emotions is important 
in communicating, establishing relationships, building rapport, negotiating, and 
many other managerial tasks. More effective communicators better recognize the 
emotions being conveyed by peoples’ facial expressions.75

There is some evidence that components of EI are malleable skills that can 
be developed, including facial expression recognition.76 The ability to understand 
what others think and feel, knowing how to appropriately persuade and motivate 
them, and knowing how to resolve conflicts and forge cooperation are some of 
the most important skills of successful managers. You can get a rough estimate 
of your EI by taking the EI self-assessment from About.com at http://psychology 
.about.com/library/quiz/bl_eq_quiz.htm.

There is also controversy associated with the concepts of EI.77 Some have 
argued that its theoretical conceptualization is unclear because it is overly inclu-
sive, lacks specificity, and encompasses both static trait components and malleable 
state components. It is not clear if it is simply a learned skill or an innate capabil-
ity. Several researchers have also argued that EI is simply a surrogate for general 
intelligence and well-established personality traits.78 However, a number of stud-
ies have supported the usefulness of EI.79 EI has been found to be related to, and 
yet distinct from, personality dimensions, and various measures of EI provided 
incremental predictive power regarding life satisfaction and job performance, even 
after controlling for Big Five personality dimensions.80 It appears that, although 
controversies still exist, EI is distinct from other ability and personality trait 
measures. There is some ambiguity about the degree to which EI is considered 
a malleable and trainable set of competencies versus a stable set of personality 

emotional intelligence (EI)
An interpersonal 
capability that includes 
the ability to perceive 
and express emotions, to 
understand and use them, 
and to manage emotions 
in oneself and other 
people

42502_ch03_ptg01_081-113.indd   103 18/12/18   10:53 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



104 PART 2 | Individual Behaviors and Processes in Organizations

traits or emotional abilities; however, EI does relate to job performance, adjust-
ments to stressful situations, and pro-social behaviors. This chapter’s Case Study 
explores how FedEx incorporated emotional intelligence into its new leader train-
ing program.

LEARNING STYLES
The final individual difference we will address in this chapter is learning style. 
Learning style refers to individual differences and preferences in how we process 
information while problem solving, learning, or engaging in similar activities.90 

learning style
Refers to individual 
differences and 
preferences in how we 
process information 
while problem solving, 
learning, or engaging in 
similar activities

CASE STUDY

Global shipping company FedEx has a “people 
first” philosophy and believes that for the company 
to deliver world-class customer service its managers 
must also have an attitude of service in managing 
their associates.81 FedEx has received numerous 
awards for being one of the world’s most respected 
and admired companies for over ten years82 and 
is one of the world’s most successful businesses. 
Although the company is focused on speed and 
logistics, from the start it recognized that its employ-
ees were the key to the company’s success and that 
leadership would be essential to effective manage-
ment. Fit with a service-oriented culture is taken so 
seriously that one of FedEx’s core managerial values 
is to be a servant leader.83

FedEx recognizes that leadership has grown more 
complex and wants to develop leadership capabilities 
in its managers to manage its changing workforce. 
The company wants leaders who make fast and accu-
rate decisions, who are able to influence others and 
motivate them to give their full effort, and who can 
help build a culture where diverse employees drive 
for exceptional performance in a sustainable way 
that creates value for all of its stakeholders.84 Jimmy 
Daniel, senior leadership facilitator at the FedEx 
Global Leadership Institute, said, “Some leaders have 
an innate ability to provide what’s needed to create 
a satisfying and rewarding work environment for 
employees, but many others need to develop this skill 
set.”85 To measure leadership performance, FedEx 
administers an annual survey where all employees 
can provide feedback about their managers. The sur-
vey’s themes include fairness, respect, listening, and 
trust. A recognition that all these characteristics are 
related to relationships and emotions created an inter-
est in emotional intelligence as a learnable skill set 

that would enhance managers’ ability to lead in the 
FedEx way.86

FedEx decided to increase its focus on emotional 
intelligence in its leadership development training to 
give all new managers a strong people-first foundation 
on which to build their managerial careers. To build 
teams in which employees give their full effort, FedEx 
believes that task-based management is insufficient 
and leaders need to manage their own emotions and 
behaviors to effectively serve as role models, mentors, 
and motivators at an emotional level.87 A five-day 
course and six-month follow-up coaching process was 
developed to identify new managers’ strengths and 
give them specific emotional intelligence competen-
cies to improve on.

The emotional intelligence training and coach-
ing program focused on showing managers how to 
manage themselves first and take charge of their own 
emotions and behaviors so that they can be effective 
influencers and role models. Most leaders showed 
large improvements in relationships, influence, and 
decision making because of their improved empathy, 
emotional literacy, and ability to navigate emotions.88 
FedEx has been extremely pleased with the success 
of the emotional intelligence development program, 
training over hundred facilitators to run the program 
and coach new leaders worldwide.89

Questions:

1. Do you think that emotional intelligence would 
be important for a manager at FedEx to have? 
Explain your answer.

2. How does FedEx develop its new leaders’ emo-
tional intelligence?

3. What else do you think that FedEx can do to 
enhance its managers’ emotional intelligence?

Emotional Intelligence at FedEx
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There are numerous typologies, measures, and models that capture these differ-
ences and preferences. Most of these approaches have focused on child learning, 
but there is evidence that these differences are important for adults as well.91 
Next, we’ll discuss several of the most popular approaches to learning styles.

Sensory Modalities
One approach addresses our preference for sensory modality. A sensory 
 modality is a system that interacts with the environment through one of the 
basic senses.92 The most important sensory modalities are:

• Visual: learning by seeing
• Auditory: learning by hearing
• Tactile: learning by touching
• Kinesthetic: learning by doing

According to researchers, about 20–30 percent of American students are audi-
tory; about 40 percent are visual; and the remaining 30–40 percent are either tac-
tile/kinesthetic, visual/tactile, or some combinations of the above major senses.93

Learning Style Inventory
A second approach to understanding learning styles, the Kolb Learning Style 
Inventory, is one of the more dominant approaches to categorizing cognitive styles.94 
According to David Kolb, the four basic learning modes are active experimentation, 
reflective observation, concrete experience, and abstract conceptualization. In addi-
tion, the learning process is considered from the two dimensions of active/passive 
and concrete/abstract.95 Kolb suggests that there are four basic learning styles:96

 1. Convergers: depend primarily on active experimentation and abstract con-
ceptualization to learn. People with this style are superior in technical tasks 
and problems and inferior in interpersonal learning settings.

 2. Divergers: depend primarily on concrete experience and reflective observa-
tion. People with this style tend to organize concrete situations from differ-
ent perspectives and structure their relationships into a meaningful whole. 
They are superior in generating alternative hypotheses and ideas and tend 
to be imaginative and people- or feeling-oriented.

 3. Assimilators: depend on abstract conceptualization and reflective observa-
tion. These individuals tend to be more concerned about abstract concepts 
and ideas than about people. They also tend to focus on the logical soundness 
and preciseness of ideas, rather than the ideas’ practical values; they tend to 
work in research and planning units.

 4. Accommodators: rely mainly on active experimentation and concrete 
experiences and focus on risk taking, opportunity seeking, and action. 
Accommodators tend to deal with people easily and specialize in action- 
oriented jobs, such as marketing and sales.

Although much has been written about cognitive styles, there are wide gaps 
in our current understanding. There are many differences in how styles are con-
ceptualized,97 and there have been numerous criticisms of Kolb’s measures and 
the underlying theory.98 These measures are subject to a variety of statistical 
and inferential problems, and many show low reliability.99 Most of the research 
has also focused on children—less work has focused on how the styles influence 

sensory modality
A system that interacts 
with the environment 
through one of the basic 
senses
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adult learning. Despite these limitations, evidence suggests that cognitive and 
learning styles may be important for understanding human behavior and perfor-
mance in a variety of contexts.

Learning Style Orientations
Finally, Annette Towler and Robert Dipboye100 developed a learning style orien-
tation measure to address some of the limitations of the Kolb inventory and iden-
tify key styles and preferences for learning. They demonstrated that learning 
style orientations predict preferences for instructional methods beyond the Big 
Five personality traits. They identified five key factors:

 1. Discovery learning: an inclination for exploration during learning. Discovery 
learners prefer subjective assessments, interactional activities, informational 
methods, and active-reflective activities.

 2. Experiential learning: a desire for hands-on approaches to instruction. 
Experiential learning is positively related to a preference for action activities.

 3. Observational learning: a preference for external stimuli such as demonstra-
tions and diagrams to help facilitate learning. Observational learning is pos-
itively related to preference for informational methods and active-reflective 
methods.

 4. Structured learning: a preference for processing strategies such as taking 
notes, writing down task steps, and so forth. Structured learning is related to 
preferences for subjective assessments.

 5. Group learning: a preference to work with others while learning. Group 
learning is related to preferences for action and interactional learning.

SUMMARY AND APPLICATION

Understanding individuals in organizations is important for all managers. A basic 
framework for facilitating this understanding is the psychological contract—people’s 
expectations regarding what they will contribute to the organization and what they 
will get in return. Organizations strive to achieve an optimal person-job fit, but this 
process is complicated by the existence of individual differences.

Personalities are the relatively stable sets of psychological and behavioral attri-
butes that distinguish one person from another. The Big Five personality traits are 
agreeableness, conscientiousness, neuroticism, extraversion, and openness. Myers-
Briggs dimensions and emotional intelligence also offer insights into personali-
ties in organizations. Other important personality traits include locus of control, 
self- efficacy, authoritarianism, Machiavellianism, self-esteem, and risk propensity. 
Learning styles, or individual differences and preferences in how we process infor-
mation while problem solving, learning, or engaging in similar activities, are also 
important individual differences and preferences, and there are numerous typolo-
gies, measures, and models that capture them. (In Chapter 5 we will discuss learn-
ing from a different perspective—the role of learning in work motivation.)

Everyone is different. We each have different personalities, demographics, and 
intelligences. By understanding the characteristics of your coworkers, managers, 
and subordinates, you will be best able to choose the OB tool or management style 
that will be most effective. Remember that flexibility is the key to effective manage-
ment. We next continue our discussion of other important individual differences that 
affect organizational behavior in Chapter 4. Among the major topics we will cover in 
that chapter are attitudes, values, emotions, perception, and stress.
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Southwest Airlines’ vision is “To become the world’s 

most loved, most flown, and most profitable airline.”101 

Southwest Airlines looks for employees with positive 

attitudes and leadership skills, who fit well with the com-

pany’s fun and unique culture. Their investment of time 

and resources in finding the right talent has paid off in 

lower turnover, increased internal promotion rates, and 

higher productivity.102

Instead of evaluating flight attendant candidates on a 

fixed set of skills, Southwest looks for their attitude toward 

others, work ethic, and their ability to work effectively on 

a team.103 Flight attendant candidates do more than inter-

view for a job, they audition—and the audition begins 

the moment they request an application. Managers jot 

down anything memorable about the initial conversa-

tion, both good and bad. When flying candidates out 

for interviews, their special tickets alert gate agents, flight 

attendants, and others to pay special attention to them. 

Employees observe whether recruits are consistently 

friendly to the crew and to other passengers or if they are 

complaining and drinking cocktails at 9 a.m., and they 

pass these observations on to the People Department.104

Flight attendant recruits are evaluated even when 

they think that they are not being assessed. During 

the five-minute speeches flight attendant job candi-

dates must give about themselves in front of as many 

as fifty other recruits, managers watch the audience as 

closely as the speaker. Unselfish people who enthusi-

astically support their potential coworkers are the ones 

who catch Southwest’s eye, not the applicants who 

seem bored or use the time solely to improve their own 

presentations.105

Prospective employees are often asked during an 

interview how they recently used their sense of humor 

in a work environment and how they have used humor 

to defuse a difficult situation. Southwest also looks for 

humor in the interactions people have with each other 

during group interviews.106 To assess the ability to be 

a passionate team player, Southwest asks candidates 

to describe a time at a current or previous employer in 

which they went above and beyond to help a coworker 

perform his or her job.107

Southwest consistently has the highest produc-

tivity numbers in the industry.108 Southwest’s hiring  

methods not only ensure that it hires people whose 

personalities fit the company’s culture, but who 

also help the company execute its customer service 

strategy.

REAL-WORLD RESPONSE
INDIVIDUAL DIFFERENCES THAT MAKE A  
DIFFERENCE AT SOUTHWEST AIRLINES
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UNDERSTAND YOURSELF EXERCISE

Work Locus of Control
This chapter’s Understand Yourself feature gave you the chance to self-assess 
your work locus of control. Higher scores on the measure reflect a more external 
locus of control. Managers tend to have a more internal locus of control. After 
completing the self-assessment, answer the following questions:
 1. Do you think that your score accurately reflects your locus of control at work? 

Why or why not?
 2. How do you think the work locus of control might influence your effective-

ness as a manager?
 3. What do you think is the ideal locus of control in a work setting and why?
 4. What might you do in the next year to make your work locus of control con-

sistent with your answer to question 3?

GROUP EXERCISE

Strengths-Based Development
When drought threatened the survival of Ohio farming co-op Auglaize Provico, 
CEO Larry Hammond realized that he would have to change the business model. 
Grain elevators were sold, headcount was carefully reduced by 25 percent, and 
the co-op took on work outside of its previous core business. Hammond even cut 
his own pay.

Hammond then implemented strengths-based development to leverage the 
unique strengths and talents of each employee. The strengths approach recog-
nizes that everyone has different talents and natural patterns of thought, feel-
ing, and behavior. Recognizing and building on those talents with pertinent skills 
and knowledge creates strengths. People who are applying a true strength tend 
to perform well. Hammond hoped that encouraging employees to leverage their 
innate talents would enable them to drive the business forward.

DISCUSSION QUESTIONS

1. What is a psychological contract? Why is it important? What psychological 
contracts do you currently have?

2. What individual differences do you feel are most important to organizations? 
Why?

3. If you were denied a job because of your score on a personality test, what 
would be your reaction?

4. If your supervisor exhibited bullying behaviors, what would you do?
5. Which of Gardner’s multiple intelligences do you feel are most important for 

managers?
6. Do you think emotional intelligence is important to managers? How would 

you assess emotional intelligence in deciding who to promote to a managerial 
position?

7. If you were a manager, what individual differences would be important to you in 
hiring an assistant? Why?
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Auglaize’s management had previously used a “deficit” development 
approach, spending a lot of time identifying employees’ weaknesses and trying to 
correct them. This meant that a lot of Auglaize’s management was relatively neg-
ative. Hammond wanted to change that approach. He says, “If you really want to 
[excel], you have to know yourself—you have to know what you’re good at, and 
you have to know what you’re not so good at, and a lot of people don’t. Most of 
us know what we’re not good at because people tell us. And we also tend to want 
to fix it.” The idea that workers should “fix” their weaknesses is common, but it 
can be problematic because attempts to fix weaknesses take time, attention, and 
energy away from maximizing naturally powerful talents. Employees also enjoy 
using their talents and doing something well instead of struggling against their 
weaknesses to produce mediocre work.

Every employee in the co-op took an assessment to measure and identify his 
or her top five talents and received at least two consultations on their individ-
ual strengths. This enabled Auglaize to build on what its employees naturally 
do best. Employees became more engaged, productive, and energized, and the 
organization became more successful. As one expert says, “One issue is that the 
people who are really valued often don’t know who they are, especially in times 
of change. If managers regularly give positive feedback to key performers, it 
increases their confidence to undertake greater challenges and reinforces their 
commitment.”

Questions
 1. Do you think it is better to focus on assessing and developing employees’ 

weaknesses or to focus on their strengths? Why?
 2. Why would strengths-based development increase employee engagement?
 3. If you were a manager, how might you interact with employees differently 

if you were using strengths-based development rather than deficit-based 
development?

Sources: Robison, J. (2007). Great Leadership under Fire. Gallup Management Journal. Available 
online: http://gmj.gallup.com/content/26569/Great-Leadership-Under-Fire.aspx; Local Ag Companies 
Merge to Form New Cooperative. (2008, February 20). Sidney Daily News, 8; Zelm, A. (2008, March 10). 
Farm Firm Poised for Expansion. The Evening Leader, A1.
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C H A P T E R 
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Attitude Change
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Affectivity

Perception and Attribution
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Consequences of Stress

Improve Your Skills: Stress  
Management Tips

Managing and Controlling Stress
Work–Life Balance

SUMMARY AND APPLICATION
Real-World Response: Attitude Is a 
Choice at Pike Place Fish Market

After studying this chapter, you should be able to:

1 Discuss how attitudes are formed, describe the meaning of cognitive dissonance, and 
identify and describe three important work-related attitudes.

2 Describe the role and importance of values and emotions in organizational behavior.

3 Describe basic perceptual processes and how perception affects fairness, justice, and 
trust in organizations.

4 Discuss the nature of stress, identify the basic causes and consequences of stress, and 
describe how stress can be managed.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S

42502_ch04_ptg01_114-157.indd   114 18/12/18   10:55 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



REAL-WORLD CHALLENGE

ATTITUDE IS A CHOICE AT PIKE  
PLACE FISH MARKET1

John Yokoyama did not plan on owning Seattle’s Pike Place Fish Market. Selling fish is a 

tough job. The days are long—most employees at Seattle’s Pike Place Fish work from 6:30 

a.m. to 6:30 p.m.—and the work can be boring and tiring. But when the owner of the busi-

ness decided to get out, Yokoyama decided to buy the business instead of losing his job.

As a manager, Yokoyama demanded results from his employees and came down hard 

on their mistakes. He never went on vacation and insisted on managing all of his compa-

ny’s activities himself. He emulated the previous owner’s negative attitudes, anger, and 

fear-based management style. No one working there was having fun, including Yokoyama.

As his business struggled, employee turnover was high and morale was low. Yokoyama 

knew he was not getting the best from his employees and finally recognized that he needed 

to change his managerial values and style to save his business. He realized that if he could 

better involve his employees and improve their attitudes, his business would also be likely 

to improve. Yokoyama asks you for advice on improving his employees’ attitudes. After 

reading this chapter, you should have some good ideas for him.
JOSEPH SOHM/SHUTTERSTOCK.COM 
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Attitudes are our beliefs and feelings about things. For example, soccer fans 
develop positive attitudes toward their favorite team and then support it by 
cheering for it to win, wearing shirts and caps with its logo, and bragging about 
its accomplishments to their friends. They also root for other teams to lose because 
this helps their own team. Their attitudes may be developed on the basis of where 
they live, who plays on the team, or myriad other factors.

If your boss asked you to work harder, could you? Most of us could probably give 
at least some additional effort if we chose to do so. Because attitudes, values, and 
perceptions all influence our behavior and job satisfaction, effectively managing 
them is one way to increase employees’ discretionary effort and improve perfor-
mance. Employees work harder and are less likely to quit their jobs when their 
personal values are consistent with the organization’s values, when they are sat-
isfied with their jobs, and when they have positive attitudes about the company 
and the work environment.2

Chapter 3 introduced the concept of individual differences and explored per-
sonality, intelligence, and learning styles. This chapter continues our focus on 
individual behavior in organizations. We begin with a discussion of attitudes, 
examining how attitudes are formed and changed, cognitive dissonance, and 
three key work-related attitudes. Next we look at how values and emotions affect 
organizational behavior. The role of perception, especially as it relates to issues 
of fairness and trust, is then discussed. Finally, our chapter concludes with a sec-
tion devoted to stress in organizations—its causes and consequences and how it 
can be managed.

ATTITUDES IN ORGANIZATIONS
People’s attitudes obviously affect their behavior in organizations. Attitudes 
are complexes of beliefs and feelings that people have about specific ideas, situa-
tions, or other people. Attitudes are important because they are the mechanism 
through which most people express their feelings. An employee’s statement that 
he or she feels underpaid by an organization reflects his or her feelings about his 
or her pay. Similarly, when a manager says that he or she likes a new advertising 
campaign, he or she is expressing his or her feelings about the organization’s 
marketing efforts.

How Attitudes Are Formed
Attitudes are formed by a variety of forces, including our personal values, our 

experiences, and our personalities. For example, if we value hon-
esty and integrity, we may form especially favorable atti-
tudes toward a manager whom we believe to be very honest 
and moral. Similarly, if we have had negative and unpleas-
ant experiences with a particular coworker, we may form 
an unfavorable attitude toward that person. Any of the “Big 
Five” or individual personality traits discussed in Chapter 
3 may also influence our attitudes. Understanding the basic 
structure of an attitude helps us see how  attitudes are formed 
and can be changed.

attitudes
A person’s complexes of 
beliefs and feelings about 
specific ideas, situations, 
or other people
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Affect, cognition, and behavioral intention are the primary  
components of an attitude. For instance, you may like a  
particular professor (affect), believe that she or he is a great  
instructor (cognition), and plan to take another class from the  
professor next semester (behavioral intention). However, if the  
class ends up scheduled at 8:00 a.m. you may reconsider if you 
have an early morning job or just like to sleep late!

Attitudes are usually viewed as stable dispositions to behave toward objects 
in a certain way. For any number of reasons, a person might decide that he or she 
does not like a particular political figure or a certain restaurant (a disposition). 
We would expect that person to express consistently negative opinions of the can-
didate or restaurant and to maintain the consistent, predictable intention of not 
voting for the political candidate or not eating at the restaurant. In this view, as 
illustrated in Figure 4.1, attitudes contain three components: cognition, affect, 
and intention.

Cognition is the knowledge a person presumes to have about something. You 
may believe you like a class because the textbook is excellent, the class meets at 
your favorite time, the instructor is outstanding, and the workload is reasonable. 
This “knowledge” may be true, partially true, or totally false. For example, you 
may intend to vote for a particular candidate because you think you know where 
the candidate stands on several issues. In reality, depending on the candidate’s 
honesty and your understanding of his or her statements, the candidate’s think-
ing on the issues may be exactly the same as yours, partly the same, or totally 
different. Cognitions are based on perceptions of truth and reality, and, as we 
note later, perceptions agree with reality to varying degrees.

A person’s affect is his or her feelings toward 
 something. In many ways, affect is similar to 
emotion—it is something over which we have 
little or no conscious control. For example, most 
people react to words such as “love,” “hate,” 
“sex,” and “war” in a manner that reflects 
their feelings about what those words convey. 
Similarly, you may like one of your classes, dis-
like another, and be indifferent toward a third. 
If the class you dislike is an elective, you may 

cognition
The knowledge a person 
presumes to have about 
something

affect
A person’s feeling toward 
something

Attitude Formation
Figure 4.1

Cognition Affect

Behavioral Intention

Attitudes are generally 
formed around a 
sequence of cognition, 
affect, and behavioral 
intention. That is, we 
come to know something 
that we believe to be 
true (cognition). This 
knowledge triggers a 
feeling (affect). Cognition 
and affect then together 
influence how we intend 
to behave in the future.
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118 PART 2 | Individual Behaviors and Processes in Organizations

Cognitive dissonance is sometimes experienced by 
people who smoke. Their cognition “tells” them that 
smoking is not healthy, but their behavior (smoking) 
contradicts this knowledge. To cope with the dissonance 
they may set goals for themselves to quit at some point in 
the future.

not be particularly concerned. But if it is the 
first course in your chosen major, your affective 
reaction may cause you considerable anxiety.

Intention guides a person’s behavior. If 
you like your instructor, you may intend to take 
another class from him or her next semester. 
Intentions are not always translated into actual 
behavior, however. If the instructor’s course next 
semester is scheduled for 8:00 a.m., you may 
decide that another instructor is just as good. Some 
attitudes, and their corresponding intentions, are 
much more central and significant to an individual 

than others. You may intend to do one thing (take a 
particular class) but later alter your intentions because of a more significant and 
central attitude (fondness for sleeping late).

Cognitive Dissonance
Cognitive dissonance plays an important role in how attitudes affect our behavior. 
For instance, suppose that you strongly believe that all companies need to be both 
profitable and environmentally responsible and that you are the new CEO of a 
company that is a terrible polluter. You learn that reducing your company’s carbon 
emissions would be so expensive that the company would no longer be profitable. 
What would you do? The gap between your environmentally responsible attitude 
and your attitude that your responsibility is to run a profitable company creates 
what is called cognitive dissonance. Cognitive dissonance is an incompatibility 
or conflict between behavior and an attitude or between two different attitudes.3 
When people experience dissonance, they often use one of four approaches to cope 
with it. Using the scenario mentioned earlier, these would include:

 1. You can change your behavior and reduce the company’s carbon emissions.
 2. You can reduce the felt dissonance by reasoning that the pollution is not so 

important when compared to the goal of running a profitable company.
 3. You can change your attitude toward pollution to decrease your belief that 

pollution is bad.
 4. You can seek additional information to better reason that the benefits to soci-

ety of manufacturing the products outweigh the societal costs of polluting.

Interestingly, though, sometimes people are aware of their dissonance but 
make a conscious decision to not reduce it. This decision would be influenced by 
the following three things:

 1. Your perception of the importance of the elements that are creating the dis-
sonance: Given your strong belief about the importance of environmental 
responsibility, it will be more difficult for you to ignore the dissonance. If the 

intention
Component of an attitude 
that guides a person’s 
behavior

cognitive dissonance
An incompatibility or 
conflict between behavior 
and an attitude or 
between two different 
attitudes.

S
T

E
F

A
N

O
L

U
N

A
R

D
I/

S
H

U
T

T
E

R
S

T
O

C
K

.C
O

M

42502_ch04_ptg01_114-157.indd   118 18/12/18   10:56 AM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 4 | Individual Values, Perceptions, and Reactions 119

Attitudes play an important role in organizations, especially attitudes 
like job satisfaction, organizational commitment, and employee 
engagement. Take this team of designers, for example. They seem to 
enjoy working together and appear to all be satisfied with what they 
are doing. In all likelihood, then, they will be productive and help the 
organization remain effective and successful. 

elements involved in the dissonance are less important to you, it is easier to 
ignore it.

 2. The amount of influence you feel you have over these elements: If you 
are being prevented by the board of directors from investing in pollution- 
reducing technology, it would be easier to rationalize the dissonance and not 
take action. If you are making the decision alone, however, then you are more 
likely to address the dissonance in a more active way.

 3. The rewards involved in the dissonance: Rewards for dissonance tend to 
decrease our reactions to it. If your sizeable annual bonus is based on the 
firm’s financial performance, for example, and not its environmental record, 
then you would likely be less inclined to take action to address the dissonance.

Attitude Change
Attitudes are not as stable as personality attributes. For example, new informa-
tion may change attitudes. A manager may have a negative attitude about a new 
colleague because of the colleague’s lack of job-related experience. After work-
ing with the new person for a while, however, the manager may come to realize 
that he or she is actually very talented and subsequently develop a more posi-
tive attitude. Likewise, if the object of an attitude changes, a person’s attitude 
toward that object may also change. Suppose, for example, that employees feel 
underpaid and as a result have negative attitudes toward the company’s reward 
system. A big salary increase may cause these attitudes to become more positive.

Attitudes can also change when the object of the attitude becomes less 
important or less relevant to the person. For example, suppose an employee has 
a negative attitude about his company’s health insurance. When his spouse gets 
a new job with an organization that has outstanding insurance benefits, his atti-
tude toward his own insurance may become more moderate simply because he 
no longer has to worry about it. Finally, as noted earlier, individuals may change 
their attitudes as a way to reduce cognitive dissonance.

Deeply rooted attitudes that have a long history are, of course, resistant to 
change. For example, over a period of years, a former airline executive named 
Frank Lorenzo developed a reputation in the industry of being anti-union and of 
cutting wages and benefits. As a result, employees  throughout 
the industry came to dislike and distrust him. 
When he took over a company called Eastern 
Airlines, its employees had such a strong atti-
tude of distrust toward him that they could 
never agree to cooperate with any of his pro-
grams or ideas or to support him as their leader. 
Many of them actually cheered months later 
when Eastern went bankrupt, even though it was 
costing them their own jobs!
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120 PART 2 | Individual Behaviors and Processes in Organizations

Key Work-Related Attitudes
People in an organization form attitudes about many different things. Employees 
are likely to have attitudes about their salary, their promotion possibilities, their 
boss, employee benefits, the food in the company cafeteria, and the color of the 
company softball team uniforms. Of course, some of these attitudes are more 
important than others. Especially important attitudes are job satisfaction, orga-
nizational commitment, and employee engagement.

Job Satisfaction
Job satisfaction is one of the most commonly studied organizational outcomes in 
the field of organizational behavior. Our job satisfaction reflects our attitudes 
and feelings about our job. As illustrated in Figure 4.2, the factors that have the 
greatest influence on job satisfaction are the work itself, attitudes, values, and 
personality. Satisfaction with the nature of the work itself is the largest influ-
ence on job satisfaction. If you do not like the work you are doing, it is hard to be 
satisfied with your job. Challenging work, autonomy, variety, and job scope also 
increase job satisfaction.4 As a manager, if you want to increase your subordi-
nates’ job satisfaction, focus first on improving the nature of the work they do.5 
Coworkers, bosses, and subordinates are part of the work experience and can also 
influence job satisfaction. Their attitudes and perceptions can be contagious, espe-
cially for new hires forming impressions about the job and company. If coworkers 
are unhappy and dissatisfied with their jobs, new hires are more likely to be dis-
satisfied than if they regularly interact with happy and satisfied coworkers.

job satisfaction
Reflects our attitudes and 
feelings about our job

Figure 4.2
Influences on Job Satisfaction

Job SatisfactionPersonality

Values

Attitudes 

The Work
Itself 

Job satisfaction is one 
of the most important 
job-related attitudes in 
organizations. It reflects 
both our attitudes and 
our feelings about our 
job. Job satisfaction is 
strongly influenced by our 
personality, values, other 
attitudes, and the work 
itself.
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Our attitudes and values about work also influence our job satisfaction. 
Someone with a negative attitude toward work is less likely to be satisfied with 
any job than someone with a positive attitude toward work. Employees who find 
intrinsic value in their work are doing what is important to them. If someone 
values challenge and variety in work, that person will be more satisfied with jobs 
with these characteristics than with monotonous work.

Interestingly, our job satisfaction is somewhat stable over time, even when 
we change jobs or employers.6 Some people are rarely satisfied with their jobs, 
and others tend to be satisfied no matter what job they have. Research evidence 
suggests that differences in job satisfaction are due in part to differences in 
employees’ genetics and personality.7 In particular, core self-evaluation,8 extro-
version, and conscientiousness9 influence job satisfaction. Accordingly, selecting 
extroverted, conscientious people who are a good fit with the job and who have 
high core self-evaluations (a broad, general, positive self-regard10) can enhance 
employees’ job satisfaction.

But are happy employees really more productive employees? The answer is 
yes. And the positive relationship between job satisfaction and job performance 
is even stronger for complex, professional jobs.11 Satisfied employees also bene-
fit organizations because job satisfaction positively influences employees’ atti-
tudes and organizational citizenship behaviors (as discussed in Chapter 1).12 
Conversely, job dissatisfaction is related to higher absenteeism and turnover, as 
well as to other withdrawal behaviors such as lateness, drug abuse, grievances, 
and retirement decisions.13 It isn’t just the level of job satisfaction that matters, 
however. If job satisfaction is declining, turnover intentions and actual turnover 
are particularly likely to increase.14 Because of the potentially high cost of these 
employee behaviors, the financial impact of improving employees’ job satisfaction 
can make it worthwhile for managers to invest in improving employee attitudes 
toward their jobs and the company.

Organizational Commitment
Organizational commitment reflects the degree to which an employee 
 identifies with the organization and its goals and wants to stay with the 
 organization. There are three ways we can feel committed to an employer:

 1. Affective commitment: positive emotional attachment to the organization and 
strong identification with its values and goals. Employees of a children’s hos-
pital may be affectively committed to the organization because of its goal of 
providing top-quality healthcare to kids. Affective commitment leads employ-
ees to stay with an organization because they want to and is related to higher 
performance.

 2. Normative commitment: feeling obliged to stay with an organization for 
moral or ethical reasons. An employee who has just finished an MBA paid for 
by a firm’s tuition reimbursement program might feel a moral obligation to 
stay with the employer for at least a few years to repay the debt. Normative 
commitment is related to higher performance and leads employees to stay 
with an organization because they feel they should.

 3. Continuance commitment: staying with an organization because of perceived 
high economic (i.e., taking another job would mean losing valuable stock 
options) and/or social costs (i.e., friendships with coworkers) involved with 
leaving. Continuance commitment leads employees to stay with an organiza-
tion because they feel that they have to.

organizational 
commitment
Reflects the degree to 
which an employee 
identifies with the 
organization and its 
goals and wants to stay 
with the organization
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122 PART 2 | Individual Behaviors and Processes in Organizations

These three types of organizational commitment are not mutually exclusive. 
It is possible to be committed to an organization in affective, normative, and con-
tinuance ways at the same time, at varying levels of intensity. At any point in 
time, an employee has a “commitment profile” that reflects high or low levels 
of all three types of organizational commitment.15 Different profiles have differ-
ent effects on workplace behavior such as job performance, absenteeism, and the 
chance that the organization member will quit.16

Employee Engagement
If you did not like your coworkers, your boss was mean, and you did not have 
the resources you needed to get your job done, how would you feel about your 
job? Would you put 100 percent into your work? When we feel respected and see 
how our work matters to the company and to others, we feel more enthusias-
tic and engaged. Employee engagement is “a heightened emotional and intel-
lectual connection that an employee has for his/her job, organization, manager, 
or coworkers that, in turn, influences him/her to apply additional discretionary 
effort to his/her work.”17

Engaged employees give their full effort to their jobs, often going beyond 
what is required because they are passionate about the firm and about doing 
their jobs well. Disengaged workers do not perform close to their potential capa-
bility, lacking the emotional and motivational connections to their employer that 
drive discretionary effort. Rather than wanting to do the work and wanting to 
do their best, disengaged workers feel they have to do the work and generally do 
only what they have to do as a result.

One study found that more than 50 percent of senior executives have 
“less than ideal emotional connection and alignment” to their organization.18 
This is particularly troubling given the financial consequences of low engage-
ment. High employee engagement is related to superior business performance. 
Towers Perrin found that high-engagement organizations have a 28 percent 
earnings-per-share (EPS) growth rate compared to low-engagement organiza-
tions’ 11 percent EPS decline.19 A report from the Society for Human Resource 
Management found that strengthening employee engagement saved one com-
pany $1.7 million in just one year.20 As a manager, remember that the drivers 
of employee engagement can differ from the drivers of employee attraction and 
retention—what gets employees into an organization is not the same as what 
keeps them engaged and keeps them from leaving.21 Engagement is enhanced 
when employees:

• Have clear goals.
• Have the resources needed to do a good job.
• Get meaningful feedback on their performance.
• Are able to use their talents.
• Are recognized for doing a good job.
• Have positive relationships with coworkers.
• Have opportunities to learn and grow.
• Have supportive leadership.

Table 4.1 summarizes the results of a recent global Towers Perrin survey on 
the different worldwide drivers of employee attraction, retention, and engagement 
by generation.

employee engagement
Heightened emotional 
and intellectual 
connection that an 
employee has for his or 
her job, organization, 
manager, or coworkers 
that, in turn, influences 
him or her to apply 
additional discretionary 
effort to his or her work
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VALUES AND EMOTIONS  
IN ORGANIZATIONS
Values and emotions are also important elements of individual behavior in 
organizations. Values are ways of behaving or end-states that are desirable 
to a person or to a group. Values can be conscious or unconscious.22 Although 
our values tend to be fairly well established by the time we are teenagers, they 
can be reshaped by major life events including the birth of a child, going to war, 
the death of a loved one, illness, or even business failure. Work values influence 
important individual and organizational outcomes including performance and 
retention and are often considered important work outcomes in themselves.23

A company leader’s personal values affect the firm’s business strategy24 and all 
aspects of organizational behavior including staffing, reward systems,  manager–
subordinate relationships, communication, conflict management styles, and 
 negotiation approaches.25 Personal values also influence ethical choices. When 
there are no clear rules for dealing with specific ethical problems, we tend to 
respond to each situation on an individual basis depending on our values at that 
time.26 Our personal values combine with organizational influences like company 
culture to generate decisions that can be significantly different from those made 
based solely on our personal values.27 Strong company cultures help to guide us 
when making these ambiguous choices. However, if personal values conflict with 
the organization’s cultural values, it is difficult to maintain ethical norms.28

values
Ways of behaving or end-
states that are desirable 
to a person or to a group

Top Three Worldwide Drivers of Employee Attraction, Retention, and Engagement 
for Different Age Groups

Table 4.1

Top Drivers of Attraction for 18- to 
24-Year-Olds

Top Drivers of Retention for 18- to 
24-Year-Olds

Top Drivers of Engagement for 18- to 
24-Year-Olds

Career advancement opportunities Have excellent career advance-
ment opportunities

Organization develops leaders at all 
 levels

Competitive base pay Work in an environment where 
new ideas are encouraged

Organization quickly resolves customer 
concerns

Learning and development 
 opportunities

Satisfaction with the organization’s 
business decisions

Senior management is sincerely 
 interested in employee well-being

Top Drivers of Attraction for 45- to 
54-Year-Olds

Top Drivers of Retention for 45- to 
54-Year-Olds

Top Drivers of Engagement for 45- to 
54-Year-Olds

Competitive base pay Organization’s reputation as a 
great place to work

Senior management is sincerely inter-
ested in employee well-being

Challenging work Satisfaction with the organization’s 
people decisions

Improved my skills and capabilities over 
the last year

Convenient work location Understand potential career track 
within the organization

The organization’s reputation for social 
responsibility

Source: Based on information provided in Exhibits 14, 15, and 16 of Towers Perrin Global Workforce Study—Global Report at http://www.towersperrin.com 
/tp/getwebcachedoc?webc=HRS/USA/2008/200803/GWS_Global_Report20072008_31208.pdf.
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124 PART 2 | Individual Behaviors and Processes in Organizations

Types of Values
Values can be described as terminal or instrumental and as intrinsic or extrinsic. 
Let’s explore each of these distinctions.

Terminal and Instrumental Values
One noted researcher has identified two types of values: terminal and instrumen-
tal.29 Terminal values reflect our long-term life goals and may include pros-
perity, happiness, a secure family, and a sense of accomplishment. People who 
value family more than career success will work fewer hours and spend more 
time with their kids than people whose values put career success first. Of course, 
this does not mean that having strong family values will prevent one from hav-
ing a successful career. Terminal values can change over time depending on our 
experiences and accomplishments. When a career-oriented person sells his or her 
business for a lot of money, his or her prosperity goals may be reached and family 
may then become most important.

Instrumental values are our preferred means of achieving our terminal 
values or our preferred ways of behaving. Terminal values influence what we 
want to accomplish; instrumental values influence how we get there. Honesty, 
ambition, and independence are examples of instrumental values that guide our 
behavior in pursuit of our terminal goals. The stronger an instrumental value is, 
the more we act on it. People who value honesty behave more ethically in pur-
suing the terminal value of prosperity and a sense of accomplishment than do 
people with a lower honesty instrumental value.

Intrinsic and Extrinsic Work Values
Intrinsic work values relate to the work itself.30 For example, some employees 
want challenging jobs with a lot of variety that require them to continually learn 
new things, whereas others prefer simpler jobs they can perform in the same 
way every day. Most people need to find some personal intrinsic value in their 
work to feel truly satisfied with it.31 Valuing challenging work and learning new 
skills can help advance your career. Extrinsic work values are related to the 
outcomes of doing work.32 Employees who work to earn money or to have health 
benefits are satisfying extrinsic work values. Having high status in the company, 
getting recognized for quality work, and having job security are extrinsic work 
values.

Conflicts among Values
Intrapersonal, interpersonal, and individual– organization value conflicts all influ-
ence employee attitudes, retention, job satisfaction, and job performance. When 
highly ranked instrumental and terminal values conflict and both cannot be met, 
we experience inner conflict and stress. At some point in their career, many manag-
ers experience an intrapersonal value conflict between the instrumental value 
of ambition and the terminal value of happiness. If being happy pulls us to spend 
quality time with our family or pursuing a hobby we love, but personal ambition 
pulls us to work longer hours and pursue promotions, we feel conflicted. People are 
generally happier and less stressed when their instrumental and terminal values 
are aligned.

terminal values
Reflect our long-term life 
goals and may include 
prosperity, happiness, 
a secure family, and a 
sense of accomplishment

instrumental values
Our preferred means of 
achieving our terminal 
values or our preferred 
ways of behaving

intrinsic work values
Relate to the work itself

extrinsic work values
Relate to the outcomes of 
doing work

intrapersonal value 
conflict
Conflict between the 
instrumental value of 
ambition and the terminal 
value of happiness
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Unlike intrapersonal value conflicts, which are internal to an individual, 
interpersonal value conflicts occur when two different people hold conflicting 
values. Interpersonal value conflicts are often the cause of personality clashes 
and other disagreements. If one coworker values individual rewards and the 
other values group recognition, the two may clash over how to approach a new 
project. As a manager, it is important to remember that people’s constellations 
of instrumental and terminal values differ. These differences can lead to dif-
ferences in work styles, work preferences, and reactions to announcements or 
events.

Finally, just as two different employees’ values can conflict, an employee’s 
values can conflict with the values of the organization, creating individual–
organization value conflict. Lower individual–organization value conflict 
leads to greater job satisfaction, higher performance, lower stress, and greater 
job commitment.33

How Values Differ around the World
Global differences in values can also lead to different managerial behaviors. 
For example, Latin Americans tend to highly value family loyalty, which leads 
them to hire competent family members whenever possible.34 Managers in the 
United States tend to strongly value individual achievement, which leads them 
to emphasize a candidate’s previous performance and skill assessments rather 
than family ties.

Values are influenced by culture. Research has found that a large number 
of basic values can be condensed into two major dimensions that vary across 
cultures: (1) traditional/secular–rational values and (2) survival/self- expression 
values.35 Traditional/secular-rational values reflect the contrast between soci-
eties in which religion is very important and those in which it is not. More 
traditional societies emphasize the importance of parent–child ties and def-
erence to authority, which is reflected in high levels of national pride and a 
nationalistic outlook. Societies with secular-rational values have the opposite 
characteristics.

Survival values emphasize economic and physical security. Self-expression 
values emphasize subjective well-being, self-expression, and quality of life, giving 
high priority to environmental protection, diversity tolerance, and participation 
in decision making. Societies that rank high on self-expression values also tend 
to have higher interpersonal trust and tolerance and value individual freedom 
and self-expression.36 Figure 4.3 illustrates how these two major dimensions of 
values differ in a variety of countries.

The Role of Emotions in Behavior
Emotions also play an important role in organizations. Do you behave the same 
way or perform as well when you are excited as you do when you are unhappy 
or afraid? Of course not—which is the reason why emotions play an import-
ant role in the workplace. It is easy to imagine the performance difference of 
unhappy salespeople compared to a happy sales staff. Employees who effec-
tively manage their emotions and moods can create a competitive advantage 
for a company. Would Starbucks or Nordstrom be as successful with moody 
employees? It is not likely.

interpersonal value 
conflicts
Occur when two different 
people hold conflicting 
values

individual–organization 
value conflict
When an employee’s 
values conflict with the 
values of the organization
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We all experience emotions at work. Our behaviors are not guided solely 
by conscious, rational thought. In fact, emotion often plays a larger role in our 
behaviors than does conscious reasoning. Emotions are intense, short-term 
physiological, behavioral, and psychological reactions to a specific object, person, 
or event that prepare us to respond to it. Let’s break this definition down into its 
four important elements:

 1. Emotions are short events or episodes. Emotions are relatively short-lived. 
Excitement about making a big sale or anxiety over a looming deadline sub-
sides after a little while.

 2. Emotions are directed at something or someone. This differentiates emotions 
from moods, which are short-term emotional states that are not directed 

emotions
Intense, short-term 
physiological, behavioral, 
and psychological 
reactions to a specific 
object, person, or 
event that prepare us to 
respond to it

Figure 4.3
How Values Differ around the World
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Values differ around 
the world. One useful 
way to understand 
differences in values is in 
terms of secular/rational 
values and survival/
self-expression values. 
This figure illustrates how 
different regions of the 
world reflect these two 
sets of values.

Source: Inglehart, R., & Welzel, C. (2005). Modernization, Cultural Change and Democracy (p. 64). New York: 
Cambridge University Press. Based on the World Values Surveys, see http://www.worldvaluessurvey.Org.  
Copyright © 2005 Ronald Inglehart and Christian Welzel. Reprinted with the permission of Cambridge University Press.
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Affect and mood play important roles in how we perform 
our jobs and how others perceive us. These two Starbucks 
baristas, for example, are happy and engaging. Their positive 
mood and affect, in turn, can make their customers feel good 
as well.

toward anything in particular.37 Moods are less intense than emotions and 
can change quickly. The cause of emotions can be readily identified—making 
a big sale or facing a deadline, for example.

 3. Emotions are experienced. They involve involuntary changes in heart 
rate, blood pressure, facial expressions, animation, and vocal tone. We feel 
emotion.

 4. Emotions create a state of physical readiness through physiological 
reactions. Increased heart rate, adrenaline, and eye movements prepare 
our bodies to take action. Particularly strong emotions including fear, 
anger, and surprise can demand our attention, interrupt our thoughts, and 
motivate us to respond by focusing our attention on whatever is generating 
the emotion.

Whereas an attitude can be thought of as a judgment about something, 
an emotion is experienced or felt. Emotions do not last as long as attitudes. 
Emotions influence how we perceive the world, help us interpret our experi-
ences, and prime us to respond. Why is understanding the role of emotions 
important to organizations? First, because they are malleable, effective 
employees and managers know how to positively influence their own emotions 
and the emotions of others.38 Second, emotions influence both the creation and 
maintenance of our motivation to engage or to not engage in certain behaviors. 
Third, research has found that emotion can influence turnover, decision mak-
ing, leadership, helping behaviors, and teamwork behaviors.39 The quality of 
subordinates’ emotional exchanges with their leader also influences the affec-
tive tone of the workgroup.40 Effective leaders use emotion to generate positive 
follower behaviors.

Affect and Mood
Although the cause of emotions tends to be obvious, the cause of mood tends to 
be more unfocused and diffused. Moods are short-term emotional states that are 
not directed toward anything in particular. Unlike instant reactions that produce 
emotion, and that change with expectations of future pleasure or pain, moods are 
harder to cope with and can last for hours or even days.41 Our mood 
at the start of a workday influences how we see 
and react to work events, which influences our 
performance.42 Because moods reflect an indi-
vidual’s emotional state, researchers typically 
infer the existence of moods from a variety of 
behavioral cues.

Our moods can be influenced by others. 
Nasty interactions with coworkers can impact 
our mood five times more strongly than 

moods
Short-term emotional 
states that are not 
directed toward anything 
in particular
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128 PART 2 | Individual Behaviors and Processes in Organizations

positive interactions.43 Workgroups tend to experience shared group moods when 
they can display mood information to each other through facial, vocal, and behav-
ioral cues.44 Subordinates’ attributions of their leader’s sincere versus manipula-
tive intentions also influence their emotional responses to the leader.45 Altering 
characteristics of the group’s work, changing elements of the work context, or 
changing group membership in a way that changes the manner in which cowork-
ers interact can change the amount and type of mood information members get 
from each other and influence employees’ moods.

Affectivity represents our tendency to experience a particular mood or to 
react to things with certain emotions.46 Researchers have identified two types 
of affectivity: positive and negative. Individuals with a high positive affectivity 
experience tend to experience more positive emotions including cheerfulness or 
enthusiasm. Individuals higher in negative affectivity tend to experience more 
negative emotions, such as irritation or nervousness.

The two dominant dimensions of mood are positive affect, which reflects 
a combination of high energy and positive evaluation characterized by emo-
tions like elation, and negative affect, which comprises feelings of being 
upset, fearful, and distressed.47 As shown in Figure 4.4, positive and negative 
affect are not opposites but are two distinct dimensions.48 Not being elated 
does not mean that you are upset, and not being sad does not mean that you 
are elated. Affect tends to be somewhat dispositional and fairly stable over 
time. Some people just tend to be more positive and optimistic than others.49 
Negative affect is related to lower organizational citizenship behaviors, greater 
withdrawal and counterproductive work behaviors, lower job satisfaction, and 
greater injuries.50 Affectivity can also be important to training outcomes. 
Employees with greater positive affect or lower negative affect experience a 
greater increase in self-efficacy after training. This suggests that affectivity 
may be an important thing to consider when choosing people to participate in 
development programs.51

Moods and emotions can also influence our satisfaction with our jobs and 
employers. Higher positive affect is related to increased creativity, openness 
to new information, and efficient decision making.52 Positive affectivity also 
increases the likelihood of cooperation strategies in negotiations, improving the 
results.53 Numerous studies show that happy individuals are successful in many 
areas of their lives, including marriage, health, friendship, income, and work 
performance.54

affectivity
Represents our tendency 
to experience a particular 
mood or to react to things 
with certain emotions

positive affect
Reflects a combination of 
high energy and positive 
evaluation characterized 
by emotions like elation

negative affect
Comprises feelings of 
being upset, fearful, and 
distressed

Figure 4.4
Positive and Negative Affect

Negative
affect

Positive
affect

Neither positive
nor negative affect

Affect can vary anywhere 
along a continuum 
ranging from positive 
affect to negative affect. 
As illustrated here, it is 
also possible to fall in 
between these extremes 
and reflect neither 
positive nor negative 
affect.

Source: Thompson, E. R., Development and Validation of an Internationally Reliable Short-Form of the Positive and 
Negative Affect Schedule (PANAS), Journal of Cross-Cultural Psychology, 38(2), 227–242. © 2007 by SAGE 
Publications. Reprinted by Permission of SAGE Publications.
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Perception is often illustrated by the different reactions of fans of  
two rival athletic teams. For example, suppose these fans are 
watching a close football game and the outcome is determined  
by a controversial play in the closing seconds. The fans dressed 
in green may all agree that the play was called correctly by the 
referees, while fans of the red team may argue that the referees 
made the wrong call and cost their team a victory. Their perceptions 
will be different even though they all saw the same events.

PERCEPTION IN ORGANIZATIONS
Perception—the set of processes by which an individual becomes aware of and 
interprets information about the environment—is another important element of 
workplace behavior. If everyone perceived everything the same way, things would 
be a lot simpler (and a lot less exciting!). Of course, just the opposite is true: 
People perceive the same things in very different ways.55 Moreover, people often 
assume that reality is objective and that we all perceive the same things in the 
same way.

To test this idea, we could ask students at the University of Michigan and 
Ohio State University or the University of Georgia and the University of Florida 
to describe the most recent football game between their schools. We proba-
bly would hear two conflicting stories. These differences would arise primar-
ily because of perception. The fans “saw” the same game but interpreted it in 
sharply contrasting ways. Since perception plays a role in a variety of workplace 
behaviors, managers should understand basic perceptual processes. As implied 
in our definition, perception actually consists of several distinct processes. 
Moreover, in perceiving we receive information in many guises, from spoken 
words to visual images of movements and forms. Through perceptual processes, 
the receiver assimilates the varied types of incoming information for the pur-
pose of interpreting it.56

Basic Perceptual Processes
Two basic perceptual processes are particularly relevant to managers—selective 
perception and stereotyping.

Selective Perception
Selective perception is the process of screening out information that we are 
uncomfortable with or that contradicts our beliefs. For example, suppose a man-
ager is exceptionally fond of a particular worker. The manager has a very posi-
tive attitude about that worker and considers him or her to be an outstanding 
performer. One day the manager observes this individual appar-
ently sleeping at his or her desk. The manager 
may assume that the worker stayed up work-
ing late the night before and is just taking a 
short nap. Alternatively, suppose the manager 
has a very negative attitude about the worker 
and observes the same behavior. In this case, 

perception
The set of processes 
by which an individual 
becomes aware of and 
interprets information 
about the environment

selective perception
The process of screening 
out information that we 
are uncomfortable with 
or that contradicts our 
beliefs
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130 PART 2 | Individual Behaviors and Processes in Organizations

Fairness and trust are important in organizations. Take this manager and her 
employee, for example. The manager is having a difficult disciplinary conversation 
with the employee. Assuming that the basis for the conversation is fair and is being 
handled properly then the manager and employee can maintain their relationship of 
trust. But if the basis for conversation is not fair, then trust will have been undermined. 

the manager might assume that the worker was out late partying the 
night before, perhaps reinforcing the negative attitude.

Stereotyping
Stereotyping is categorizing or labeling people on the basis of a sin-
gle attribute. Certain forms of stereotyping can be useful and efficient. 
Suppose, for example, that a manager believes that communication 
skills are important for a particular job and that speech communica-
tion majors tend to have exceptionally good communication skills. As a 
result, whenever he or she interviews candidates for jobs he or she pays 
especially close attention to speech communication majors. To the extent 
that communication skills truly predict job performance and that major-
ing in speech communication does indeed provide those skills, this form 
of stereotyping can be beneficial. Common attributes from which people 
often stereotype are race and sex. Of course, stereotypes among these 
lines are inaccurate and can be harmful. For example, suppose a human 

resource manager forms the stereotype that women can only perform certain 
tasks and that men are best suited for other tasks. To the extent that this 
affects the manager’s hiring practices, he or she is (1) costing the organization 
valuable talent for both sets of jobs, (2) violating federal law, and (3) behaving 
unethically.

Errors in Perception
As you might expect, errors may creep into how we interpret the things we per-
ceive. Stereotyping and selection perception are often the underlying causes of 
these errors, but other factors may also come into play. Perception shortcuts, 
for example, may play a role. One perception shortcut is categorization, which 
reflects our tendency to put things into groups or categories (e.g., Southerner, 
energetic, athlete, etc.). We then exaggerate the similarities within and the dif-
ferences between the groups. This explains our tendency to see members of a 
particular group to which we do not belong as being more alike than they actu-
ally are. Have you ever seen someone work quickly and thought to yourself how 
good he or she is at that job? If so, you may have put that person into a “high 
performer” category.

After we put people into categories, selective perception leads to selectively 
interpreting what we see based on our interests, expectations, experience, and 
attitudes. Once we categorize someone (a cashier named Sue, for our running 
example) as a high performer, we focus more on (and will better remember) infor-
mation related to her high performance, and we tend to disregard information 
reflecting her low performance. If we saw Sue make an error on the cash reg-
ister, we might discount it by attributing it to a fluke or to a problem with the 
machine and focus only on her superior item-scanning speed. Selective perception 

stereotyping
The process of 
categorizing or labeling 
people on the basis of a 
single attribute
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reinforces stereotypes as the perceiver focuses on information and behaviors that 
confirm rather than negate the assigned stereotype. A supervisor who believes 
that a subordinate has high potential will interpret what is observed through 
that positively biased lens, while a supervisor who believes a subordinate has 
low ability will interpret the same information negatively to reinforce expecta-
tions of low performance. Managers need to be aware of this bias in order to eval-
uate subordinates more objectively and accurately.

The halo effect is when we form a general impression about something or 
someone based on a single (typically good) characteristic. For example, people 
tend to associate beauty with other positive characteristics. We often assume 
that physically attractive people possess more socially desirable personalities 
than less-beautiful people do and that they lead happier and more successful 
lives.57 Similarly, because you perceive Sue to be a high performer, you might 
assume that she is also intelligent, energetic, or whatever else you associate with 
high performers. The opposite of halo is the horns effect. This occurs when we 
form a general impression based on a single “bad” characteristic. If you perceive 
Bill to be a low performer, you may also assume that he is less intelligent, less 
motivated, and so forth.

The contrast effect occurs when we evaluate our own or another person’s 
characteristics through comparisons with other people we have recently 
encountered who rank higher or lower on the same characteristics. After 
encountering Sue, if we see an average cashier, we might evaluate him or her 
as below average because we thought so highly of Sue’s performance. The con-
trast effect is common among college students who—because they are used 
to being around people who have relatively high intelligence and ambition 
compared to the general public and because they compare themselves to other 
smart, motivated  people— conclude that they are only average when, in fact, 
they are above average. Projection occurs when we project our own charac-
teristics onto other people. If a hiring manager is interviewing someone who 
reminds him or her of himself or herself when he or she was just starting out, 
he or she may assume that the candidate also shares his or her values, work 
ethic, and abilities.

First impression bias may also be relevant. Research has found that 
not only do we tend to avoid people after we have had a negative reaction 
to them,58 but also negative impressions are harder to change than posi-
tive ones.59 First impressions are formed quickly. If you find yourself mak-
ing negative assumptions about someone you have just met, it can be a good 
idea to quickly look for positive information that disconfirms your negative 
assumptions before they become too strongly held. Our social perceptions 
can obviously be flawed—even the most skilled observers can misperceive 
and misjudge others. Once we form wrong impressions, they are likely to per-
sist. When we have the motivation and the resources to think carefully about 
something, we usually will, but even then the various cognitive biases can 
influence our perceptions.

Our impressions and expectations of others also can become self-fulfilling 
prophecies. If we categorize a person as untrustworthy, we are likely to treat that 
individual with suspicion and distrust. These actions then evoke appropriate 
guarded reactions from the other person, whose reactions serve to confirm our 
initial impressions. One of the first experiments on the self-fulfilling prophecy 
effect in work settings was conducted in a job-training program for disadvan-
taged employees.60 Trainees labeled “high aptitude” (though randomly selected) 
achieved more on objective tests, were rated higher by their supervisors and 
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132 PART 2 | Individual Behaviors and Processes in Organizations

peers, and had lower dropout rates than the trainees who were not labeled in 
that way. Self-fulfilling prophecies are widespread in organizations. High expec-
tations have a stronger effect on disadvantaged groups or those stereotyped as 
low achievers and on people who are unsure of their abilities in a particular sit-
uation.61 Self-fulfilling prophecies also seem to work best in newly established 
relationships.

Perception and Attribution
Have you ever noticed that when classmates do well on a test, they often attri-
bute it to their own effort and ability, but when they learn that you did well, 
they seem to attribute it more to luck or to easy grading by the instructor? This 
tendency is a perfectly normal outcome of attributions. Attribution refers to the 
way we explain the causes of our own as well as other people’s behaviors and 
achievements, and understand why people do what they do.62 Our job perfor-
mance and even our ultimate survival in an organization often depend on the 
accuracy of our attributions for our own and supervisor, coworker, and customer 
behaviors and outcomes.

The strongest attribution people tend to make is whether their own or oth-
ers’ behaviors or outcomes are due to the individual (internal factors) because 
of things like effort or ability or to the environment (external factors) because of 
things like luck, a lack of resources, or other people. As shown in Figure 4.5, we 
rely on three rules to evaluate whether to assign an internal or an external attri-
bution to someone’s behavior or outcome:63

attribution
The way we explain 
the causes of our 
own as well as other 
people’s behaviors 
and achievements, and 
understand why people 
do what they do

Using the scale above, and thinking about yourself and how 
you usually feel, indicate beside each item below to what 
extent it generally describes you:

___  1. Often feel blue
___  2. Feel comfortable with myself
___  3. Am very pleased with myself
___  4. Have frequent mood swings
___  5. Panic easily
___  6. Rarely get irritated
___  7. Seldom feel blue
___  8. Dislike myself

___  9. Am not easily bothered by things
___ 10. Am often down in the dumps

Scoring: For items 2, 3, 6, 7, and 9 subtract your score 
from 5. Then add up the ten scores to calculate your negative 
affectivity score.

Interpretation: If your negative affectivity score is greater 
than 28, it is above average compared to a sample of 178 
people under the age of 30. To reduce your negative affec-
tivity, try to think more positively and focus on those things for 
which you can be grateful. Keeping a gratitude journal can 
help you reflect positively on the things that happen in your life.

Sources: Goldberg, L. R. (1999). A broad-bandwidth, public-domain  personality 
inventory measuring the lower-level facets of several Five-Factor models. In I. 
Mervielde, I. J. Deary, F. De Fruyt, & F. Ostendorf (Eds.), Personality psychology 
in Europe (Vol. 7, pp. 7–28). Tilburg, Netherlands: Tilburg University Press; 
International Personality Item Pool, “Neuroticism,” https://ipip.ori.org/new-
NEOKey.htm#Neuroticism; Gow, A. J., Whiteman, M. C., Pattie, A., & Deary, I. J. 
(2005). Goldberg’s ‘IPIP’Big-Five factor markers: Internal consistency and concur-
rent validation in Scotland. Personality and Individual Differences, 39(2), 317–329.

U N D E R S TA N D  Y O U R S E L F
NEGATIVE AFFECTIVITY

Strongly  
Disagree Disagree Neutral Agree Strongly  

Agree

1 2 3 4 5
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 1. Consistency: Has the person regularly behaved this way or experienced this 
outcome in the past? If your roommate consistently earns good grades in a 
subject, you are more likely to attribute a recent high test grade to an inter-
nal cause like ability or effort. If his or her grades earlier in the semester 
have been lower, you are more likely to attribute the grade to an external 
cause like luck. Consistency leads to internal attributions.

 2. Distinctiveness: Does the person act the same way or receive similar out-
comes in different types of situations? Low distinctiveness occurs when the 
person frequently acts in a certain way or receives certain outcomes and 
leads to internal attributions. If your roommate is a straight-A student, the 
distinctiveness of his or her recent high grade would be low, and you would 
make internal attributions for it. If your roommate is a C student, the dis-
tinctiveness of the recent high grade would be high and you would attribute 
it to external causes.

 3. Consensus: Would others behave similarly in the same situation or receive 
the same outcome? If almost everyone earns an A in the course in which your 
roommate just did well, consensus would be high and you would make exter-
nal attributions for your roommate’s grade. If consensus is low and few stu-
dents do well in the class, you would make internal attributions for the grade.

A related aspect of attribution is self-handicapping. Self-handicapping 
occurs when people create obstacles for themselves that make success less likely. 
Examples include using drug and alcohol, refusing to practice, and reducing 
effort. Creating these impediments obviously decreases motivation and per-
formance. These behaviors may sound silly, but they are very real and serve to 
protect the person’s sense of self-competence. If a self-handicapping person does 
poorly, the obstacle creates an easy explanation for the failure. If the person suc-
ceeds in spite of the obstacle, the success seems even greater.

Students sometimes use self-handicapping attributions, perhaps by not 
studying for a test. They might feel that:

• If they study hard and give it their best shot but fail, they will look and feel 
incompetent.

• If they study hard and pass, the hard work will reduce the meaning of the suc-
cess. (If they were really smart, they would not have had to work so hard.)

The Attribution Process
Figure 4.5

Attribution of Causes
(Internal or External)

Consensus
(High or Low)

Consistency
(High or Low)

Distinctiveness
(High or Low)

Observation
of Behavior

The attribution process 
involves observing 
behavior and then 
attributing causes to it. 
Observed behaviors 
are interpreted in terms 
of their consensus, their 
consistency, and their 
distinctiveness. Based 
on these interpretations, 
behavior is attributed to 
either internal or external 
causes.
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• If they do not study and fail, the failure can be easily explained by the lack of 
effort. They can still believe that they could have succeeded if they had really 
tried. Even if they fail the test, no one will have evidence that they are stupid.

• If they do not study but still manage to succeed, then the only explanation for 
the success is that they have really high ability.

This kind of reasoning is obviously counterproductive, because someone who 
expends less effort is obviously less likely to succeed. Self-handicapping tends 
to emerge during adolescence among persons with a high concern about looking 
competent. Focusing on effort attributions and developing feelings of self-efficacy 
help overcome this behavior.

As a manager, understanding that a subordinate’s own perceptions or attri-
butions for success or failure determine the amount of effort he or she will 
expend on that activity in the future is a powerful motivational tool. Employees’ 
perceptions and attributions determine the amount of effort they will exert on 
that activity in the future, and those attributions may differ across people. An 
employee may believe that he or she expended a great deal of effort when in fact 
he or she did not, or perceive an objectively easy task to be difficult. Attributing 
success to internal causes builds self-efficacy and increases the motivation to try 
hard and persist in the face of failure.

Perception of Fairness, Justice, and Trust
Perception and perceptual processes play a major role in how people feel about 
fairness, justice, and trust. Think of a time when you felt unfairly treated at 
work or school. Why did you feel that way? What did you do about it? When we 
perceive unfairness, we are often motivated to do something about it. In orga-
nizations, perceptions of unfairness (also referred to as injustice) can exist in 
numerous situations. Layoffs and downsizings are often seen as unfair by those 
dismissed as well as by the employees who remain. Hiring and promotion deci-
sions are often seen as unfair by those not chosen. In unionized settings, both 

G L O B A L     I S S U E S

HOW CULTURE CAN AFFECT ATTRIBUTIONS

In intercultural interactions, the interpretations of behaviors 
are often more important than the actual behaviors them-
selves.64 Because Western cultures emphasize individual 
freedom and autonomy, people in these cultures prefer dis-
positional explanations, while people from collectivist cultures 
that emphasize group membership and conformity to group 
norms tend to prefer situational explanations.65

One study showed American and Chinese participants a 
picture of an individual fish swimming in front of a group of 
fish. More American than Chinese participants attributed the 

individual fish’s behavior as internally rather than externally 
caused.66 This attributional difference may be due to the way 
people with different cultural orientations perceive themselves 
in their environment. Westerners, who tend to be more indi-
vidualistic, often see themselves as independent entities and 
therefore tend to notice individual objects more than contex-
tual details.67 Understanding a coworker’s behavior requires 
understanding his or her subjective culture. Attributional train-
ing can help us understand the appropriate attributions for the 
behaviors of diverse coworkers.
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managers and union representatives often perceive the other to be unfair. Even 
organizational change can be viewed as unfair by those asked to learn new sys-
tems or do new things.

The term organizational fairness refers to employees’ perceptions of 
organizational events, policies, and practices as being fair or not fair.68 Fairness 
is a primary concern in relationships where subordinates must rely on others 
in higher positions.69 Why should you care about fairness? You should care 
because perceptions of fairness affect a wide variety of employee attitudes and 
behaviors including satisfaction, commitment, trust, and turnover. A number of 
negative behaviors can result from perceptions of unfairness, including theft, 
sabotage, and other unethical behaviors.70 Perceived unfairness also increases 
the chances that employees will file lawsuits against their employers.71 Most 
of these outcomes of fairness perceptions can have an obvious economic impact 
on organizations.

As a manager, it is critical to remember that it is insufficient to just be fair; 
you must also be perceived as fair by your subordinates. Perceptions are what 
drive responses, and subordinates’ attributions and interpretations of your 
behaviors and decisions may not reflect your intentions or your own beliefs. The 
demographic diversity of the U.S. workforce requires many managers to handle 
differences among employees regarding characteristics ranging from ethnicity to 
religion to political ideology—all of which can be a source of conflict and mis-
understanding.72 Effectively managing organizational fairness perceptions and 
attributions can help managers prevent or effectively manage any conflict or 
misunderstandings that occur.

Understanding fairness is important for ethical reasons as well.73 There 
has been no shortage of high-profile ethical lapses in recent years, ranging from 
Enron to Bernie Madoff to mortgage fraud. Training all employees, including 
company leaders, in organizational fairness principles helps guide them in mak-
ing ethical decisions. When employees perceive general organizational fairness 
and an organizational desire to follow through on formal ethics programs, uneth-
ical behavior is reduced and employees are more willing to report problems to 
management.74 Also, individuals’ expectations for fairness produce expectations 
that those who violate ethical expectations will be disciplined.75 Failure to meet 
employees’ fairness expectations can lead them to engage in unethical behav-
ior.76 We think of fairness in three main ways, discussed next.

Distributive Fairness
Distributive fairness refers to the perceived fairness of the outcome received, 
including resource distributions, promotions, hiring and layoff decisions, and 
raises.77 Imagine that you and a friend both apply for a job with a local company 
at the same time. Although you believe that you are more qualified, your friend 
is offered a job and you are not. Would this feel fair? Your belief about the fair-
ness of you not getting the job reflects your perception of distributive fairness. 
Distributive fairness relates only to the outcome received, not to the fairness of 
the process that generated the decision.

Procedural Fairness
A fair process is as important as a fair outcome. Procedural fairness addresses 
the fairness of the procedures used to generate the outcome (e.g., what rules were 
followed, whether people had the opportunity to express opinions and influence 
the outcome, etc.).78 For example, let’s continue the example of your applying for 
a job at the same time as your friend but your friend getting the position. What 

organizational fairness
Refers to employees’ 
perceptions of 
organizational events, 
policies, and practices as 
being fair or not fair

distributive fairness
Refers to the perceived 
fairness of the outcome 
received, including 
resource distributions, 
promotions, hiring and 
layoff decisions, and 
raises

procedural fairness
Addresses the fairness of 
the procedures used to 
generate the outcome
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Self-handicapping occurs when people create obstacles 
for themselves that make success less likely. This man, 
for example, is having a drink while working. Alcohol, 
in turn, may affect his performance and lead to bad 
decisions. Even if he doesn’t drink too much, others who 
observe his behavior may start to question his judgment. 
In either case he may be hurting his chances for career 
success.

if you learned that the hiring manager is your 
friend’s cousin, so your friend was offered the job 
even though you were more qualified? Bending 
the rules for a relative would probably violate 
your standards for what constitutes a fair hiring 
procedure. Low procedural fairness increases neg-
ative outcomes, such as lower job performance and 
withdrawal behaviors like coming to work late or 
putting in less effort. But if procedural fairness is 
high, negative reactions are much less likely. So 

why does procedural fair- ness matter so much? There are two reasons.79 First, 
employees use perceptions of the  current decision-making procedures to predict 
how they will likely fare in the organization in the future. Second, fair proce-
dures signal that employees are valued and accepted by the organization.

Interactional Fairness
Interactional fairness is whether the amount of information about the deci-
sion and the process was adequate, and the perceived fairness of the interper-
sonal treatment and explanations received during the decision-making process. 
Does an employee who did not receive a performance bonus feel that the super-
visor adequately explained the reason? When we assess undesirable outcomes, 
how we are treated can be just as important as the outcomes we receive. It is 
difficult to give our best effort to someone who treats us rudely or disrespects 
us. Deception or abusive words or actions can be seen as having low interac-
tional fairness.80

Interactional fairness describes two specific types of interpersonal treat-
ment.81 The first type is interpersonal fairness, which reflects the degree to 
which people are treated with politeness, dignity, and respect by authorities or 
third parties involved in executing procedures or determining outcomes. The sec-
ond type is informational fairness, which focuses on the extent to which employ-
ees receive adequate information and explanations about decisions affecting 
their working lives.82 It is important that a high degree of interactional fairness 
exist in the relationship between a supervisor and a subordinate. Low interac-
tional fairness can lead to feelings of resentment toward either the supervisor 
or the organization.83 A victim of interactional unfairness often has increased 
expressions of hostility toward the supervisor or company, which can lead to neg-
ative work behaviors and decrease the effectiveness of organizational communi-
cation.84 Explanations increase job applicants’ fairness perceptions, perceptions 
of the hiring organization, test-taking motivation, and performance on cognitive 
ability tests.85

interactional fairness
Whether the amount of 
information about the 
decision and the process 
was adequate, and the 
perceived fairness of the 
interpersonal treatment 
and explanations 
received during the 
decision-making process
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Perception and Trust
One of the most important outcomes of consistently treating others fairly is 
trust. Trust is the expectation that another person will not act to take advan-
tage of us regardless of our ability to monitor or control him or her.86 Trust is 
critical to long-term relationships and is positively related to job performance.87 
Trusting work relationships enables employees to focus on their work and not 
waste time and energy “watching their backs.” Trust is particularly important 
to the developmental stages of relationships88 and is positively related to a com-
pany’s financial performance.89 One survey of 500 business professionals found 
that having a trusting relationship with one’s manager was the main factor in 
deciding to stay.90

trust
The expectation that 
another person will not 
act to take advantage 
of us regardless of our 
ability to monitor or 
control him or her

CASE STUDY

Put yourself in the following scenario:
You’re one of ten VPs at a small chain of regional 
clothing stores, where you’re in charge of the wom-
en’s apparel departments. One of your jobs is to 
review each month’s performance at a meeting of all 
ten department heads and the company president. 
Like your fellow VPs, you prepare a PowerPoint pre-
sentation showing the results for the previous month 
and your projections for the upcoming month, and 
during your presentation, you take the podium and 
lead the discussion from the front of the room.

On the whole, the meeting is part of a pretty 
sound overall strategy that allows everyone to know 
what’s going on and what to expect across the 
board. Typically, the only drawback to an informative 
and productive session is the president’s apparent 
inability to deal with bad news. He gets irritable and 
likes to lambaste “underperformers,” and as a result, 
you and your colleagues always enter the meeting 
with stomachs in knots and leave it with full-blown 
gastric distress. The president himself thinks he’s fos-
tering open and honest discussion, but everyone else 
in the room knows plain old-fashioned bullying when 
they see it.

As luck would have it, you now find yourself at 
the front of the room, looking up at the floor-to- ceiling 
screen on which are emblazoned, in what looks to 
you like 500-point font (red, of course), your less 
than stellar monthly numbers. Sweating profusely, 
you’re attempting to explain some disappointing sales 
figures when you hear a noise—a sort of thudding 
and  rattling—against the wall behind you. Startled, 
you spin around toward the room and are surprised 
to see that everyone seems to be looking for some-
thing on the floor or checking the weather through 

the windows on one side of the room. Finally you 
glance toward the wall behind you, where you dis-
cover a bent meeting-room chair lying on the floor, 
and as you look up again, you see that the president 
is standing, his arms crossed and his face scowling. 
“The next time you show me numbers like those,” he 
snarls, “I won’t miss!”

Believe it or not, this is a true story (although we’ve 
changed a few details—very few—in the interest of 
plausibility and dramatic impact). It’s told by John 
McKee, a consultant to professionals and businesspeo-
ple who want to move up the management ladder as 
quickly—and, presumably, with as little violence—as 
possible. McKee was actually an eye witness to the 
episode, and although he admits that it’s “the clear-
est example of a boss behaving badly” that he’s ever 
seen, he hastens to add that he won’t be the least bit 
surprised when someone comes up with an even bet-
ter one.

Consultant Lynn Taylor, who specializes in the 
development of work and management teams, calls 
bosses like the one in our scenario Terrible Office 
Tyrants, or TOTs—managers who can’t control their 
power when they’re placed under stress. Taylor 
believes that the characterization is apt in light of 
research showing that bosses like the one we’ve 
described actually “return to their misbehaving ‘inner 
toddler’ to handle unwieldy pressures.” In other words, 
they revert to the kind of behavior that produced 
“self-serving results” when they were children. In the 
adult workplace, explains Taylor, they “occasionally 
find that their ability to master the world is limited, as 
it is with most mortal beings. This revelation, on top of 
their inability to communicate clearly in the moment, 
makes them furious and frustrated.”

What to Do When the Boss Releases  
His or Her Inner Toddler

(Continued)
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CASE STUDY

According to Taylor, there are twenty “core, par-
allel traits [shared by] TOTs and toddlers.” The follow-
ing, which are fairly aggressive, she catalogs under 
“Bratty Behavior”:

• Bragging
• Bullying
• Demanding
• Ignoring
• Impulsiveness
• Lying
• Self-centeredness
• Stubbornness
• Tantrums
• Territorialism
• Whining

“Most tantrums,” Taylor assures us, “don’t involve 
things being thrown across the room,” and TOT behav-
ior, especially in its less-aggressive forms—fickleness, 
mood swings, neediness—can be “proactively man-
aged” by employees who don’t care to be treated as 
emotional punching bags. She recommends “humor, 
common sense, rational thinking, and setting limits to 
bad behavior.” And remember, she adds, “You are the 
parent with the proverbial cookie jar when it comes to 
managing a TOT.”

Taylor’s approach to understanding and dealing 
with bad bosses isn’t entirely metaphorical, and she 
does suggest that beleaguered employees translate 
her general advice into some concrete coping tech-
niques. When confronted by managerial neediness, 
for example, a good “pacifier” might be a reply such 
as: “It’ll be the first thing on my to-do list tomorrow.” 
If you’re looking for a handy toolbox of effective tech-
niques, you can find dozens on the Internet, most of 
them posted by psychologists and organizational con-
sultants. The following was compiled by Karen Burns, 
U.S. News columnist and specialist on career advice 
for women:

• Put everything in writing. Write and date prog-
ress reports. When you get verbal instructions, 
summarize them in a reply email.

• Be a star performer. Beyond just being a good 
employee, maintain a positive demeanor; it’s 
hard for someone to ambush you when you’re 
doing your job and smiling in the process.

• Pick your moments. Rather than simply avoid-
ing your boss, study his or her patterns. Steer 
clear when he or she is a nutcase and sched-
ule interactions for times when he or she is 
stabilized.

• Seek community. Anchor your sanity in ties to 
coworkers and other managers. Find a mentor 
inside the workplace and someone outside to talk 
(and vent) to.

• Control what you can. You can’t control your 
boss’s irrational behavior, so control what you 
can—namely, the way you respond to it. Ignore 
the cranky tone of voice, and respond to the sub-
stance of what he or she says. Also, eat right, 
exercise, get enough sleep, and spend the rest of 
your time with sane people.

• Know your rights. If you want to take your griev-
ance to the HR department (or further), be sure 
that you’ve documented your problem and your 
efforts to resolve it, and be specific about the 
remedy you’re asking for (transfer, severance 
package, etc.).

• Identify the exits. Come up with a plan, and 
don’t be bullied into taking action before you’re 
ready.

Questions

1. According to some experts, the sort of behavior 
recorded here is more prevalent in the business 
world than in the rest of society. Assuming that 
this is true, why do you suppose that’s the case?

2. Are you something of a perfectionist? Are you 
easily frustrated? How well suited are you—at 
this point in your life—to the task of managing 
other people?

3. How might attitudes, values, and perceptions 
affect the behaviors illustrated in this case?

4. How would stress come into play?

(Continued)

Sources: McKee, J. (2007, February 8). Worst Boss Ever. TechRepublic. Available online: www.techrepublic.com (accessed on April 8, 2018); 
Taylor, L. (2009, August 27). Why Bad Bosses Act Like Toddlers. Psychology Today. Available online: www.psychologytoday.com (accessed 
April 8, 2018); Taylor, L. (2009, December 15). 10 Ways to Manage Bad Bosses. CNN Living. Available online: http://articles.cnn.com 
(accessed April 8, 2018); and Burns, K. (2009, November 4). How to Survive a Bad Boss. U.S. News & World Report. Available online: 
http://money.usnews.com (accessed April 8, 2018).
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Stress affects different people in different ways. 
This man, for example, seems to be very stressed 
about his work. However, none of his coworkers 
seem to be experiencing the same degree of stress. 
Of course, it may also be the case that his stress 
is unrelated to work but instead comes from other 
sources.

STRESS IN ORGANIZATIONS
The final element of individual behavior we will discuss in this chapter is stress. 
Many people think of stress as a simple problem. In reality, however, stress is 
complex and often misunderstood.91 To learn how job stress truly works, we must 
first define it and then describe the process through which it develops.

The Nature of Stress
Stress has been defined in many ways, but most definitions say that stress is 
caused by a stimulus, that the stimulus can be either physical or psychological, 
and that the individual responds to the stimulus in some way.92 Therefore, we 
define stress as a person’s adaptive response to a stimulus that places excessive 
psychological or physical demands on him or her.

Given the underlying complexities of this definition, we need to examine its 
components carefully. First is the notion of adaptation. As we discuss presently, 
people may adapt to stressful circumstances in any of several ways. Second is the 
role of the stimulus. This stimulus, generally called a stressor, is anything that 
induces stress. Third, stressors can be either psychological or physical. Finally, 
the demands the stressor places on the individual must be excessive for stress to 
actually result. Of course, what is excessive for one person may be perfectly toler-
able for another. The point is simply that a person must perceive the demands as 
excessive or stress will not actually be present.

There has been a marked increase in stress reported by airline workers in 
the last few years. A combination of increased pressure for salary and benefit 
reductions, threats to pensions, demotions, layoffs, and heavier workloads have 
all become more pronounced since September 11. And today’s rising energy 
prices are likely to increase these pressures. As a result, more airline workers 
than ever before are seeking counseling services; turnover and absenteeism are 
also on the rise.93

The Stress Process
Much of what we know about stress 
today can be traced to the pioneer-
ing work of Dr. Hans Selye.94 Among 
Selye’s most important  contributions 
were his identification of the gen-
eral adaptation syndrome and the 
 concepts of eustress and distress. 

stress
A person’s adaptive 
response to a stimulus 
that places excessive 
psychological or physical 
demands on that person
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140 PART 2 | Individual Behaviors and Processes in Organizations

Figure 4.6 offers a graphical representation of the general  adaptation 
 syndrome (GAS). According to this model, each of us has a normal level of 
resistance to stressful events. Some of us can tolerate a great deal of stress 
and others much less, but we all have a threshold at which stress starts to 
affect us.

The GAS begins when a person first encounters a stressor. The first stage is 
called “alarm.” At this point, the person may feel some degree of panic and begin 
to wonder how to cope. The individual may also have to resolve a “fight-or-flight” 
question: “Can I deal with this, or should I run away?” For example, suppose 
a manager is ordered to prepare a lengthy report overnight. His first reaction 
might be, “How will I ever get this done by tomorrow?”

If the stressor is too extreme, the person may simply be unable to cope with 
it. In most cases, however, the individual gathers his or her strength (physical or 
emotional) and begins to resist the negative effects of the stressor. The manager 
with the long report to write may calm down, call home to tell his or her kids 
that he or she is working late, roll up his or her sleeves, order out for dinner, and 
get to work. Thus, at stage 2 of the GAS, the person is resisting the effects of the 
stressor.

Often, the resistance phase ends the GAS. If the manager completes the 
report earlier than he or she expected, he or she may drop it in his or her brief-
case, smile to himself or herself, and head home tired but happy. On the other 
hand, prolonged exposure to a stressor without resolution may bring on phase 
3 of the GAS: exhaustion. At this stage, the person literally gives up and can no 
longer fight the stressor. For example, the manager may fall asleep at his or her 
desk at 3:00 a.m. and fail to finish the report.

Distress and Eustress
Selye also pointed out that the sources of stress need not be bad. For example, 
receiving a bonus and then having to decide what to do with the money can be 
stressful; so can getting a promotion, making a speech as part of winning a major 
award, getting married, and similar “good” things. Selye called this type of stress 

general adaptation 
syndrome (GAS)
Identifies three stages of 
response to a stressor: 
alarm, resistance, and 
exhaustion

Figure 4.6
The General Adaptation System
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The general adaptation 
syndrome (GAS) 
perspective describes 
three stages of the stress 
process. The initial 
stage is called alarm. 
As illustrated here, a 
person’s resistance often 
dips slightly below the 
normal level during 
this stage. Next comes 
actual resistance to the 
stressor, usually leading 
to an increase above 
the person’s normal level 
of resistance. Finally, in 
stage 3, exhaustion may 
set in, and the person’s 
resistance declines 
sharply below normal 
levels.
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eustress. As we will see later, eustress can lead to a number of positive outcomes 
for the individual. Of course, there is also negative stress. Called distress, this is 
what most people think of when they hear the word stress. Excessive pressure, 
unreasonable demands on our time, and bad news all fall into this category. As 
the term suggests, this form of stress generally results in negative consequences 
for the individual. For purposes of simplicity, we will continue to use the sim-
ple term stress throughout this chapter. But as you read and study the chapter, 
remember that stress can be either good or bad. It can motivate and stimulate 
us, or it can lead to any number of dangerous side effects.

Common Causes of Stress
Many things can cause stress. Figure 4.7 shows two broad categories: organiza-
tional stressors and life stressors. It also shows three categories of stress conse-
quences: individual consequences, organizational consequences, and burnout.

Organizational Stressors
Organizational stressors are various factors in the workplace that can cause 
stress. Four general sets of organizational stressors are task demands, physical 
demands, role demands, and interpersonal demands.

eustress
The pleasurable stress 
that accompanies positive 
events

distress
The unpleasant stress that 
accompanies negative 
events

organizational stressors
Various factors in the 
workplace that can cause 
stress

Reference: Adapted from James C. Quick and Jonathan D. Quick, Organizational Stress and Preventive Management 
(McGraw-Hill, 1984) pgs. 19, 44, and 76. Used by permission of James C. Quick.

Causes and Consequences of Stress
Figure 4.7
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The causes and 
consequences of stress 
are related in complex 
ways. As shown 
here, most common 
causes of stress can 
be classified as either 
organizational stressors 
or life stressors. Similarly, 
common consequences 
include individual 
and organizational 
consequences, as well as 
burnout.
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Organizational stressors are factors in the workplace 
that can cause stress. Task, physical, role, and 
interpersonal demands are all types of organizational 
stressors. This man, for example, may be stressed 
because he is behind on a project, just had a 
disagreement with his boss or coworkers, has been 
working too many hours, or is working in a hot office with 
no air conditioning.

Task demands are stressors associated with 
the specific job a person performs. Some occupa-
tions are by nature more stressful than others. 
For instance, the job of brain surgeon is likely 
to be inherently stressful. Unhealthy conditions 
exist in occupations such as coal mining and toxic 
waste handling. Lack of job security is another 
task demand that can cause stress. Someone in a 
relatively secure job is not likely to worry unduly 

about losing that position; however, threats to job 
security can increase stress dramatically. For example, stress generally increases 
throughout an organization during a period of layoffs or immediately after a 
merger with another firm. A final task demand stressor is overload. Overload 
occurs when a person simply has more work than he or she can handle. The over-
load can be either quantitative (the person has too many tasks to perform or 
too little time to perform them) or qualitative (the person may believe he or she 
lacks the ability to do the job). We should note that the opposite of overload may 
also be undesirable. As Figure 4.8 shows, low task demands can result in bore-
dom and apathy just as overload can cause tension and anxiety. Thus, a moder-
ate degree of workload- related stress is optimal, because it leads to high levels of 
energy and motivation.

Figure 4.8
Workload, Stress, and Performance
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The physical demands of a job are its physical requirements on the worker; 
these demands are a function of the physical characteristics of the setting and 
the physical tasks the job involves. One important element is temperature. 
Working outdoors in extreme temperatures can result in stress, as can work-
ing in an improperly heated or cooled office. Strenuous labor such as loading 
heavy cargo or lifting packages can lead to similar results. Office design can be a 
problem, as well. A poorly designed office can make it difficult for people to have 
privacy or promote too much or too little social interaction. Too much interaction 
may distract a person from his or her task, whereas too little may lead to bore-
dom or loneliness. Likewise, poor lighting, inadequate work surfaces, and similar 
deficiencies can create stress. And shift work can cause disruptions for people 
because of the way it affects their sleep and leisure-time activities.

Role demands can also be stressful to people in organizations. A role is a set 
of expected behaviors associated with a particular position in a group or orga-
nization. As such, it has both formal (i.e., job-related and explicit) and informal 
(i.e., social and implicit) requirements. People in an organization or workgroup 
expect a person in a particular role to act in certain ways. They transmit these 
expectations both formally and informally. Individuals perceive role expectations 
with varying degrees of accuracy and then attempt to enact that role. However, 
“errors” can creep into this process, resulting in stress-inducing problems called 
role ambiguity, role conflict, and role overload.

A final set of organizational stressors consists of three interpersonal demands: 
group pressures, leadership, and interpersonal conflict. Group pressures may 
include pressure to restrict output, pressure to conform to the group’s norms, and 
so forth. For instance, it is quite common for a workgroup to arrive at an informal 
agreement about how much each member will produce. Individuals who produce 
much more or much less than this level may be pressured by the group to get back 
in line. An individual who feels a strong need to vary from the group’s expectations 
(perhaps to get a pay raise or promotion) will experience a great deal of stress, 
especially if acceptance by the group is also important to him or her. Leadership 
style also may cause stress. Suppose an employee needs a great deal of social 
support from his leader. The leader, however, is quite brusque and shows no con-
cern or compassion for him. This employee will probably feel stressed. Similarly, 
assume an employee feels a strong need to participate in decision making and 
to be active in all aspects of management. His or her boss is very autocratic and 
refuses to consult subordinates about anything. Once again, stress is likely to 
result. Conflicting personalities and behaviors may also cause stress. Conflict can 
occur when two or more people must work together even though their personali-
ties, attitudes, and behaviors differ. For example, a person with an internal locus 
of control—that is, who always wants to control how things turn out—might get 
frustrated working with a person with an external locus who likes to wait and 
just let things happen. Likewise, an employee who likes to have a quiet and peace-
ful work environment may experience stress if the adjacent office is assigned to 
someone whose job requires him or her to talk on the telephone much of the day.95

Finally, we should also note that in today’s world many jobholders experi-
ence stress from a variety of sources simultaneously. One clear example is an 
airport security screener. These individuals must deal with myriad carry-on arti-
cles, some of them potentially dangerous. They face pressure from travelers to 
perform their job as quickly as possible but also are constantly reminded of the 
potential consequences of an error. Indeed, many individuals involved in security- 
related jobs face higher stress levels today than ever before. It is also the case 
that stress in organizational settings can be influenced by events that take place 
outside the organization. An individual dealing with financial problems, a sick 
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child, or the death of a close family member will undoubtedly experience stress 
from those events. And understandably, an individual facing these and similar 
issues outside of work will still be affected by them while at work.

Consequences of Stress
Stress can have a number of consequences. As we already noted, if the stress is 
positive, the result may be more energy, enthusiasm, and motivation. Of more 
concern, of course, are the negative consequences of stress. Referring back to 
Figure 4.7, we see that stress can produce individual consequences, organiza-
tional consequences, and burnout. We should first note that many of the factors 
listed are obviously interrelated. For example, alcohol abuse is shown as an indi-
vidual consequence, but it also affects the organization the person works for. An 
employee who drinks on the job may perform poorly and create a hazard for oth-
ers. If the category for a consequence seems somewhat arbitrary, be aware that 
each consequence is categorized according to the area of its primary influence.

Individual Consequences
The individual consequences of stress, then, are the outcomes that mainly affect 
the individual. The organization also may suffer, either directly or indirectly, but 
it is the individual who pays the real price.96 Stress may produce behavioral, psy-
chological, and medical consequences.

The behavioral consequences of stress may harm the person under stress or 
others. One such behavior is smoking. Research has clearly documented that 
people who smoke tend to smoke more when they experience stress. There is also 
evidence that alcohol and drug abuse are linked to stress, although this rela-
tionship is less well documented. Other possible behavioral consequences are 
accident proneness, aggression and violence, and appetite disorders. The psycho-
logical consequences of stress relate to a person’s mental health and well-being. 
When people experience too much stress at work, they may become depressed 
or find themselves sleeping too much or not enough.97 Stress may also lead to 
family problems and sexual difficulties. The medical consequences of stress affect 
a person’s physical well-being. Heart disease and stroke, among other illnesses, 
have been linked to stress. Other common medical problems resulting from too 
much stress include headaches, backaches, ulcers and related stomach and intes-
tinal disorders, and skin conditions such as acne and hives.

Organizational Consequences
Clearly, any of the individual consequences just discussed can also affect the 
organization. Other results of stress have even more direct consequences for 
organizations. These include decline in performance, withdrawal, and negative 
changes in attitudes.

One clear organizational consequence of too much stress is a decline in per-
formance. For operating workers, such a decline can translate into poor-quality 
work or a drop in productivity. For managers, it can mean faulty decision making 
or disruptions in working relationships as people become irritable and hard to 
get along with.98 Withdrawal behaviors also can result from stress. For the orga-
nization, the two most significant forms of withdrawal behavior are absenteeism 
and quitting. People who are having a hard time coping with stress in their jobs 
are more likely to call in sick or consider leaving the organization for good. Stress 
can also produce other, more subtle forms of withdrawal. A manager may start 
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missing deadlines or taking longer lunch breaks. An employee may withdraw 
psychologically by ceasing to care about the organization and the job. As noted 
earlier, employee violence is a potential individual consequence of stress. This 
also has obvious organizational implications, especially if the violence is directed 
at another employee or at the organization in general.99 Another direct organiza-
tional consequence of employee stress relates to attitudes. As we just noted, job 
satisfaction, morale, and organizational commitment can all suffer, along with 
motivation to perform at high levels. As a result, people may be more prone to 
complain about unimportant things, do only enough work to get by, and so forth.

Burnout, another consequence of stress, has clear implications for both peo-
ple and organizations. Burnout is a general feeling of exhaustion that develops 
when a person simultaneously experiences too much pressure and has too few 
sources of satisfaction.100 People with high aspirations and strong motivation to 
get things done are prime candidates for burnout under certain conditions. They 
are especially vulnerable when the organization suppresses or limits their ini-
tiative while constantly demanding that they serve the organization’s own ends.

In such a situation, the individual is likely to put too much of himself or her-
self into the job. In other words, the person may well keep trying to meet his or 
her own agenda while simultaneously trying to fulfill the organization’s expec-
tations. The most likely effects of this situation are prolonged stress, fatigue, 
frustration, and helplessness under the burden of overwhelming demands. The 
person literally exhausts his or her aspirations and motivation, much as a can-
dle burns itself out. Loss of self-confidence and psychological withdrawal follow. 
Ultimately, burnout may be the result. At this point, the individual may start 
dreading going to work in the morning, may put in longer hours but accomplish 
less than before, and may generally display mental and physical exhaustion.101

burnout
A general feeling 
of exhaustion that 
develops when an 
individual simultaneously 
experiences too much 
pressure and has too few 
sources of satisfaction

I M P R OV E  Y O U R  S K I L L S
STRESS MANAGEMENT TIPS

We all feel stress from time to time. Knowing how to man-
age your stress will help to keep you healthy and productive. 
Two main strategies for managing stress are: (1) generate 
calm or relaxed feelings to counteract the biological state of 
exhaustion or over-arousal and (2) change your appraisal 
of the stress-inducing situation to reduce negative emotions. 
Following are some tips for using each strategy.

Generating Calm or Relaxed Feelings

 1. Eat healthy and avoid too much caffeine.
 2. Get enough high-quality sleep; take a nap if necessary.
 3. Exercise.
 4. Practice relaxation techniques including meditation. 

These are known to relax muscles and reduce adrenaline 
levels.

 5. Develop affectionate relationships. Giving and getting 
hugs, petting a dog or cat, or having conversations with 
friends can all reduce feelings of stress.

 6. Prioritize your to-do list. As Scarlett O’Hara says in the 
movie Gone with the Wind, “I can’t think about that 

right now. If I do, I’ll go crazy. I’ll think about that 
tomorrow.”

 7. Learn to say “No,” “Not now,” and “I really can’t”—no 
one can do everything!

Changing Your Appraisal of the Situation

 1. Try to view crises or stressful events as opportunities. The 
Chinese character for crisis, wei ji, is made up of two 
component characters. One is the character for danger, 
and the other is the character for opportunity. Framing a 
crisis as an opportunity decreases negative emotions and 
increases positive emotions, reducing stress.

 2. Reframe the stressor. Casting the situation in a less stress-
ful or threatening way can decrease negative emotions 
and stress. For example, the boss is not really trying to 
make your job difficult; he or she is just very busy and 
has deadlines to meet.

 3. Try to find the silver lining. Your boss’s moving up the 
deadline for that big report is challenging, but it gives you 
a chance to show your talent, and it will soon be done!
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146 PART 2 | Individual Behaviors and Processes in Organizations

Managing and Controlling Stress
Given that stress is widespread and so potentially 
disruptive in organizations, it follows that people 
and organizations should be concerned about how to 
manage it more effectively. And in fact they are. Many 
strategies have been developed to help manage stress 
in the workplace. Some are for individuals, and others 
are geared toward organizations.102

Individual Coping Strategies
Many strategies for helping individuals manage stress have been proposed. 
Exercise is one method of managing stress. People who exercise regularly are 
less likely to have heart attacks than inactive people. More directly, research 
has suggested that people who exercise regularly feel less tension and stress, 
are more self-confident, and show greater optimism. People who do not exercise 
regularly feel more stress, are more likely to be depressed, and experience other 
negative consequences.

A related method of managing stress is relaxation. We noted at the begin-
ning of the chapter that coping with stress requires adaptation. Proper relax-
ation is an effective way to adapt. Relaxation can take many forms. One way 
to relax is to take regular vacations. One study found that people’s attitudes 
toward a variety of workplace characteristics improved significantly follow-
ing a vacation.103 People can also relax while on the job. For example, it has 
been recommended that people take regular rest breaks during their normal 
workday.104 A popular way of resting is to sit quietly with closed eyes for ten 
minutes every afternoon. (Of course, it might be necessary to have an alarm 
clock handy!)

Time management is often recommended for managing stress. The idea is 
that many daily pressures can be eased or eliminated if a person does a bet-
ter job of managing time. One popular approach to time management is to 
make a list every morning of the things to be done that day. Then you group 
the items on the list into three categories: critical activities that must be per-
formed, important activities that should be performed, and optional or trivial 
things that can be delegated or postponed. Then, of course, you do the things 
on the list in their order of importance. This strategy helps people get more 
of the important things done every day. It also encourages delegation of less- 
important activities to others.

Somewhat related to time management is the idea of role management, in 
which the individual actively works to avoid overload, ambiguity, and conflict. 
For example, if you do not know what is expected of you, you should not sit and 
worry about it. Instead, ask for clarification from your boss. Another role man-
agement strategy is to learn to say “no.” As simple as saying “no” might sound, 
a lot of people create problems for themselves by always saying “yes.” Besides 
working in their regular jobs, they agree to serve on committees, volunteer for 

People can adopt a variety of techniques to help cope with 
stress. Exercise, relaxation, and better time management are 
all common methods. These coworkers are engaging in deep 
breathing exercises to help control their stress.
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extra duties, and accept extra assignments. Sometimes, of course, we have no 
choice but to accept an extra obligation (if our boss tells us to complete a new 
project, we will probably have to do it). In many cases, however, saying “no” is 
an option.105

A final method for managing stress is to develop and maintain support 
groups. A support group is simply a group of family members or friends with 
whom a person can spend time. Going out after work with a couple of cowork-
ers to a basketball game, for example, can help relieve the stress that builds up 
during the day. Supportive family and friends can help people deal with nor-
mal stress on an ongoing basis. Support groups can be particularly useful during 
times of crisis. For example, suppose an employee has just learned that he or she 
did not get the promotion he or she has been working toward for months. It may 
help him or her tremendously if he or she has good friends to lean on, be it to talk 
to or to yell at.

Organizational Coping Strategies
Organizations are also increasingly realizing that they should be involved in 
managing their employees’ stress.106 There are two different rationales for this 
view. One is that because the organization is at least partly responsible for cre-
ating the stress, it should help relieve it. The other is that workers experiencing 
lower levels of harmful stress will function more effectively. Two basic organiza-
tional strategies for helping employees manage stress are institutional programs 
and collateral programs.

Institutional programs for managing stress are undertaken through estab-
lished organizational mechanisms. For example, properly designed jobs and work 
schedules (both discussed in Chapter 6) can help ease stress. Shift work, in par-
ticular, can cause major problems for employees, because they constantly have 
to adjust their sleep and relaxation patterns. Thus, the design of work and work 
schedules should be a focus of organizational efforts to reduce stress. The orga-
nization’s culture also can be used to help manage stress. In some organizations, 
for example, there is a strong norm against taking time off or going on vaca-
tion. In the long run, such norms can cause major stress. Thus, the organization 
should strive to foster a culture that reinforces a healthy mix of work and non-
work activities. Finally, supervision can play an important institutional role in 
managing stress. A supervisor can be a major source of overload. If made aware 
of their potential for assigning stressful amounts of work, supervisors can do a 
better job of keeping workloads reasonable.

In addition to institutional efforts aimed at reducing stress, many organi-
zations are turning to collateral programs. A collateral stress program is an 
organizational program specifically created to help employees deal with stress. 
Organizations have adopted stress management programs, health promotion 
programs, and other kinds of programs for this purpose. More and more com-
panies are developing their own programs or adopting existing programs of this 
type. For example, Lockheed Martin offers screening programs for its employ-
ees to detect signs of hypertension. Many firms today also have employee fitness 
programs. These programs attack stress indirectly by encouraging employees to 
exercise, which is presumed to reduce stress. On the negative side, this kind of 
effort costs considerably more than stress management programs because the 
firm must invest in physical facilities. Still, more and more companies are explor-
ing this option.107 L. L. Bean, for example, has state-of-the-art fitness centers 
for its employees. And many technology companies such as Google and Facebook 
provide on-site massages and gyms for their employees.
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148 PART 2 | Individual Behaviors and Processes in Organizations

Finally, organizations try to help employees cope with stress through other 
kinds of programs. For example, existing career development programs, such as 
the one at General Electric, are used for this purpose. Other companies use pro-
grams promoting everything from humor to massage to yoga as antidotes for 
stress.108 Of course, little or no research supports some of the claims made by 
advocates of these programs. Thus, managers must take steps to ensure that 
any organizational effort to help employees cope with stress is at least reason-
ably effective. For example, the Republic of Tea is a small, privately held com-
pany that promotes healthy lifestyles centered around the consumption of tea. 
The firm recently added a comprehensive program called the Health Ministry 
to help its employees live healthier lives. A nutritionist provides free counseling 
to employees about their diet and weight, employees get a $500 credit for gym 
memberships, and a workday walking program encourages all employees to take 
ten- to fifteen-minute walks on company time. Employees were even provided 
with high-quality walking shoes. The firm says that its health management 
efforts have boosted its order processing efficiency by 11 percent, increased order 
accuracy by 7 percent, and decreased employee absenteeism.109

Work–Life Balance
At numerous points in this chapter, we have alluded to relationships between 
a person’s work and life. In this final brief section, we will make these relation-
ships a bit more explicit.

Fundamental Work–Life Relationships
Work–life relationships can be characterized in any number of ways. Consider, 
for example, the basic dimensions of the part of a person’s life tied specifically to 
work. Common dimensions would include such things as an individual’s current 
job (including working hours, job satisfaction, and so forth), his or her career 
goals (the person’s aspirations, career trajectory, and so forth), interpersonal 
relations at work (with the supervisor, subordinates, coworkers, and others), and 
job security.110

Part of each person’s life is also distinctly separate from work. These dimen-
sions might include the person’s spouse or life companion, dependents (such 
as children or elderly parents), personal life interests (hobbies, leisure-time 
interests, religious affiliations, and community involvement), and friendship 
networks. Work–life relationships, then, include any relationships between 
dimensions of the person’s work life and the person’s personal life. For example, 
a person with numerous dependents (a nonworking spouse or domestic partner, 
dependent children, dependent parents, etc.) may prefer a job with a relatively 
high salary, fewer overtime demands, and less travel. On the other hand, a per-
son with no dependents may be less interested in salary and more receptive to 
overtime, and enjoy job-related travel. Stress will occur when there is a basic 
inconsistency or incompatibility between a person’s work and life dimensions. 
For example, if a person is the sole care provider for a dependent elderly parent 
but has a job that requires considerable travel and evening work, stress is likely 
to result.

Balancing Work–Life Linkages
Balancing work–life linkages is, of course, no easy thing to do. Demands from both 
sides can be extreme, and people may need to be prepared to make trade-offs. The 

work–life relationships
Interrelationships between 
a person’s work life and 
personal life
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important thing is to recognize the potential trade-offs in advance so that they 
can be carefully weighed and a comfortable decision made. Some of the strategies 
for doing this were discussed earlier. For example, working for a company that 
offers flexible work schedules may be an attractive option.111

Individuals must also recognize the importance of long-term versus short-
term perspectives in balancing their work and personal lives. For example, people 
may have to respond a bit more to work demands than to life demands in the early 
years of their careers. In mid-career, they may be able to achieve a more comfort-
able balance. And in later career stages, they may be able to put life dimensions 
first by refusing to relocate, working shorter hours, and so forth. People also have 
to decide for themselves what they value and what trade-offs they are willing to 
make. For instance, consider the dilemma faced by a dual-career couple when one 
partner is being transferred to another city. One option is for one of the partners 
to subordinate his or her career for the other partner, at least temporarily. For 
example, the partner being transferred can turn the offer down, risking a poten-
tial career setback or the loss of the job. Or the other partner may resign from 
his or her current position and seek another one in the new location. The couple 
might also decide to live apart, with one moving and the other staying. The part-
ners might also come to realize that their respective careers are more important 
to them than their relationship and decide to go their separate ways.112

Finally, while people once thought about work–life balance as being a line 
of demarcation between work and nonwork, many people today are coming to 
think more in terms of work–life integration. For example, on the one hand, this 
suggests that they accept the fact that they may need to read and respond to 
emails and texts on their smartphones or other devices while at home in the 
evenings, at soccer practice, or while shopping for groceries. At the same time, 
though, they also feel freer to use the same media to respond to family situations 
while at work, to Skype with children while traveling on business, or to answer 
kids’ questions about homework while working from home.113

SUMMARY AND APPLICATION

Attitudes, values and emotions, perception, and stress are all important factors that 
influence organizational behavior. Our beliefs and feelings about something influence 
our attitudes about it. Our attitudes then affect our behavior through our intentions. 
The three most important job-related attitudes are job satisfaction, organizational 
commitment, and employee engagement. Job satisfaction reflects our attitudes 
and feelings about our job. Organizational commitment is the degree to which an 
employee identifies with the organization and its goals and wants to stay with the 
organization. Employee engagement reflects a heightened emotional and intellectual 
connection that an employee has for his or her job, organization, manager, or cowork-
ers that, in turn, influences the employee to apply additional discretionary effort to 
his or her work.

There are many different kinds of values that can be held by people. Not sur-
prisingly, then, it is somewhat common for an individual to have conflicting values. 
Values also differ across cultures in different parts of the globe. Emotions, affect, and 
mood are also important contributors to behavior. Emotions are intense, short-term 
physiological, behavioral, and psychological reactions to a specific object, person, or 
event that prepare us to respond to it. Mood, on the other hand, is a short-term emo-
tional state not directed toward anything in particular. Affect represents our ten-
dency to experience a particular mood or to react to things with certain emotions.
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Perception is the set of processes by which a person becomes aware of and 
interprets information about the environment. Basic perceptual processes include 
selective perception and stereotyping. The halo effect occurs when we form an 
overall impression about someone on the basis of a single (typically good) charac-
teristic. The contrast effect happens when we evaluate someone by comparing that 
person to other people we have recently encountered who rank higher or lower on 
the same characteristics. We also project our own characteristics onto others who 
we perceive to be similar to us in some ways. Perception and attribution are also 
closely related. Internal attributions include ability and effort. External attributions 
include luck, not having sufficient resources, and the interference or help of other 
people. Distributive fairness is the perception of fairness of the outcome received. 
Procedural fairness is the fairness of the policies and procedures used to make the 
decision and determine the outcomes. Interpersonal fairness refers to the politeness, 
dignity, and respect with which people were treated during the decision-making pro-
cess. Informational fairness focuses on the adequacy of the information and explana-
tions received during the decision-making process. Trust is an outcome of fairness.

Stress is an individual’s response to a strong stimulus. Challenging events are 
stressful only when also accompanied by negative emotions. Some stress is actually 
beneficial. Functional stress is the experience of a manageable level of stress for a 
reasonable period of time that generates positive emotions including satisfaction, 
excitement, and enjoyment. Dysfunctional stress is an overload of stress from a situ-
ation of either under- or over-arousal that continues for too long.

The GAS outlines the basic stress process. Stress can be caused by task, physi-
cal, role, and interpersonal demands. Consequences of stress include organizational 
and individual outcomes, as well as burnout. Several things can be done to manage 
stress.

DISCUSSION QUESTIONS

 1. If your boss was not sure it would be worth the investment to change the 
company’s hiring practices to include an evaluation of applicants’ attitudes, 
what would you tell him or her?

 2. Do you think that it would be easy to influence a subordinate’s attitudes, 
values, or emotions? Why? Which would have the largest influence on the 
employee’s behavior? Why?

 3. What are the components of an individual’s attitude? Relate each component 
to an attitude you currently have about something.

 4. Do terminal or instrumental values have a larger influence on your behavior 
at work? Explain.

 5. Think of a person you know who seems to have positive affectivity. Think of 
another who has more negative affectivity. How constant are they in their 
expressions of mood and attitude?

 6. How does perception affect behavior? What stereotypes do you form about 
people? Are they good or bad?

 7. Recall a situation in which you made attributions and describe them using 
the framework supplied in Figure 4.5.

 8. Do you consider yourself a Type A or a Type B person? Why? Do you think a 
person who is a Type A can change to become more like a Type B? If so, how?

 9. What are the major stressors for a student? What consequences are students 
most likely to suffer as a result of too much stress?

10. Do you agree that a certain degree of stress is necessary to induce high energy and 
motivation?
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John Yokoyama had recently purchased Seattle’s Pike 

Place Fish Market. Continuing the previous owner’s 

fear-based management style led to low morale, high 

turnover, and bad employee attitudes. To revive his flag-

ging business, he decided to share his vision of being 

world famous with his employees and empowered them 

to pursue this vision. He gave his employees permission 

to have fun with their jobs and to perform their best by 

bringing their whole selves to work every day. Together, 

Yokoyama and his employees developed four guiding 

principles:

1. Choose your attitude: We may have no control 

over what job we have, but we do control how we 

approach our job.

2. Make their day: Engage and delight customers and 

coworkers; don’t grudgingly do the bare minimum.

3. Be present: Don’t dwell on where you aren’t; 

instead, make the most of where you are. When 

talking to customers and coworkers, look them in 

the eye and give them your full attention.

4. Play: Have as much fun as you can at whatever 

you’re doing to cultivate a spirit of innovation and 

creativity.

As one fishmonger explains, “My buddies and I real-

ized that each day when we come to the fish market we 

bring an attitude. We can bring a moody attitude and 

have a depressing day. We can bring a grouchy atti-

tude and irritate our coworkers and customers. Or we 

can bring a sunny, playful, cheerful attitude and have 

a great day. We can choose the kind of day we will 

have. We spent a lot of time talking about this choice, 

and we realized that as long as we are going to be 

at work, we might as well have the best day we can 

have.”114

Yokoyama’s goal of being world famous has also 

been realized. The market is known worldwide for its 

fun atmosphere and positive employee attitudes. The 

fishmongers enjoy letting customers know they are 

important whether they buy anything or not and con-

stantly entertain them. Employees sing, throw fish, and 

play jokes on each other and on customers.

Throwing fish and playing jokes on customers obvi-

ously would not work as well for every business as it 

did for Seattle’s Pike Place Fish Market. But by devel-

oping healthy work relationships and creating positive 

attitudes and emotions in employees and customers, 

the business is now worth 1,000 times more than 

Yokoyama paid for it more than thirty-five years ago. 

The market has been featured on numerous television 

shows and was even named one of the most fun places 

to work in America by CNN.

Sources: Christensen, J. (2003). First Person: Gone Fishin’. Sales and 
Marketing Management, 155(4), 53; Hein, K. (2002). Hooked on 
Employee Morale. Incentive, 176(8), 56–57; Lundin, S.C., Paul, H., 
& Christensen, J. (2000). Fish! A Remarkable Way to Boost Morale 
and Improve Results. New York: Hyperion; and Yerkes, L. (2007). Fun 
Works: Creating Places Where People Love to Work. San Francisco, 
CA: Berrett-Koehler.

REAL-WORLD RESPONSE
ATTITUDE IS A CHOICE AT PIKE PLACE FISH MARKET
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UNDERSTAND YOURSELF

Negative Affectivity
Recall that affectivity represents our tendency to experience a particular mood or 
to react to things with certain emotions. Individuals with a high positive affectiv-
ity tend to experience more positive emotions including cheerfulness or enthusi-
asm. Individuals higher in negative affectivity tend to experience more negative 
emotions, such as irritation or nervousness.

Complete and score the negative affectivity self-assessment on page 132 in 
this chapter. Your instructor will pair you with another student. The two of you 
should spend two minutes discussing a recent major news story. After the two 
minutes are up, each of you should try to estimate the other’s emotional disposi-
tion (you do not have to reveal your actual score if you do not want to).

(We thank Professor Paul Harvey at the University of New Hampshire for 
suggesting this exercise.)

GROUP EXERCISE

The Effect of Emotion on Team Performance
In this exercise, you will be asked to role-play a particular emotion as a member of 
a work team. After dividing into teams of four people, count off one to four to iden-
tify your role in the team by reading the following description. If your team has 
more than four people, restart the numbering at 1 when you get to the fifth person.

Role 1: Grouchy, negative affect
Role 2: Calm
Role 3: Happy, positive affect
Role 4: Calm
For the next five to ten minutes (until the instructor tells you to stop), your 

team’s task is to discuss possible slogans for the field of organizational behavior 
and identify your team’s favorite idea. When your instructor tells you, your role 
will change to the following:

Role 1: Calm
Role 2: Happy, positive affect
Role 3: Calm
Role 4: Grouchy, negative affect
You will spend the next five to ten minutes (until the instructor tells you to 

stop) discussing the best ways for the manager of a local McDonald’s restaurant 
to improve the employees’ job engagement and deciding on your group’s favorite 
three ideas. When your instructor ends the task, address the following questions 
as a group and be prepared to share your answers with the class.

Questions
 1. Did your emotion influence your own performance or behavior in your team?
 2. Did any emotional contagion occur in your team? If so, was the positive 

(happy) or negative (grouchy) emotion more contagious? Why do you think 
this was so?

 3. What could a leader do to effectively manage a team’s emotion? Is it worth 
trying?
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SUMMARY AND APPLICATION
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C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S

After studying this chapter, you should be able to:

1 Characterize the nature of motivation, including its importance and basic historical 
perspectives.

2 Identify and describe the need-based perspectives on motivation.

3 Identify and describe the major process-based perspectives on motivation.

4 Describe learning-based perspectives on motivation.

5
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REAL-WORLD CHALLENGE

MOTIVATING CAST MEMBERS AT DISNEY

The Walt Disney Company started out in 1923 as a small animation studio. In the decades 

since then, the company has grown to become the largest entertainment business in the 

world. Disney owns or operates eleven theme parks, operates its own cruise line, and owns 

several television networks, including ABC, ESPN, and, of course, the Disney Channel. The 

company also continues to extend its reach, recently purchasing such properties as Pixar 

Animation Studios, Marvel Comics, Lucasfilm, and a large part of Fox Entertainment.1

One of Disney’s hallmarks is legendary customer service, especially at its theme parks 

and on its cruise ships. Theme park employees are called “cast members” and are taught 

that the ultimate goal is guest happiness and that no matter what role they play, they are 

expected to smile, project a positive image, and be friendly. Disney wants to motivate its 

cast members to provide the four service basics of projecting a positive image and energy, 

being courteous and respectful to all guests, staying in character and playing the part, 

going above and beyond expectations, and asking you for suggestions.2 After reading this 

chapter, you should have some good ideas.
SMCKENZIE/ISTOCK EDITORIAL/GETTY IMAGES
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160 PART 2 | Individual Behaviors and Processes in Organizations

Given the complex array of individual differences discussed in Chapters 3 and 4 
(and extended later in this chapter), it should be obvious that people work for a wide 
variety of reasons. Some people want money, some want a challenge, and some want 
power. What people in an organization want from work and how they think they can 
achieve it plays an instrumental role in determining their motivation to work. As 
we see in this chapter, motivation is vital to all organizations. Indeed, the difference 
between highly effective organizations and less effective ones often lies in the moti-
vations of their members. Thus, managers need to understand the nature of individ-
ual motivation, especially as it applies to work situations. In this chapter, we first 
explore various need-based perspectives on motivation. We then turn our attention 
to the more sophisticated process-based perspectives. We conclude with a discussion 
of learning-based perspectives on motivation.3

THE NATURE OF MOTIVATION
Motivation is the set of forces that causes people to engage in one behavior 
rather than some alternative behavior.4 Students who start assignments several 
weeks before they are due to ensure that their term papers are the best they 
can be, salespeople who work on Saturdays to get ahead, and doctors who make 
follow-up phone calls to patients to check on their conditions are all motivated 
people. Of course, students who avoid the term paper by spending the day at the 
beach, salespeople who go home early to escape a tedious sales call, and doctors 
who skip follow-up calls to have more time for golf are also motivated—their 
goals are simply very different. From the manager’s viewpoint, the objective is to 
motivate people to behave in ways that are in the organization’s best interest.5

The Importance of Motivation
Managers strive to motivate people in the organization to perform at high lev-
els. This means getting them to work hard, to come to work regularly, and to 
make positive contributions to the organization’s mission. But job performance 
depends on ability and environment as well as motivation. This relationship can 
be stated as follows:

P 5 M 1 A 1 E
where
 P 5 performance, M 5 motivation,
 A 5 ability, and E 5 environment

To reach high levels of performance, an employee must want to do the job 
well (motivation); must be able to do the job effectively (ability); and must have 
the materials, resources, equipment, and information required to do the job (envi-
ronment). A deficiency in any one of these areas hurts performance. A manager 
should thus strive to ensure that all three conditions are met.6

In most settings, motivation is the most difficult of these factors to manage. If 
an employee lacks the ability to perform, he or she can be sent to training programs 
to learn new job skills. If the person cannot learn those skills, he or she can be 
transferred to a simpler job and replaced with a more skilled worker. If an employee 
lacks materials, resources, equipment, and/or information, the manager can take 
steps to provide him or her. For example, if a worker cannot complete a project 
without sales forecast data from marketing, the manager can contact marketing 

motivation
The set of forces that 
leads people to behave in 
particular ways
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  CHAPTER 5 | Motivating Behavior 161

and request that information. But if motivation is deficient, the manager faces the 
more complex situation of determining what will motivate the employee to work 
harder.7 Of course, it is also important to understand what motivates us personally.

The Motivational Framework
We can start to understand motivation by looking at need deficiencies and 
goal-directed behaviors. Figure 5.1 shows the basic motivational framework we 
use to organize our discussion. A need—something an individual requires or 
wants—is the starting point.8 Motivated behavior usually begins when a person 
has one or more important needs. Although a need that is already satisfied may 
also motivate behavior (for example, the need to maintain a standard of living 
one has already achieved), unmet needs usually result in more intense feelings 
and behavioral changes. For example, if a person has yet to attain the standard 
of living he or she desires, this unmet need may stimulate him or her to action.

A need deficiency usually triggers a search for ways to satisfy it. Consider a per-
son who feels his or her salary and position are deficient because they do not reflect 
the importance to the organization of the work he or she does and because he or 
she wants more income. The person may feel he or she has three options: to simply 
ask for a raise and a promotion, to work harder in the hope of earning a raise and a 
promotion, or to look for a new job with a higher salary and a more prestigious title.

Next, comes a choice of goal-directed behaviors. Although a person might 
pursue more than one option at a time (such as working harder while also look-
ing for another job), most effort is likely to be directed at one option. In the next 
phase, the person actually carries out the behavior chosen to satisfy the need. He 
or she will probably begin putting in longer hours, working harder, and so forth. 
He or she will next experience either rewards or punishment as a result of this 
choice. He or she may perceive his or her situation to be punishing if he or she 
ends up earning no additional recognition and not getting a promotion or pay 
raise. Alternatively, he or she may actually be rewarded by getting the raise and 
promotion because of his or her higher performance.

Finally, the person assesses the extent to which the outcome achieved fully 
addresses the original need deficiency. Suppose the person wanted a 10 percent 

need
Anything an individual 
requires or wants

Motivational Framework
Figure 5.1

Experienced
Need
Deficiencies

Search for
Ways to
Satisfy Needs

Choice of
Goal-Directed
Behaviors

Experienced
Rewards or
Punishment

Reassessment
of Need
Deficiencies

Enactment
of Behavioral
Choice
(Performance)

This framework provides 
a useful way to see how 
motivational processes 
occur. When people 
experience a need 
deficiency, they seek 
ways to satisfy it, which 
results in a choice of 
goal-directed behaviors. 
After performing the 
behavior, the individual 
experiences rewards 
or punishments that 
affect the original need 
deficiency.
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162 PART 2 | Individual Behaviors and Processes in Organizations

Scientific management was developed around the idea that 
workers are motivated by money. Frederick Taylor advocated 
using an incentive pay system to motivate workers to perform 
tasks like laying bricks using the “one best way” so as to 
maximize productivity.

raise and a promotion to vice president. If he or she 
got both, he or she should be satisfied. On the other 
hand, if he or she got only a 7 percent raise and a pro-
motion to associate vice president, he or she will have 
to decide whether to keep trying, to accept what he or 
she got, or to choose one of the other options considered 
earlier. (Sometimes, of course, a need may go unsatis-
fied altogether, despite the person’s best efforts.)

Early Perspectives on Motivation
Historical views on motivation, although not always accurate, are of interest 
for several reasons. For one thing, they provide a foundation for contemporary 
thinking about motivation. For another, because they generally were based 
on common sense and intuition, an appreciation of their strengths and weak-
nesses can help managers gain useful insights into employee motivation in the 
workplace.

The Traditional Approach
One of the first writers to address work motivation—over a century ago—was 
Frederick Taylor. Taylor developed a method for structuring jobs that he called 
scientific management. As one basic premise of this approach, Taylor assumed 
that employees are economically motivated and work to earn as much money as 
they can.9 Hence, he advocated incentive pay systems. He believed that man-

agers knew more about the jobs being performed than did work-
ers, and he assumed that economic gain was the 

primary thing that motivated everyone. Other 
assumptions of the traditional approach were 
that work is inherently unpleasant for most peo-
ple and that the money they earn is more import-
ant to employees than the nature of the job they 
are performing. Hence, people could be expected to 
perform any kind of job if they were paid enough. 
Although the role of money as a motivating factor 
cannot be  dismissed, proponents of the traditional 

scientific management
Approach to motivation 
that assumes that 
employees are motivated 
by money

Motivation begins with a need deficiency. Few people aspire 
to work as custodians or hotel maids or housekeepers, for 
example, but the need for money to buy basic necessities 
can motivate people to perform these kinds of jobs. Of 
course, the motivation for higher levels of income can also 
drive people to work harder and seek advancement to higher 
paying jobs as well.
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approach took too narrow a view of the role of monetary compensation and also 
failed to consider other motivational factors.

The Human Relations Approach
The human relations approach supplanted scientific management in the 1930s.10 
The human relations approach assumed that employees want to feel useful 
and important, that employees have strong social needs, and that these needs 
are more important than money in motivating employees. Advocates of the 
human relations approach advised managers to make workers feel important 
and to allow them a modicum of self-direction and self-control in carrying out 
routine activities. The illusion of involvement and importance were expected to 
satisfy workers’ basic social needs and result in higher motivation to perform.  
For example, a manager might allow a workgroup to participate in making a deci-
sion even though he or she had already determined what the decision would be. 
The symbolic gesture of seeming to allow participation was expected to enhance 
motivation, even though no real participation took place.

The Human Resources Approach
The human resource approach to motivation carries the concepts of needs 
and motivation one step further. Whereas the human relationists believed that 
just the feelings of contribution and participation would enhance motivation, the 
human resource view, which began to emerge in the 1950s, assumes that the 
contributions themselves are valuable to both individuals and organizations. It 
assumes that people want to contribute and are indeed able to make genuine 
contributions. Management’s task, then, is to encourage participation and to cre-
ate a work environment that makes full use of the human resources available. 
This philosophy guides most contemporary thinking about employee motivation. 
At businesses such as Ford, Apple, Hewlett-Packard, and Texas Instruments, for 
example, employees often work in teams and are called upon to solve a variety of 
problems and to make substantive contributions to the organization.

Individual Differences and Motivation
We noted earlier that individual differences play a key role in motivation. Simply 
put, different things motivate different people. As we explored in detail in our 
last two chapters, people have different abilities, needs, personalities, values, and 
self-concepts. Because of these myriad differences, there is no one best way to 
motivate everyone. For example, consider this conversation:

Nancy: “I can’t believe you quit your job. Your work seemed so interesting, 
and you always had a chance to learn new things. I like jobs that challenge 
me. Your new job sounds so boring that I’d go crazy.”
Chris: “Well, it is tedious work, but it pays better than any other job around.”

What seems to be motivating to Chris? Money. But Nancy places a higher value 
on challenging herself and doing a variety of tasks. This simple example high-
lights the fact that to motivate others, it is critical that you first understand 
what does and what does not motivate them. Our Global Issues feature describes 
how differences between people also extend to cultural differences as well.

An easy mistake to make when trying to motivate others is assuming that 
the same things that motivate you also motivate them. People are diverse in the 
personality, values, needs, abilities, cultures, and interests they bring to their 

human relations 
approach
Suggests that fostering a 
false sense of employees’ 
inclusion in decision 
making will result in 
positive employee 
attitudes and motivation 
to work hard

human resource 
approach
Assumes that people 
want to contribute 
and are able to make 
genuine contributions to 
organizations
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164 PART 2 | Individual Behaviors and Processes in Organizations

jobs. These individual characteristics motivate us to work harder at some things 
than at others. Individual characteristics are internal motivational factors that 
are a part of who we are and compel us to try harder and exert more effort toward 
reaching some goals as compared to others. The starting point for motivated 
employees is hiring people whose individual characteristics lead to high moti-
vation on the job. A job requiring high-quality work will not be as motivating to 
someone who lacks attention to detail as it will to a conscientious, detail-oriented 
person. In your own career, finding a job that has the potential to fulfill your 
needs, meet your goals, and complement your attitudes can help you to maintain 
your motivation as well.

In addition to the various individual differences we have already discussed, 
one additional element is often very specifically related to the motivation to per-
form a specific task. If you did not think that you could sell enough products 
to meet your quota, would you be motivated to try very hard? Because people 
are motivated in part by what they expect to be able to do, you would probably 
not be very motivated. Alternatively, if you are very confident that you can meet 
your quota, and having met that quota receive a large commission, you would 
probably be very motivated to work hard. Recall our discussion of general self- 
efficacy as an individual difference back in Chapter 3. A specific form of self- 
efficacy is especially related to employee motivation. Task-specific self-efficacy 
is a person’s beliefs in his or her capabilities to do what is required to accomplish 
a specific task.11 Task-specific self-efficacy influences an individual’s effort and 
persistence in the face of challenges related to performing a specific task.12 Task-
specific self-efficacy beliefs have three dimensions:

 1. Magnitude: beliefs about how difficult a specific task is to be accomplished
 2. Strength: beliefs about how confident the person is that the specific task can 

be accomplished
 3. Generality: beliefs about the degree to which similar tasks can be accom plished

task-specific self-efficacy
A person’s beliefs in his 
or her capabilities to 
do what is required to 
accomplish a specific task

G L O B A L     I S S U E S

MOTIVATING A GLOBAL WORKFORCE

Effectively motivating employees located across the globe is a 
significant challenge. Managers must be sensitive to cultural 
differences in values and needs and understand that what is 
acceptable in one culture may be taboo in another.

The American culture is more individualistic and egocentric 
than many other cultures. Because American culture values 
individual achievement, Americans often have a desire to be 
singled out and praised. In some cultures, people would be 
embarrassed or even ashamed if they received the attention 
Americans strive for. In Japan, for example, there is a saying, 
“It’s the nail that sticks up that gets pounded.” Motivation and 
reward programs in the Far East also tend to be more paternal 
than in the United States. In Indonesia, if a company has a good 
year, bonuses are not a function of individual performance but 

rather of each employee’s organizational loyalty as measured 
by the number of years worked with the company, plus the size 
of his or her family.13

Some motivation principles, like treating people with respect, 
apply equally well around the world. For example, Colgate-
Palmolive operates in more than 200 countries and receives 
about 79 percent of its $7 billion revenues from overseas mar-
kets. A truly global company, Colgate expects managers every-
where to show respect for their employees. Colgate-Palmolive’s 
performance-evaluation system, for instance, evaluates how 
managers exemplify and reinforce respect.14 Employees from 
different cultures may differentially value things like equality 
and individualism, but being treated with fairness and respect 
resonates globally.
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Because task-specific self-efficacy perceptions are changeable, good manag-
ers proactively enhance subordinates’ perceptions of their abilities. Managers can 
raise task-specific self-efficacy through coaching and encouragement, assuming the 
employee really does have the potential to perform better. If an employee fails at 
a task he or she should be able to do, the manager can express confidence in the 
employee and guide him or her through successful experiences. When an employee 
is successful, the manager can discuss how the success was due to the employee’s 
skills and effort (rather than to luck) to enhance his or her task-specific self-efficacy.

Similarly, if you find yourself lacking the confidence that you can do a task, 
you can take steps to eliminate the performance barriers you identify. Perhaps 
more practice, seeking a coach, or watching others perform the task successfully 
will increase your task-specific self-efficacy and motivation. One of the most 
important determinants of motivation, and thus success, is whether you believe 
you can accomplish the things you are trying to do.

NEED-BASED PERSPECTIVES 
ON MOTIVATION
Need-based perspectives represent the starting point for most contemporary 
thought on motivation, although these theories also attracted critics.15 The basic 
premise of need-based theories and models, consistent with our motivation 
framework introduced earlier, is that humans are motivated primarily by defi-
ciencies in one or more important needs or need categories. Need theorists have 
attempted to identify and categorize the needs that are most important to peo-
ple.16 (Some observers call these “content theories” because they deal with the 
content, or substance, of what motivates behavior.) The best-known need theories 
are the hierarchy of needs and the ERG theory.

The Hierarchy of Needs
The hierarchy of needs, developed by psychologist Abraham Maslow in the 1940s, 
is the best-known need theory.17 Influenced by the human relations school, 
Maslow argued that human beings are “wanting” animals: They have innate 
desires to satisfy a given set of needs. Furthermore, Maslow believed that these 
needs are arranged in a hierarchy of importance, with the most basic needs at 
the foundation of the hierarchy.

Figure 5.2 shows Maslow’s hierarchy of needs. The three sets of needs at the 
bottom of the hierarchy are called deficiency needs because they must be satisfied 
for the individual to be fundamentally comfortable. The top two sets of needs are 
termed growth needs because they focus on personal growth and development.

The most basic needs in the hierarchy are physiological needs. These include 
the needs for food, sex, and air. Next in the hierarchy are security needs: things 
that offer safety and security, such as adequate housing and clothing and free-
dom from worry and anxiety. Belongingness needs, the third level in the hierar-
chy, are primarily social. Examples include the need for love and affection and 
the need to be accepted by peers. The fourth level, esteem needs, actually encom-
passes two slightly different kinds of needs: the need for a positive self-image 
and self-respect and the need to be respected by others. At the top of the hierar-
chy are self-actualization needs. These involve a person’s realizing his or her full 
potential and becoming all that he or she can be.

need-based theories
Assume that need 
deficiencies cause 
behavior

hierarchy of needs
Assumes that human 
needs are arranged in a 
hierarchy of importance
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166 PART 2 | Individual Behaviors and Processes in Organizations

When people have a good jobs with security, excellent benefits, 
and high salaries they may be motivated going forward by job 
titles, status, and challenge. But if they are unemployed and are 
just looking for a job, their motivation becomes focused on base 
salary and the need for stability.
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Maslow believed that each need level must be satisfied before the level above 
it can become important. Thus, once physiological needs have been satisfied, 
their importance diminishes, and security needs emerge as the primary sources 
of motivation. This escalation up the hierarchy continues until the self-actualiza-
tion needs become the primary motivators. Suppose, for example, that Jennifer 
Wallace earns all the money she needs for the time being and is very satisfied 
with her current standard of living. Additional income may therefore have little 
or no motivational impact on her behavior. Instead, Jennifer will likely strive to 
satisfy other needs, such as a desire for higher self-esteem.

However, if a previously satisfied lower-level set of needs becomes deficient 
again, the individual returns to that level. For example, suppose that Jennifer 

unexpectedly loses her job. At first, she may not be too worried because she 
has savings and confidence that she can find another 

good job. As her savings dwindle, however, she 
will become increasingly motivated to seek new 
income. Initially, she may seek a job that both 
pays well and satisfies her esteem needs. But as 
her financial situation grows increasingly worse, 
she may lower her expectations regarding esteem 
and instead focus more and more on simply find-
ing a job with a reliable paycheck to cover her basic 
necessities like food and rent.

Source: Adapted from Abraham H. Maslow, “A Theory of Human Motivation,” Psychological Review, 1943, vol., 50, 
pp. 374–396.

Figure 5.2
The Hierarchy of Needs

Challenging JobAchievement

Job TitleStatus

Friends in Work GroupFriendship

General Examples Organizational Examples

Base Salary

Pension Plan

Self-
Actualization

Needs

Esteem Needs

Belongingness Needs

Security Needs

Physiological NeedsSustenance

Stability

Maslow’s hierarchy 
of needs consists of 
five basic categories 
of needs. This figure 
illustrates both general 
and organizational 
examples of each type 
of need. Of course, each 
individual has a wide 
variety of specific needs 
within each category.
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According to Abraham Maslow people may be 
motivated by a hierarchy of needs, including social 
needs to belong to groups and be part of friendships. 
These co-workers are apparently helping meet 
their belongingness needs through close working 
relationships at work.
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MIn most businesses, physiological needs 
are probably the easiest to evaluate and to 
meet. Adequate wages, clean restrooms, ven-
tilation, and comfortable temperatures and 
working conditions are measures taken to 
satisfy this most basic level of needs. Security 
needs in organizations can be satisfied by such 
things as job continuity (no layoffs), a grievance 
system (to protect against arbitrary supervisory 
actions), and an adequate insurance and retire-
ment system (to guard against financial loss 
from illness and to ensure retirement income).

Most employees’ belongingness needs are satis-
fied by family ties and group relationships both inside and outside the organiza-
tion. In the workplace, people usually develop friendships that provide a basis for 
social interaction and can play a major role in satisfying social needs. Managers 
can help satisfy these needs by fostering interaction and a sense of group iden-
tity among employees. At the same time, managers can be sensitive to the prob-
able effects on employees (such as low performance and absenteeism) of family 
problems or lack of acceptance by coworkers. Esteem needs in the workplace are 
met at least partially by job titles, choice offices, merit pay increases, awards, 
and other forms of recognition. Of course, to be sources of long-term motivation, 
tangible rewards such as these must be distributed equitably and be based on 
performance.

Self-actualization needs are perhaps the hardest to understand and the most 
difficult to satisfy. For example, it is difficult to assess how many people completely 
meet their full potential. In most cases, people who are doing well on Maslow’s 
hierarchy will have satisfied their esteem needs and will be moving toward self- 
actualization. Working toward self-actualization, rather than actually achieving 
it, may be the ultimate motivation for most people. In recent years, there has 
been a pronounced trend toward people leaving well-paying but less fulfilling jobs 
to take lower-paying but more fulfilling jobs such as nursing and teaching. This 
might indicate that they are actively working toward self-actualization.18

Research shows that the needs hierarchy does not generalize very well to 
other countries. For example, in Greece and Japan, security needs may motivate 
employees more than self-actualization needs. Likewise, belongingness needs are 
especially important in Sweden, Norway, and Denmark. Research has also found 
differences in the relative importance of different needs in Mexico, India, Peru, 
Canada, Thailand, Turkey, and Puerto Rico.19

Maslow’s needs hierarchy makes a certain amount of intuitive sense. And 
because it was the first motivation theory to become popular, it is also one of the 
best known among practicing managers. However, research has revealed a num-
ber of deficiencies in the theory. For example, five levels of needs are not always 
present; the actual hierarchy of needs does not always conform to Maslow’s model; 
and need structures are more unstable and variable than the theory would lead 
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168 PART 2 | Individual Behaviors and Processes in Organizations

us to believe.20 And sometimes managers are overly clumsy or superficial in their 
attempts to use a theory such as this one. Thus, the theory’s primary contribu-
tion seems to lie in providing a general framework for categorizing needs.

The ERG Theory
The ERG theory, developed by Yale psychologist Clayton Alderfer, is another his-
torically important need theory of motivation.21 In many respects, ERG theory 
extends and refines Maslow’s needs hierarchy concept, although there are also sev-
eral important differences between the two. The E, R, and G stand for three basic 
need categories: existence, relatedness, and growth. Existence needs—those neces-
sary for basic human survival—roughly correspond to the physiological and security 
needs of Maslow’s hierarchy. Relatedness needs—those involving the need to relate 
to others—are similar to Maslow’s belongingness and esteem needs. Finally, growth 
needs are analogous to Maslow’s needs for self-esteem and self-actualization.

In contrast to Maslow’s approach, ERG theory suggests that more than one 
kind of need—for example, both relatedness and growth needs—may  motivate a 
person at the same time. A more important difference from Maslow’s  hierarchy 
is that ERG theory includes a satisfaction–progression component and a 
 frustration–regression component. The satisfaction–progression concept  suggests 
that after satisfying one category of needs, a person progresses to the next level. 
On this point, the needs hierarchy and ERG theory agree. The needs hierarchy, 
however, assumes that the individual remains at the next level until the needs 
at that level are satisfied. In contrast, the frustration–aggression component of 
ERG theory suggests that a person who is frustrated by trying to satisfy a higher 
level of needs eventually will regress to the preceding level.22

Suppose, for instance, that Nick Hernandez has satisfied his basic needs at the 
relatedness level and now is trying to satisfy his growth needs. That is, he has many 
friends and social relationships and is now trying to learn new skills and advance 
in his career. For a variety of reasons, such as organizational constraints (i.e., few 
challenging jobs, a glass ceiling, etc.) and the lack of opportunities to advance, he is 
unable to satisfy those needs. No matter how hard he tries, he seems stuck in his 
current position. According to ERG theory, frustration of his growth needs will cause 
Nick’s relatedness needs to once again become dominant as motivators. As a result, 
he will put renewed interest into making friends and developing social relationships.

The Two-Factor Theory
Another important need-based theory of motivation is the two-factor theory, also 
called the dual-structure theory. This theory is in many ways similar to the need 
theories just discussed. The two-factor theory once played a major role in manage-
rial thinking about motivation, and though few researchers today accept the the-
ory, it is nevertheless still widely known and accepted among practicing managers.

Development of the Theory
Frederick Herzberg and his associates developed the two-factor theory in the 
late 1950s and early 1960s.23 Herzberg began by interviewing approximately 200 
accountants and engineers in Pittsburgh. He asked them to recall times when 
they felt especially satisfied and motivated by their jobs and times when they felt 
particularly dissatisfied and unmotivated. He then asked them to describe what 
caused the good and bad feelings. The responses to the questions were recorded 

ERG theory
Describes existence, 
relatedness, and growth 
needs

two-factor theory  
(dual-structure theory)
Identifies motivation 
factors, which affect 
satisfaction, and hygiene 
factors, which determine 
dissatisfaction
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by the interviewers and later subjected to content analysis. (In a content anal-
ysis, the words, phrases, and sentences used by respondents are analyzed and 
categorized according to their meanings.)

To his surprise, Herzberg found that entirely different sets of factors were 
associated with the two kinds of feelings about work. For example, a person who 
indicated “low pay” as a source of dissatisfaction would not necessarily identify 
“high pay” as a source of satisfaction and motivation. Instead, people associated 
entirely different causes, such as recognition or achievement, with satisfac-
tion and motivation. The findings led Herzberg to conclude that the prevailing 
thinking about satisfaction and motivation was incorrect. As Figure 5.3 shows, 
at the time, job satisfaction was being viewed as a single construct ranging from 
satisfaction to dissatisfaction. If this were the case, Herzberg reasoned, one set 
of factors should therefore influence movement back and forth along the contin-
uum. But because his research had identified differential influences from two 
different sets of factors, Herzberg argued that two different dimensions must be 
involved. Thus, he saw motivation as a two-factor phenomenon.

Figure 5.3 also illustrates the two-factor concept that there is one dimension 
ranging from satisfaction to no satisfaction and another ranging from dissatis-
faction to no dissatisfaction. The two dimensions must presumably be associated 
with the two sets of factors identified in the initial interviews. Thus, this theory 
proposed that employees might be either satisfied or not satisfied and, at the 
same time, dissatisfied or not dissatisfied.24

The Two Factor Theory of Motivation
Figure 5.3

The Traditional View

Satisfaction Dissatisfaction

Herzberg's View

Satisfaction No Satisfaction

Dissatisfaction No Dissatisfaction

Motivation Factors
    Achievement
    Recognition
    The Work Itself
    Responsibility
    Advancement and Growth

Hygiene Factors
    Supervision
    Working Conditions
    Interpersonal Relationships
    Pay and Job Security
    Company Policies

The traditional view of 
satisfaction suggested 
that satisfaction and 
dissatisfaction were 
opposite ends of a single 
dimension. Herzberg’s 
Two Factor theory found 
evidence of a more 
complex view. In this 
theory, motivation factors 
affect one dimension, 
ranging from satisfaction 
to no satisfaction. 
Other workplace 
characteristics, called 
“hygiene factors,” are 
assumed to affect another 
dimension, ranging from 
dissatisfaction to no 
dissatisfaction.
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170 PART 2 | Individual Behaviors and Processes in Organizations

In addition, Figure 5.3 lists the primary factors identified in Herzberg’s inter-
views. Motivation factors such as achievement, recognition, and the opportu-
nity to plan and control their own work were often cited by people as primary 
causes of satisfaction and motivation. When present in a job, these factors appar-
ently could cause satisfaction and motivation; when they were absent, the result 
was feelings of no satisfaction rather than dissatisfaction. The other set of factors, 
hygiene factors, came out in response to the questions about dissatisfaction and 
lack of motivation. The respondents suggested that pay, job security, supervisors, 
and working conditions, if seen as inadequate, could lead to feelings of dissatis-
faction. When these factors were considered acceptable, however, the person still 
was not necessarily satisfied; rather, he or she was simply not dissatisfied.25

To use the two-factor theory in the workplace, Herzberg recommended a two-
stage process. First, the manager should try to eliminate situations that cause dis-
satisfaction, which Herzberg assumed to be the more basic of the two dimensions. 
For example, suppose that Susan Kowalski wants to use the two-factor theory to 
enhance motivation in the group of seven technicians she supervises. Her first 
goal would be to achieve a state of no dissatisfaction by addressing hygiene fac-
tors. Imagine, for example, that she discovers that their pay is a bit below market 
rates and that a few of them are worried about job security. Her response would 
be to secure a pay raise for them and to allay their concerns about job security.

According to the theory, once a state of no dissatisfaction exists, trying to 
improve motivation further through hygiene factors is a waste of time.26 At that 
point, the motivation factors enter the picture. Thus, when Susan is sure that she 
has adequately dealt with hygiene issues, she should try to increase opportunities 
for achievement, recognition, responsibility, advancement, and growth. As a result, 
she would be helping her subordinates feel satisfied and motivated.

Unlike many other theorists, Herzberg described explicitly how managers 
could apply his theory. In particular, he developed and described a technique called 
“job enrichment” for structuring employee tasks.27 (We will discuss job enrichment 
in Chapter 6.) Herzberg tailored this technique to his key motivation factors. This 
unusual attention to application may explain the widespread popularity of the 
two-factor theory among practicing managers.

Evaluation of the Theory
Because it gained popularity so quickly, the two-factor theory has been scien-
tifically scrutinized more than almost any other organizational behavior the-
ory.28 The results have been contradictory, to say the least. The initial study by 
Herzberg and his associates supported the basic premises of the theory, as did 
a few follow-up studies.29 In general, studies that use the same methodology as 
Herzberg did (content analysis of recalled incidents) tend to support the theory. 
However, this methodology has itself been criticized, and studies that use other 
methods to measure satisfaction and dissatisfaction frequently obtain results 
quite different from Herzberg’s.30 If the theory is “method bound,” as it appears 
to be, its validity is therefore questionable.

Several other criticisms have been directed against the theory. Critics say the 
original sample of accountants and engineers may not represent the general work-
ing population. Furthermore, they maintain that the theory fails to account for indi-
vidual differences. Subsequent research has found that a factor such as pay may 
affect satisfaction in one sample and dissatisfaction in another and that the effect of 
a given factor depends on the individual’s age and organizational level. In addition, 
the theory does not define the relationship between satisfaction and motivation.

Research has also suggested that the two-factor framework varies across 
cultures. Only limited studies have been conducted, but findings suggest that 

motivation factors
Are intrinsic to the work 
itself and include factors 
such as achievement and 
recognition

hygiene factors
Are extrinsic to the work 
itself and include factors 
such as pay and job 
security
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employees in New Zealand and Panama assess the impact of motivation and 
hygiene factors differently from U.S. workers.31 It is not surprising, then, that 
the two-factor theory is no longer held in high esteem by organizational behav-
ior researchers. Indeed, the field has since adopted far more complex and valid 
conceptualizations of motivation, most of which we discuss in Chapter 6. But 
because of its initial popularity and its specific guidance for application, the 
two-factor theory merits a special place in the history of motivation research.

The Acquired Needs Framework
Finally, we will discuss one final need-based motivation perspective. The 
acquired needs framework was advanced by David McClelland and centers 
on the needs for achievement, affiliation, and power (these needs are also 
sometimes referred to as manifest needs).32 A key differentiating element of 
this framework is the argument that these needs are acquired, or learned, 
from cultural, societal, and family influences.

The Need for Achievement
The need for achievement arises from an individual’s desire to accomplish a 
goal or task more effectively than in the past. Individuals who have a high need 
for achievement tend to set moderately difficult goals and to make moderately 
risky decisions. Suppose, for example, that Mark Cohen, a regional manager for a 
national retailer, sets a sales increase goal for his stores of either 1 percent or 50 
percent. The first goal is probably too easy, and the second is probably impossible 
to reach; either would suggest a low need for achievement. But a mid-range goal 
of, say, 15 percent might present a reasonable challenge and also be within reach. 
Setting this goal might more accurately reflect a high need for achievement.

High need-achievers also want immediate, specific feedback on their perfor-
mance. They want to know how well they did something as quickly after finishing it 
as possible. For this reason, high need-achievers frequently take jobs in sales, where 
they get almost immediate feedback from customers, and often avoid jobs in areas 
such as research and development, where tangible progress is slower and feedback 
comes at longer intervals. If Mark only asks his managers for their sales perfor-
mance on a periodic basis, he might not have a high need for achievement. But if 
he is constantly calling each store manager in his territory to ask about their sales 
increases, this activity indicates a high need for achievement on his part.

Preoccupation with work is another characteristic of high need-achievers. 
They think about it on their way to the workplace, during lunch, and at home. 
They find it difficult to put their work aside, and they become frustrated when 
they must stop working on a partly completed project. If Mark seldom thinks 
about his business in the evening, he may not be a high need-achiever. However, 
if work is always on his mind, he might indeed be a high need-achiever.

Finally, high need-achievers tend to assume personal responsibility for getting 
things done. They often volunteer for extra duties and find it difficult to delegate part 
of a job to someone else. Accordingly, they derive a feeling of accomplishment when 
they have done more work than their peers without the assistance of others. Suppose 
Mark visits a store one day and finds that the merchandise is poorly displayed, the 
floor is dirty, and the sales clerks don’t seem motivated to help customers. If he has a 
low need for achievement, he might point the problems out to the store manager and 
then leave. But if his need for achievement is high, he may very well stay in the store 
for a while, personally supervising the changes that need to be made.

Although high need-achievers tend to be successful, they often do not achieve 
top management posts. The most common explanation is that although high 

acquired needs 
framework
Centers on the needs for 
achievement, affiliation, 
and power

need for achievement
The desire to accomplish 
a task or goal more 
effectively than was done 
in the past
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172 PART 2 | Individual Behaviors and Processes in Organizations

need for achievement helps these people advance quickly through the ranks, the 
traits associated with the need often conflict with the requirements of high-level 
management positions. Because of the amount of work they are expected to do, 
top executives must be able to delegate tasks to others. In addition, they seldom 
receive immediate feedback, and they often must make decisions that are either 
more or less risky than those with which a high need-achiever would be com-
fortable.33 High need-achievers tend to do well as individual entrepreneurs with 
little or no group reinforcement. Bill Gates, cofounder of Microsoft, Reed Hasting, 
founder and CEO of Netflix, and Marissa Mayer, former CEO of Yahoo! are all 
recognized as being high need-achievers.

The Need for Affiliation
Individuals also experience the need for affiliation—the need for human com-
panionship.34 Researchers recognize several ways that people with a high need for 
affiliation differ from those with a lower need. Individuals with a high need tend to 
want reassurance and approval from others and usually are genuinely concerned 
about others’ feelings. They are likely to act and think as they believe others want 
them to, especially those with whom they strongly identify and desire friendship. 
As we might expect, people with a strong need for affiliation most often work in 
jobs with a lot of interpersonal contact, such as sales and teaching positions.

For example, suppose that Watanka Jackson is seeking a job as a geologist or 
petroleum field engineer, a job that will take her into remote areas for long periods 
of time with little interaction with coworkers. Aside from her academic training, one 
reason for the nature of her job search might be that she has a low need for affili-
ation. In contrast, a classmate of hers, William Pfeffer, may be seeking a job in the 
corporate headquarters of a petroleum company. His preferences might be dictated, 
at least in part, by a desire to be around other people in the workplace; thus, he has 
a higher need for affiliation. A recent Gallup survey suggests that people who have 
at least one good friend at work are much more likely to be highly engaged with 
their work and to indicate higher levels of job satisfaction.35

The Need for Power
The third so-called acquired need is the need for power—the desire to con-
trol one’s environment, including financial, material, informational, and human 
resources.36 People vary greatly along this dimension. Some individuals spend 

much time and energy seeking power; others avoid power if at all 
possible. People with a high need for power can be successful 
managers if three conditions are met. First, they must seek 
power for the betterment of the organization rather than for 
their own interests. Second, they must have a fairly low need 
for affiliation because fulfilling a personal need for power may 
well alienate others in the workplace. Third, they need plenty 
of self-control to curb their desire for power when it threatens to 
interfere with effective organizational or interpersonal relation-
ships.37 Our Understand Yourself feature will give you personal 
insights into how you may be motivated by these acquired needs.

need for affiliation
The need for human 
companionship

need for power
The desire to control 
the resources in one’s 
environment

Some people are motivated by a need for power. This need, in turn, may prompt 
them to seek impressive job titles and lavish offices such as this one. Titles and 
offices are seen as ways to convey to others how much power a person has.
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For each of the following fifteen statements, circle the number 
that most closely agrees with how you feel. 

Consider your answers in the context of your current job or 
past work experience.

 1. I work very hard to continually improve my work performance. 1 2 3 4 5

 2. I enjoy competition. I like to win in sports and other things I do. 1 2 3 4 5

 3. When working, I often chat with fellow employees about nonwork matters. 1 2 3 4 5

 4. I enjoy difficult challenges. At work, I like to take on the hard jobs. 1 2 3 4 5

 5. I enjoy being a manager. I like being in charge of things and people. 1 2 3 4 5

 6. It is important to me to be liked by other people. 1 2 3 4 5

 7. When I am working, I like to know how I am doing and how the work is progressing. 1 2 3 4 5

 8. If I disagree with someone, I let him or her know it. I am not afraid of disagreement. 1 2 3 4 5

 9. Many of my coworkers are also my friends. I enjoy spending my leisure time with them. 1 2 3 4 5

10. I typically set realistic goals and tend to achieve them. 1 2 3 4 5

11. It is important to me to get others to agree with my ideas. 1 2 3 4 5

12. I enjoy belonging to clubs, groups, and other organizations. 1 2 3 4 5

13. I enjoy the satisfaction of successfully completing a difficult job. 1 2 3 4 5

14. One of my important objectives is to get more control over events around me. 1 2 3 4 5

15. I would rather work with other people than work alone. 1 2 3 4 5

Scoring: Record your score for each of the fifteen statements 
on the appropriate line below, putting your response to the 
first statement on the top left line marked “1,” your response to 

the second statement on the top middle line marked “2,” and 
so on. Then add up each column to learn your achievement, 
power, and affiliation scores.

Achievement Power Affiliation

  1. _____   2. _____   3. ____

  4. _____   5. _____   6. ____

  7. _____   8. _____   9. ____

10. _____ 11. _____ 12. ____

13. _____ 14. _____ 15. ____

TOTALS: _____ _____     ____

Question: How do you think your motivations influence the 
way that you lead or that you will lead in the future?

Source: Reprinted from Steers, R., & Braunstein, D. A Behaviorally Based 
Measure of Manifest Needs in Work Settings. Journal of Vocational Behavior, 
9(2), 251–266. 

U N D E R S TA N D  Y O U R S E L F
WHAT MOTIVATES YOU?
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174 PART 2 | Individual Behaviors and Processes in Organizations

PROCESS-BASED PERSPECTIVES  
ON MOTIVATION
Process-based perspectives are concerned with how motivation occurs. Rather 
than attempting to identify specific motivational stimuli, such as pay or recogni-
tion, process perspectives focus on why people choose certain behavioral options 
to satisfy their needs (regardless of the needs themselves) and how they evaluate  
their satisfaction after they have attained these goals. Two useful process 
 perspectives on motivation are the equity and expectancy theories.

The Equity Theory of Motivation
The equity theory of motivation is based on the relatively simple premise that 
people in organizations want to be treated fairly.38 The theory defines equity 
as the belief that we are being treated fairly in relation to others and inequity 
as the belief that we are being treated unfairly compared with others. Equity 
theory is just one of several theoretical formulations derived from social com-
parison processes. Social comparisons involve evaluating our own situation in 
terms of others’ situations. In this chapter, we focus mainly on equity theory 
because it is the most highly developed of the social comparison approaches 
and the one that applies most directly to the work motivation of people in 
organizations.

Forming Equity Perceptions
People in organizations form perceptions of the equity of their treatment through 
a four-step process. First, they evaluate how they are being treated by the firm. 
Second, they form a perception of how a “comparison-other” is being treated. The 
comparison-other might be a person in the same workgroup, someone in another 
part of the organization, or even a composite of several people scattered through-
out the organization.39 Third, they compare their own circumstances with those 
of the comparison-other and then use this comparison as the basis for forming 
an impression of either equity or inequity. Fourth, depending on the strength of 
this feeling, the person may choose to pursue one or more of the alternatives dis-
cussed in the next section.

Equity theory describes the equity comparison process in terms of an input-
to-outcome ratio. Inputs are an individual’s contributions to the organization—
such factors as education, experience, effort, and loyalty. Outcomes are what 
the person receives in return—pay, recognition, social relationships, intrin-
sic rewards, and similar things. In effect, then, this part of the equity process 
is essentially a personal assessment of one’s psychological contract. A person’s 
assessments of inputs and outcomes for both self and others are based partly on 
objective data (for example, the person’s own salary) and partly on perceptions 
(such as the comparison-other’s level of recognition). The equity comparison thus 
takes the following form:

Outcomes (self )
compared with

Outcomes (other)

Inputs (self ) Inputs (other)

If the two sides of this psychological equation are comparable, the person 
experiences a feeling of equity; if the two sides do not balance, a feeling of inequity 

process-based 
perspectives
Focus on how people 
behave in their efforts to 
satisfy their needs

equity theory
Focuses on people’s 
desire to be treated 
with what they perceive 
as equity and to avoid 
perceived inequity
equity
The belief that we are 
being treated fairly in 
relation to others; inequity 
is the belief that we are 
being treated unfairly in 
relation to others
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  CHAPTER 5 | Motivating Behavior 175

results. We should stress, however, that a perception of 
equity does not require that the perceived outcomes 
and inputs be equal, but only that their ratios be the 
same. A person may believe that his comparison-other 
deserves to make more money because he or she works 
harder, thus making his or her outcomes (higher pay) 
acceptable because it is proportional to his or her higher 
input (harder work). Only if the other person’s outcomes 
seem disproportionate to his or her inputs does the  
comparison  provoke a perception of inequity.

Responses to Equity and Inequity
Figure 5.4 summarizes the results of an equity comparison. If a person feels equi-
tably treated, he or she is generally motivated to maintain the status quo. For 
example, he or she will continue to provide the same level of input to the organi-
zation as long as his or her outcomes do not change and the ratio of inputs and 
outcomes of the comparison-other do not change. But a person who is experienc-
ing inequity—real or imagined—is motivated to reduce it. Moreover, the greater 
the inequity, the stronger the level of motivation.

A key element of equity theory is that people in organizations 
compare their situations with that of other people. Take these two 
people, for instance. Each one has an education and experience, 
and contributes his time, talent, and effort to the company. In 
return, each gets pay, benefits, others rewards, and various forms 
of recognition. But if the man standing feels that the man sitting 
and reviewing his email is being treated better than he is, then he 
may decide to reduce his contributions to the organization or look 
for a new job somewhere else.

Responses to Perceptions of Equity and Inequity
Figure 5.4

People form equity 
perceptions by comparing 
their situation with that 
of someone else’s. If they 
perceive equity, they are 
motivated to maintain the 
current situation. If they 
perceive inequity, they 
are motivated to use one 
or more of the strategies 
shown here to reduce the 
inequity.

Motivation to Maintain
Current Situation

Motivation to Reduce Inequity:
1.  Change Inputs
2.  Change Outcomes
3.  Alter Perceptions of Self
4.  Alter Perception of Other
5.  Change Comparisons
6.  Leave Situation

Comparison of Self with Other
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176 PART 2 | Individual Behaviors and Processes in Organizations

People may use one of six common methods to reduce inequity.40 First, we 
may change our own inputs. Thus, we may put more or less effort into the job, 
depending on which way the inequity lies, as a way to alter our ratio. If we believe 
we are being underpaid, for example, we may decide not to work as hard.

Second, we may change our own outcomes. We might, for example, demand 
a pay raise, seek additional avenues for growth and development, or even resort 
to stealing as a way to “get more” from the organization. Or we might alter our 
perceptions of the value of our current outcomes, perhaps by deciding that our 
present level of job security is greater and more valuable than we originally 
thought.

A third, more complex response is to alter our perceptions of ourselves and 
our behavior. After perceiving an inequity, for example, we may change our origi-
nal self-assessment and decide that we are really contributing less but receiving 
more than we originally believed. For example, we might decide that we are not 
really working as many hours as we had first thought—admitting, perhaps, that 
some of our time spent in the office is really just socializing and not actually con-
tributing to the organization.

Fourth, we may alter our perception of the comparison-other’s inputs 
or outcomes. After all, much of our assessment of other people is based on 
perceptions, and perceptions can be changed. For example, if we feel under-
rewarded, we may decide that our comparison-other is working more hours 
than we originally believed—say by coming in on weekends and taking work 
home at night.

Fifth, we may change the object of comparison. We may conclude, for instance, 
that the current comparison-other is the boss’s personal favorite, is unusually 
lucky, or has special skills and abilities. A different person would thus provide 
a more valid basis for comparison. Indeed, we might change comparison-others 
fairly often.

Finally, as a last resort, we may simply leave the situation. That is, we might 
decide that the only way to feel better about things is to be in a different situa-
tion altogether. Transferring to another department or seeking a new job may be 
the only way to reduce the inequity.

Evaluation and Implications
Most research on equity theory has been narrowly focused, dealing with only 
one ratio—between pay (hourly and piece-rate) and the quality or quantity of 
worker output given overpayment and underpayment.41 Findings support the 
predictions of equity theory quite consistently, especially when the worker feels 
underpaid. When workers being paid on a piece-rate basis experience inequity, 
they tend to reduce their inputs by decreasing quality and tend to increase their 
outcomes by producing more units of work. When a person paid by the hour expe-
riences inequity, the theory predicts an increase in quality and quantity if the 
person feels overpaid and a decrease in quality and quantity if the person feels 
underpaid. Research provides stronger support for responses to underpayment 
than for responses to overpayment; overall, however, most studies appear to 
uphold the basic premises of the theory. One interesting new twist on equity the-
ory suggests that some people are more sensitive than others to perceptions of 
inequity. That is, some people pay a good deal of attention to their relative stand-
ing within the organization. Others focus more on their own situation without 
considering the situation of others.42

Social comparisons clearly are a powerful factor in the workplace. For man-
agers, the most important implication of equity theory concerns organizational 
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  CHAPTER 5 | Motivating Behavior 177

rewards and reward systems. Because “formal” organizational rewards (pay, task 
assignments, and so forth) are more easily observable than “informal” rewards 
(intrinsic satisfaction, feelings of accomplishment, and so forth), they are often 
central to a person’s perceptions of equity.

Equity theory offers managers three messages. First, everyone in the orga-
nization needs to understand the basis for rewards. If people are to be rewarded 
more for the quality of work rather than for quantity of work, for instance, that 
fact needs to be clearly communicated to everyone. Second, people tend to take 
a multifaceted view of their rewards; they perceive and experience a variety of 
rewards, some tangible and others intangible. Finally, people base their actions 
on their perceptions of reality. If two people make exactly the same salary but 
each thinks the other makes more, each will base his or her experience of equity 
on the perception, not the reality. Hence, even if a manager believes two employ-
ees are being fairly rewarded, the employees themselves may not necessarily 
agree if their perceptions differ from the manager’s. Our Improve Your Skills fea-
ture will help you better understand the complexities of equity and fairness in 
the workplace.

The Expectancy Theory of Motivation
Expectancy theory is a more encompassing model of motivation than equity 
theory (expectancy theory is also known as VIE theory, for valence–instrumen-
tality–expectancy). Over the years since its original formulation, the theory’s 
scope and complexity have continued to grow.

expectancy theory
Suggests that people are 
motivated by how much 
they want something 
and the likelihood they 
perceive of getting it

I M P R OV E  Y O U R  S K I L L S
FRAMING EQUITY AND FAIRNESS

This exercise will provide you with insights into how different 
people may frame equity and fairness and how you as a man-
ager may need to help people address these framing issues.

Assume that you are a manager of a group of professional 
employees in the electronics industry. Ray Lambert, one of 
your employees, asks to meet with you. The company has 
just announced an opening for a team leader position in your 
group, and you know that Ray wants the job. You are unsure 
as to how to proceed. Ray feels that he has earned the oppor-
tunity on the basis of his consistent efforts at work, but you see 
things a bit differently. Since you hired him about ten years 
ago, he has been a solid but not an outstanding employee. 
As a result, he has consistently received average performance 
evaluations, pay increases, and so forth. He actually makes 
somewhat less money today than a couple of other people 
with less tenure in the group because they have had stronger 
performance records.

You really want to appoint another employee, Margot 
Sylvant, to the job. She has worked for the firm only six years, 

but during that time, she has consistently been your top per-
former. You want to reward her performance, and you think 
she will do an excellent job as team leader. On the other 
hand, you don’t want to lose Ray, a solid member of the 
group. In anticipation of both your upcoming meeting with 
Ray and how things will work out after you appoint Margot, 
perform the following activities.

 1. Itemize the inputs and outcomes for both Ray and 
Margot. Think beyond the simple items described here 
and note other likely inputs and outcomes.

 2. Describe how Ray and Margot are likely to see the 
situation.

 3. Outline a conversation with Ray in which you convey 
your decision to hire Margot for the new position.

 4. Note what advice you might offer to Margot about inter-
acting with Ray in the future.

 5. Identify other possible rewards you might offer Ray to 
keep him motivated.
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178 PART 2 | Individual Behaviors and Processes in Organizations

The Basic Expectancy Model
Victor Vroom is generally credited with first applying the theory to motivation 
in the workplace.43 The theory attempts to determine how individuals choose 
among alternative behaviors. The basic premise of expectancy theory is that 
motivation depends on how much we want something and how likely we think 
we are to get it.

A simple example further illustrates this premise. Suppose a recent 
 twenty-four-year-old college graduate is looking for her first managerial job. 
While scanning online job postings, she sees that Apple is seeking a new  executive 
vice president to oversee its foreign operations. The starting salary is $2,500,000. 
The student would love the job, but she does not bother to apply because she 
recognizes that she has no chance of getting it. Reading on, she sees a position 
that involves scraping bubble gum from underneath desks in college classrooms. 
The starting pay is $9.25 an hour, and no experience is necessary. Again, she is 
unlikely to apply—even though she assumes she could get the job, she does not 
want it.

Then she comes across a posting for a management training position with a 
successful large company known for being an excellent place to work. No experi-
ence is necessary, the primary requirement is a college degree, and the starting 
salary is $60,000. She will probably apply for this position because (1) she wants 
it and (2) she thinks she has a reasonable chance of getting it. (Of course, this 
simple example understates the true complexity of most choices. Job-seeking stu-
dents may have strong geographic preferences, have other job opportunities, and 
also be considering graduate school. Most decisions of this type, in fact, are quite 
complex.)

Figure 5.5 summarizes the basic expectancy model. The model’s general com-
ponents are effort (the result of motivated behavior), performance, and outcomes. 
Expectancy theory emphasizes the linkages among these elements, which are 
described in terms of expectancies and valences.

Effort-to-Performance Expectancy
Effort-to-performance expectancy is a person’s perception of the probability 
that effort will lead to successful performance. If we believe our effort will lead to 
higher performance, this expectancy is very strong, perhaps approaching a prob-
ability of 1.0, where 1.0 equals absolute certainty that the outcome will occur. 
If we believe our performance will be the same no matter how much effort we 
make, our expectancy is very low—perhaps as low as 0, meaning that there is no 
probability that the outcome will occur. A person who thinks there is a moderate 
relationship between effort and subsequent performance—the normal circum-
stance—has an expectancy somewhere between 1.0 and 0. Alex Morgan, a star 
soccer player who believes that when she puts forth maximum effort, she has a 
great chance of scoring higher than any opponent, clearly sees a link between her 
effort and performance. (Some versions of this theory simply call this component 
expectancy.)

Performance-to-Outcome Expectancy
Performance-to-outcome expectancy (also known as instrumentality) is a 
person’s perception of the probability that performance will lead to certain other 
outcomes. If a person thinks a high performer is certain to get a pay raise, this 
expectancy is close to 1.0. At the other extreme, a person who believes raises are 
entirely independent of performance has an expectancy close to 0. Finally, if a 

effort-to-performance 
expectancy
A person’s perception of 
the probability that effort 
will lead to performance

performance-to-outcome 
expectancy
The individual’s 
perception of the 
probability that 
performance will lead to 
certain outcomes
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person thinks performance has some bearing on the prospects for a pay raise, 
his or her expectancy is somewhere between 1.0 and 0. In a work setting, several 
performance-to-outcome expectancies are relevant because, as Figure 5.5 shows, 
several outcomes might logically result from performance.

Each outcome, then, has its own expectancy. Green Bay Packers quarterback 
Aaron Rodgers may believe that if he plays aggressively all the time (perfor-
mance), he has a great chance of leading his team to the playoffs. Playing aggres-
sively may win him individual honors like the Most Valuable Player award, but 
he may also experience more physical trauma and throw more interceptions. (All 
three anticipated results are outcomes.)

Outcomes and Valences
An outcome is anything that might potentially result from performance. High-
level performance conceivably might produce such outcomes as a pay raise, 
a promotion, recognition from the boss, fatigue, stress, or less time to rest, 
among others. The valence of an outcome is the relative attractiveness or 
 unattractiveness—the value—of that outcome to the person. Pay raises, promo-
tions, and recognition might all have positive valences, whereas fatigue, stress, 
and less time to rest might all have negative valences.

The strength of outcome valences varies from person to person. Work-related 
stress may be a significant negative factor for one person but only a slight annoy-
ance to another. Similarly, a pay increase may have a strong positive valence 
for someone desperately in need of money, a slight positive valence for someone 
interested mostly in getting a promotion, or—for someone in an unfavorable tax 
position—even a negative valence!

The basic expectancy framework suggests that three conditions must be met 
before motivated behavior occurs. First, the effort-to-performance expectancy 
must be well above zero. That is, the worker must reasonably expect that exert-
ing effort will produce high levels of performance. Second, the performance-to- 
outcome expectancies must be well above zero. In other words, the person must 
believe that performance will realistically result in valued outcomes. Third, 
the sum of all the valences may be negative as long as the positives outweigh 
the negatives. For example, stress and fatigue may have moderately negative 

outcome
Anything that results from 
performing a particular 
behavior

valence
The degree of 
attractiveness or 
unattractiveness a 
particular outcome has 
for a person

The Expectancy Theory of Motivation
Figure 5.5

Valence of
Outcomes

Performance-
to-Outcome
Instrumentality

Effort-to-
Performance
Expectancy
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Outcome

Outcome

Outcome

Environment
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The expectancy theory is 
the most complex model 
of employee motivation in 
organizations. As shown 
here, the key components 
of expectancy theory 
are effort-to-performance 
expectancy, performance-
to-outcome instrumentality, 
and outcomes, each 
of which has an 
associated valence. These 
components interact with 
effort, the environment, 
and the ability to 
determine an individual’s 
performance.
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Figure 5.6
The Porter-Lawler ModelThe Porter and 

Lawler expectancy 
model provides 
interesting insights 
into the relationships 
between satisfaction 
and performance. As 
illustrated here, this 
model predicts that 
satisfaction is determined 
by the perceived equity 
of intrinsic and extrinsic 
rewards for performance. 
That is, rather than 
satisfaction causing 
performance, which many 
people might predict, 
this model argues that it 
is actually performance 
that eventually leads to 
satisfaction.

Source: Figure from Lyman W. Porter and Edward E. Lawler, Managerial Attitudes and Performance. Copyright © 1968. 
McGraw-Hill, Inc. Used by permission of Lyman W. Porter.
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valences, but if pay, promotion, and recognition have very high positive valences, 
the overall valence of the set of outcomes associated with performance will still 
be positive.

Conceptually, the valences of all relevant outcomes and the corresponding 
pattern of expectancies are assumed to interact in an almost mathematical 
fashion to determine a person’s level of motivation. Most people do assess likeli-
hoods of and preferences for various consequences of behavior, but they seldom 
approach them in such a calculating manner.

The Porter–Lawler Model
The original presentation of expectancy theory placed it squarely in the main-
stream of contemporary motivation theory. Since then, the model has been 
refined and extended many times. Most modifications have focused on identi-
fying and measuring outcomes and expectancies. An exception is the variation 
of expectancy theory developed by Lyman Porter and Edward Lawler. These 
researchers used expectancy theory to develop a novel view of the relationship 
between employee satisfaction and performance.44 Although the conventional 
wisdom was that satisfaction leads to performance, Porter and Lawler argued 
the reverse: If rewards are adequate, high levels of performance may lead to 
satisfaction.

The Porter–Lawler model appears in Figure 5.6. Some of its features are 
quite different from the original version of expectancy theory. For example, the 
extended model includes abilities, traits, and role perceptions. At the beginning 
of the motivational cycle, effort is a function of the value of the potential reward 
for the employee (its valence) and the perceived effort-reward probability (an 
expectancy). Effort then combines with abilities, traits, and role perceptions to 
determine actual performance.
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Performance results in two kinds of rewards. Intrinsic rewards are 
 intangible—a feeling of accomplishment, a sense of achievement, and so forth. 
Extrinsic rewards are tangible outcomes such as pay and promotion. The individ-
ual judges the value of his or her performance to the organization and uses social 
comparison processes (as in equity theory) to form an impression of the equity 
of the rewards received. If the rewards are regarded as equitable, the employee 
feels satisfied. In subsequent cycles, satisfaction with rewards influences the 
value of the rewards anticipated, and actual performance following effort influ-
ences future perceived effort-reward probabilities.

Evaluation and Implications
Expectancy theory has been tested by many different researchers in a variety 
of settings and using a variety of methods.45 As noted earlier, the complexity of 
the theory has been both a blessing and a curse.46 Nowhere is this double-edged 
quality more apparent than in the research undertaken to evaluate the theory. 
Several studies have supported various parts of the theory. For example, both 
kinds of expectancy and valence have been found to be associated with effort 
and performance in the workplace.47 Research has also confirmed expectancy 
theory’s claims that people will not engage in motivated behavior unless they  
(1) value the expected rewards, (2) believe their efforts will lead to performance, 
and (3) believe their performance will result in the desired rewards.48

However, expectancy theory is so complicated that researchers have found 
it quite difficult to test. In particular, the measures of various parts of the 
model may lack validity, and the procedures for investigating relationships 
among the variables have often been less scientific than researchers would 
like. Moreover, people are seldom as rational and objective in choosing behav-
iors as expectancy theory implies. Still, the logic of the model, combined with 
the consistent, albeit modest, research support for it, suggests that the theory 
has much to offer.

Research has also suggested that expectancy theory is more likely to explain 
motivation in the United States than in other countries. People from the United 
States tend to be very goal oriented and tend to think that they can influence 
their own success. Thus, under the right combinations of expectancies, valences, 
and outcomes, they will be highly motivated. But different patterns may exist in 
other countries. For example, many people from Muslim countries think that God 
determines the outcome of every behavior, so the concept of expectancy is not 
applicable.49

Because expectancy theory is so complex, it is difficult to apply directly in 
the workplace. A manager would need to figure out what rewards each employee 
wants and how valuable those rewards are to each person, measure the vari-
ous expectancies, and finally adjust the relationships to create motivation. 
Nevertheless, expectancy theory offers several important guidelines for the prac-
ticing manager. The following are some of the more fundamental guidelines:

 1. Determine the primary outcomes each employee wants.
 2. Decide what levels and kinds of performance are needed to meet organiza-

tional goals.
 3. Make sure the desired levels of performance are possible.
 4. Link desired outcomes and desired performance.
 5. Analyze the situation for conflicting expectancies.
 6. Make sure the rewards are large enough.
 7. Make sure the overall system is equitable for everyone.50
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LEARNING-BASED PERSPECTIVES  
ON MOTIVATION
Learning is another key component in employee motivation. We discussed learn-
ing styles in Chapter 3, and now we examine learning from the perspective of 
motivation. In any organization, employees quickly learn which behaviors are 
rewarded and which are ignored or punished. Thus, learning plays a critical role 
in maintaining motivated behavior. Learning is a relatively permanent change 
in behavior or behavioral potential that results from direct or indirect experi-
ence. For example, we can learn to use a new software application program by 
practicing and experimenting with its various functions and options.

How Learning Occurs
Experts originally thought that learning occurred most often through a process 
called classical conditioning. However, we now see that it is more often based on 
cognitive processes.

learning
A relatively permanent 
change in behavior or 
behavioral potential 
resulting from direct or 
indirect experience

CASE STUDY

Aramark, a leader in professional services headquar-
tered in Philadelphia, has approximately 270,000 
employees serving clients in twenty-two countries.51 
Aramark wanted to better motivate its employees 
who clean airplanes for Delta and Southwest Airlines. 
Turnover of the low-paid staff of largely immigrant 
employees once exceeded 100 percent a year. Morale 
was low, and wallets and other valuable items that pas-
sengers left on planes had a tendency to disappear.

To turn things around, Aramark manager Roy 
Pelaez believed that he had to break some rules to get 
employees to feel motivated. “Managers are not sup-
posed to get involved with the personal problems of 
their employees, but I take the opposite view,” he says. 
“Any problem that affects the employee will eventually 
affect your account. If you take care of the employ-
ees, they will take care of you and your customer.” 
Besides the typical “Employee of the Month” recog-
nition programs, he brought in an English-language 
teacher to tutor employees twice a week on their own 
time, added Friday citizenship classes to help employ-
ees become U.S. citizens, and arranged for certified 
babysitters subsidized by government programs to 
keep single mothers showing up for work. He even 
created a small computer lab with three used comput-
ers so that employees could train each other in word 
processing and spreadsheets. “All of these things are 
important, because we want employees who really 
feel connected to the company,” says Pelaez.

Employees who had perfect attendance over a 
six-month period or who turned in a wallet or pocket-
book filled with cash and credit cards were rewarded 
with a day off with pay. Workers in the “Top Crew of 
the Month” were rewarded with movie passes, tele-
phone calling cards, or “burger bucks.” Turnover fell 
to 12 percent per year—amazing for jobs that pay 
only minimum wage to start. And crews started to 
recover large amounts of money from the airplanes, 
returning to passengers some 250 lost wallets with 
more than $50,000 in cash.52

In five years, Pelaez’s efforts helped to increase 
Aramark’s revenue in this area from $5 million to 
$14 million.53 Since 1998, programs such as these 
have helped Aramark consistently rank as one of the 
top three most admired companies in its industry in 
Fortune magazine’s list of “America’s Most Admired 
Companies.”54

Questions:

1. What motivation theories apply to the workers at 
Aramark?

2. If you were the manager of these employees, 
what would you do to motivate them? Be honest 
regarding your personal management style and 
beliefs rather than trying to be like Roy Pelaez.

3. What are some possible barriers to the effective-
ness of your motivation ideas? What could you 
do to overcome them?

Pride-Building at Aramark
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The Traditional View: Classical Conditioning
The most influential historical approach to learning is classical conditioning, 
developed by Ivan Pavlov in his famous experiments with dogs.55 Classical 
 conditioning is a simple form of learning in which a conditioned response is 
linked with an unconditional stimulus. In organizations, however, only simple 
behaviors and responses can be learned in this manner. For example, suppose 
an employee receives very bad news one day from his boss. It’s possible that the 
employee could come to associate, say, the color of the boss’s suit that day with 
bad news. Thus, the next time the boss wears that same suit to the office, the 
employee may experience dread and foreboding.

But this form of learning is obviously simplistic and not directly relevant to 
motivation. Learning theorists soon recognized that although classical condition-
ing offered some interesting insights into the learning process, it was inadequate 
as an explanation of human learning. For one thing, classical conditioning relies 
on simple cause-and-effect relationships between one stimulus and one response; 
it cannot deal with the more complex forms of learned behavior that typify 
human beings. For another, classical conditioning ignores the concept of choice; 
it assumes that behavior is reflexive, or involuntary. Therefore, this perspective 
cannot explain situations in which people consciously and rationally choose one 
course of action from among many. Because of these shortcomings of classical 
conditioning, theorists eventually moved on to other approaches that seemed 
more useful in explaining the processes associated with complex learning.

The Contemporary View: Learning as a Cognitive Process
Although it is not tied to a single theory or model, contemporary learning theory 
generally views learning as a cognitive process; that is, it assumes that people 
are conscious, active participants in how they learn.56

First, the cognitive view suggests that people draw on their experiences and 
use past learning as a basis for their present behavior. These experiences repre-
sent knowledge, or cognitions. For example, an employee faced with a choice of job 
assignments will use previous experiences in deciding which one to accept. Second, 
people make choices about their behavior. The employee recognizes that he or she 
has two alternatives and chooses one. Third, people recognize the consequences 
of their choices. Thus, when the employee finds the job assignment rewarding 
and fulfilling, he or she will recognize that the choice was a good one and will 
understand why. Finally, people evaluate those consequences and add them to 
prior learning, which affects future choices. Faced with the same job choices next 
year, the employee will probably be motivated to choose the same one. As implied 
earlier, several perspectives on learning take a cognitive view. Perhaps foremost 
among them is reinforcement theory. Although reinforcement theory per se is not 
really new, it has only been applied to organizational settings in the last few years.

Reinforcement Theory and Learning
Reinforcement theory (also called “operant conditioning”) is generally associated 
with the work of B. F. Skinner.57 In its simplest form, reinforcement  theory sug-
gests that behavior is a function of its consequences.58 Behavior that results in 
pleasant consequences is more likely to be repeated (the employee will be moti-
vated to repeat the current behavior), and behavior that results in unpleasant 
consequences is less likely to be repeated (the employee will be motivated to 
engage in different behaviors). Reinforcement theory also suggests that in any 

classical conditioning
A simple form of learning 
that links a conditioned 
response with an 
unconditioned stimulus

reinforcement theory
Based on the idea that 
behavior is a function of 
its consequences
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184 PART 2 | Individual Behaviors and Processes in Organizations

given situation, people explore a variety of possible behaviors. Future behav-
ioral choices are affected by the consequences of earlier behaviors. Cognitions, as 
already noted, also play an important role. Therefore, rather than assuming the 
mechanical stimulus–response linkage suggested by the traditional classical view 
of learning, contemporary theorists believe that people consciously explore differ-
ent behaviors and systematically choose those that result in the most desirable 
outcomes.

Suppose a new employee wants to learn the best way to get along with his 
boss. At first, the employee is very friendly and informal, but the boss responds 
by acting aloof and, at times, annoyed. Because the boss does not react positively, 
the employee is unlikely to continue this behavior. In fact, the employee next 
starts acting more formal and professional and finds the boss much more recep-
tive to this posture. The employee will probably continue this new set of behav-
iors because they have resulted in positive consequences. We will examine how 
these processes work in more detail, but first let’s consider one more basic aspect 
of learning based on the experiences of others.

Social Learning
In recent years, managers have begun to recognize the power of social learning. 
Social learning occurs when people observe the behavior of others, recognize 
their consequences, and alter their own behavior as a result (some experts refer 
to social learning as social cognitive theory). A person can learn to do a new job 
by observing others or by watching videos. Or an employee may learn to avoid 
being late by seeing the boss chew out fellow workers. Social learning theory, 
then, suggests that individual behavior is determined by a person’s cognitions 
and social environment. More specifically, people are presumed to learn behav-
iors and attitudes at least partly in response to what others expect of them.

Several conditions must be met to produce an appropriate environment for 
social learning. First, the behavior being observed and imitated must be relatively 

simple. Although we can learn by watching someone else how to push three or 
four buttons to set specifications on a machine or to turn 

on a computer, we probably cannot learn 
a complicated sequence of operations for 
the machine or how to run a complex 
software package without also practic-
ing the various steps ourselves. Second, 
social learning usually involves observed 
and imitated behavior that is concrete, 
not intellectual. We can learn by watch-
ing others how to respond to the different 
behaviors of a particular manager or how 
to assemble a few component parts into a 

social learning
When people observe 
the behaviors of 
others, recognize the 
consequences, and alter 
their own behavior as a 
result

Social learning occurs when people observe the 
behaviors of others, recognize the consequences, and 
alter their won behavior as a result. This individual is 
getting a reward and promotion. His co-workers may 
now be motivated to perform their jobs in the same way 
as him.
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final assembled product. But we probably cannot learn through simple observa-
tion how to write computer software, how to write complicated text, how to con-
ceptualize, or how to think abstractly. Finally, for social learning to occur, we must 
possess the physical ability to imitate the behavior observed. Most of us, even if 
we watch televised baseball games or tennis matches every weekend, cannot hit a 
fastball like Aaron Judge or execute a backhand like Venus Williams.

Social learning influences motivation in a variety of ways. Many of the behav-
iors we exhibit in our daily work lives are learned from others. Suppose a new 
employee joins an existing workgroup. She already has some basis for knowing 
how to behave from her education and previous experience. However, the group 
provides a set of very specific cues she can use to tailor her behavior to fit her new 
situation. The group may indicate how the organization expects its members to 
dress, how people are “supposed” to feel about the boss, and so forth. Hence, the 
employee learns how to behave in the new situation partly in response to what she 
already knows and partly in response to what others suggest and demonstrate.

Behavior Modification
Learning theory alone has important implications for managers, but organiza-
tional behavior modification has even more practical applications. Behavior 
modification is the application of reinforcement theory to influence the behav-
iors of people in organizational settings.59 One aspect of behavior modification is 
the use of various kinds of reinforcement when employees are observed behaving 
in desired or undesired ways. Figure 5.7 summarizes these kinds of reinforce-
ment. We will now discuss these different kinds of reinforcement in more detail, 
and then look at different times to apply them.60

Kinds of Reinforcement
There are four types of reinforcers, as shown in Figure 5.7. Positive reinforcement 
involves the use of rewards to increase the likelihood that a desired behavior—high 
performance, for instance—will be repeated. For example, when a  manufacturing 
employee wears uncomfortable but important safety gear, the manager can give 
the employee praise to increase the likelihood that the employee will wear the 
safety equipment in the future. Positive reinforcement has been used at a Sears 

behavior modification
The application of 
reinforcement theory to 
influence the behaviors of 
people in organizational 
settings

Types of Reinforcers60
Figure 5.7

Individual behavior can 
be affected when stimulus 
is either presented or 
removed after a particular 
behavior. This is also 
dependent on whether 
the stimulus is positive  
or negative.

Sources: Based on B. Lachman, F. Camm, & S. A. Resetar, Integrated Facility Environmental Management Approaches: 
Lessons from Industry for Department of Defense Facilities, 2001. Santa Monica, CA: RAND Corporation. http://www 
.rand.org/pubs/monograph_reports/MR1343/.

Nature of the Stimulus

Positive Negative

Action Present the 
Stimulus

Positive reinforcement;
increases the behavior

Punishment; decreases
the behavior

Remove the
Stimulus

Extinction; decreases the
behavior

Negative reinforcement;
increases the behavior
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Department Store in Pennsylvania. A manager was having a difficult time getting 
his staff to prompt customers to apply for credit cards. He offered employees a 
bonus on their paycheck for every credit card application that was processed. In 
addition, every ninety days, the employee with the most submitted applications 
would be recognized at work and receive a gift card. As a result, the Sears store 
became the number one store for credit card applications in the state.

Negative reinforcement is based on the removal of current or future unpleasant 
consequences to increase the likelihood that someone will repeat a behavior. In 
other words, avoidance or removal of something undesirable can be motivating. 
For example, suppose a piece of hazardous manufacturing equipment is set so that 
when it is turned on, the machine operator hears a continuous loud buzzer. After 
the machine operator runs a series of safety checks, the buzzer stops. Because the 
machine operator wants the buzzer to stop, he or she is motivated to engage in safe 
work behaviors (running the safety checks). If an employee has a long or unpleas-
ant commute, allowing him or her to work from home one or two days a week if her 
performance stays high can also be rewarding and motivate good performance.

Punishment is the application of negative outcomes to decrease the likeli-
hood of a behavior. For example, a manager might reduce the work hours of low- 
performing employees. Other common forms of punishment include verbal and 
written reprimands, formal disciplinary activities, and reduced involvement in 
decision making. Because of a variety of consequences that can follow punishment, 
most organizations rely on rules and policies to govern the use of punishment.

Finally, extinction involves the removal of other reinforcement (positive or neg-
ative) following the incidence of the behavior to be extinguished to decrease the 
likelihood of that behavior being repeated. For example, suppose that a manager 
laughs at an off-color joke told by an employee. The laughter serves as positive 
reinforcement so the employee may continue to tell off-color jokes. The manager 
realizes that this could lead to trouble and wants the employee to stop. The man-
ager can begin ignoring the jokes. Over time, the lack of a positive reaction from 
the manager reduces the employee’s motivation and the behavior is extinguished.

For reinforcement to work, people must associate the reward with the behav-
ior. In other words, people need to know exactly why they are receiving a reward. 
To best reinforce a behavior, the reward should come as quickly as possible after 
the behavior. The reward can be almost anything and does not need to cost a lot of 
money, but it must be something desired by the recipient. Some of the most power-
ful rewards are symbolic—things that cost very little but mean a lot to the people 
who get them. Examples of symbolic rewards are things like plaques or certificates.

Rewards also impact ethical behavior choices. Although multiple studies have 
shown that incentives can increase unethical behavior,61 the effects of rewards and 
punishments on ethical behavior are complex. Rewards do not always increase ethi-
cal behavior because the presence of the reward can undermine the intrinsic value of 
the ethical behavior.62 Providing economic incentives for voluntary helping behavior 
undermines people’s motivation for engaging in it.63 Because the presence of sanc-
tions makes it more likely that individuals will view a decision from a more nar-
row, business-driven framework rather than an ethical decision-making framework, 
weak sanctions can undermine ethical behavior more than no sanctions at all.64 
Instead of choosing a course of action based on what is right, the decision becomes an 
evaluation of whether the unethical behavior is “worth” the risk of the punishment.

The Timing of Reinforcement
As noted above, reinforcement should ideally come immediately after the behav-
ior being influenced. For a variety of reasons, though, this may not always be pos-
sible. Therefore, it is useful to understand the various schedules that can be used 
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to provide reinforcement. A continuous reinforcement schedule is one in which 
the desired behavior is reinforced each time it occurs. A partial reinforcement 
schedule is one in which the desired behavior is reinforced only part of the time. 
There are four types of partial reinforcement schedules:

 1. Fixed-ratio: Desired behavior is reinforced after a specified number of correct 
responses—for example, receiving pay bonuses for every ten error-free pieces 
made per hour.

 2. Fixed-interval: Desired behavior is reinforced after a certain amount of time 
has passed—for example, receiving weekly paychecks.

 3. Variable-ratio: Desired behavior is reinforced after an unpredictable number of 
behaviors—for example, a supervisor praises a call center representative after 
the third call, then the seventh call after that, and then the fourth call after that.

 4. Variable-interval: Desired behavior is reinforced after an unpredictable 
amount of time has elapsed—for example, not knowing when a regional 
supervisor will visit your location for an inspection.

Fixed-ratio schedules produce a high, consistent rate of responding with 
desired behaviors but with fast extinction when the reinforcement stops. Fixed-
interval schedules produce high performance near the end of the interval, but 
lower performance immediately after the reinforcement occurs. Variable-ratio 
schedules produce a high, steady rate of responding with desired behaviors and 
the behaviors are difficult to extinguish. With variable-interval schedules, the 
behavior of the individual does not influence the availability of reinforcement so 
it has a minimal effect on motivation.

Research suggests that the fastest way to get someone to learn is to use con-
tinuous reinforcement and reinforce the desired behavior every time it occurs. The 
downside to this approach is that as soon as the reward is stopped, the desired 
behavior decreases in frequency (extinction). The most effective schedule for sus-
taining a behavior is variable reinforcement. This requires reinforcing the desired 
behavior every few times it occurs, around some average number of times, rather 
than every time it occurs. Because performing the behavior could result in a 
reward at any time, this approach is a strong motivator of behavior. A good exam-
ple of variable reinforcement is a slot machine—players know that their machine 
will eventually pay out, but they do not know when, so they are motivated to con-
tinue playing for a long time even when they are losing and not being reinforced.

In terms of behavior modification, any behavior can be understood as being a 
result of its consequences. In other words, as a manager, you get whatever behav-
iors you are rewarding. If an employee continually comes to work late, it is because 
you are not providing the right positive consequences for coming to work on time, 
the negative consequences for coming in late are inappropriate, or both. To motivate 
the right behavior, an expert in behavior modification would identify the desired 
behaviors and then carefully reinforce them. This process involves five steps:65

 1. Define the problem—what is it that could be improved?
 2. Identify and define the specific behavior(s) you wish to change.
 3. Record and track the occurrence of the target behavior.
 4. Analyze the current negative consequences of the undesired behavior and 

arrange for more positive consequences to follow the desired behavior.
 5. Evaluate whether the behavior has improved, and by how much.

This chapter has covered a variety of theories that can be used by man-
agers to motivate employee performance. Table 5.1 summarizes how differ-
ent motivation concepts covered in this chapter can be applied to a variety of 
common management challenges. Understanding why and how a motivational 
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Different motivation concepts and theories can be applied to various managerial 
challenges to enhance employee motivation.

Table 5.1

Managerial 
Challenges Motivation Theories

Self-Efficacy
McClelland’s 
Needs Theory

Herzberg’s 
Two-Factor 
Theory

Expectancy 
Theory

Equity 
Theory Reinforcement

Firm has a low-cost 
business strategy 
but needs to 
motivate employees

x x x x x x

An employee feels 
he cannot meet his 
performance goals

x x

An employee feels 
underpaid relative 
to her coworkers

x x

An employee 
engages in 
inappropriate 
behavior (bullying, 
ridiculing 
coworkers)

x

A talented 
employee is not 
feeling challenged 
at work

x x x

Because the work 
is repetitive, some 
employees find it 
boring and hard to 
stay motivated

x x

perspective works helps managers better match motivational techniques with 
motivation opportunities and enhances the likelihood of success. In Chapter 6, 
we will explore in more detail different ways that work and rewards can be used 
to motivate employee performance. These motivational methods, techniques, and 
programs are derived from the various theories discussed in this chapter and 
also provide more operational guidance for managers.

SUMMARY AND APPLICATION

Motivation is the set of forces that cause people to behave as they do. Motivation 
starts with a need. People search for ways to satisfy their needs and then behave 
accordingly. Their behavior results in rewards or punishment. To varying degrees, 
an outcome may satisfy the original need. Scientific management asserted that 
money is the primary human motivator in the workplace. The human relations 
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view suggested that social factors are primary motivators. Individual differences 
can play an important role in motivation.

According to Abraham Maslow, human needs are arranged in a hierarchy of 
importance, from physiological to security to belongingness to esteem to, finally, 
self-actualization. The ERG theory is a refinement of Maslow’s original hierar-
chy that includes a frustration–regression component. In Herzberg’s two-factor 
theory, satisfaction and dissatisfaction are two distinct dimensions instead of 
opposite ends of the same dimension. Motivation factors are presumed to affect 
satisfaction and hygiene factors are presumed to affect dissatisfaction. Herzberg’s 
theory is well known among managers but has several deficiencies. Other import-
ant acquired needs include the needs for achievement, affiliation, and power.

The equity theory of motivation assumes that people want to be treated 
fairly. It hypothesizes that people compare their own input-to-outcome ratio in 
the organization with the ratio of a comparison-other. If they feel their treatment 

To motivate cast members at Disney theme parks to 

provide exemplary customer service, the company 

begins by thoroughly training new hires in topics 

ranging from performance expectations, to how 

to dress, to how to anticipate guests’ needs. Cast 

members are then rewarded daily by managers 

and cast members with verbal complements, writ-

ten praise, and other monetary and nonmonetary 

rewards. Because it is easiest to be motivated and 

perform well on a job we are good at, Disney also 

uses performance evaluations to put cast members 

in the best job for their unique talents.66

Disney believes that the key to rewards is the 

frequency and the immediacy with which they 

are administered. Disney tries to avoid time lags 

between when an employee does a good deed 

and the subsequent reward or recognition. Cast 

members are encouraged to give “Great Service 

Fanatic” cards to fellow Cast Members when they 

see each other going above and beyond to deliver 

outstanding service. After receiving a card, the Cast 

Member must have it signed by his or her manager 

to inform him or her of the praise. Disney believes 

that this type of praise is the key to building a highly 

motivated workforce and making guests happy.67

Whatever the reward given, Disney feels 

strongly that the purpose must be clear and moti-

vational. Disney uses a variety of rewards, from 

a numbered bottle of green Tabasco sauce to an 

entry in a drawing for a family Disney cruise, to 

motivate employees to maintain a high level of ser-

vice quality and idea generation.68

REAL-WORLD RESPONSE
MOTIVATING CAST MEMBERS AT DISNEY
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has been inequitable, they take steps to reduce the inequity. Expectancy theory, 
a somewhat more complicated model, follows from the assumption that people 
are motivated to work toward a goal if they want it and think that they have a 
reasonable chance of achieving it. Effort-to-performance expectancy is the belief 
that effort will lead to performance. Performance-to-outcome expectancy is the 
belief that performance will lead to certain outcomes. Valence is the desirability 
to the individual of the various possible outcomes of performance. The Porter–
Lawler version of expectancy theory provides useful insights into the relationship 
between satisfaction and performance. This model suggests that performance 
may lead to a variety of intrinsic and extrinsic rewards. When perceived as equi-
table, these rewards lead to satisfaction.

Learning also plays a role in employee motivation. Various kinds of reinforce-
ment provided according to different schedules can increase or decrease moti-
vated behavior. People are affected by social learning processes. Organizational 
behavior modification is a strategy for using learning and reinforcement princi-
ples to enhance employee motivation and performance. This strategy relies heav-
ily on the effective measurement of performance and the provision of rewards to 
employees after they perform at a high level.

DISCUSSION QUESTIONS

1. When has your level of performance been directly affected by your motiva-
tion? By your ability? By the environment?

2. Identify examples from your own experience that support, and others that 
refute, Maslow’s hierarchy of needs theory.

3. Have you ever experienced inequity in a job or a class? How did it affect you?
4. Which is likely to be a more serious problem—perceptions of being underre-

warded or perceptions of being overrewarded?
5. Do you think expectancy theory is too complex for direct use in organiza-

tional settings? Why or why not?
6. Do the relationships between performance and satisfaction suggested by 

Porter and Lawler seem valid? Cite examples that both support and refute 
the model.

7. Think of occasions on which you experienced each of the four types of 
reinforcement.

8. Identify the five forms of reinforcement that you receive most often (i.e., wages, 
grades, etc.). On what schedule do you receive each of them?

UNDERSTAND YOURSELF

Managerial Motivation Skills
The goal of this exercise is to better understand and develop your managerial 
motivation skills. After you are assigned a partner, decide who will play the role 
of manager and who will play the role of the subordinate. The subordinate’s task 
is to fold a paper airplane out of a single sheet of paper that flies farther than 
any other paper airplane made in the class. Your instructor will give the subordi-
nate a confidential role assignment that is NOT to be shared with the manager. 
After reading the role sheet, the subordinate will act out the situation described 
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in the role assignment. As the subordinate, DO NOT tell the manager what you 
will be doing—just act it out by behaving as a real employee would in the situa-
tion you have been assigned. The subordinate is responsible for folding the air-
plane under the supervision of the manager.

As the manager, your job is to identify the motivational problem, analyze the 
situation, and try different strategies to motivate the subordinate. As the sub-
ordinate, your job is to realistically portray the employee in the role description 
and respond realistically to the manager’s attempts at increasing your motiva-
tion and changing your behavior.

When the instructor indicates, stop the role-play. The subordinate should 
then show the manager his or her role assignment and talk about what the 
manager did well and less well in trying to analyze and improve the situation. 
Give honest, constructive feedback to help your partner improve his or her man-
agerial skills.

Now switch roles, and the instructor will give the new subordinate a differ-
ent role assignment. Repeat the process, including giving feedback to the man-
ager when the exercise is complete.

GROUP EXERCISE

Motivating Your Sales Staff
The goal of this exercise is to give you practice aligning individual and organi-
zational goals, and thinking like a manager in managing employee motivation. 
After dividing into groups of four to five students, read the scenario below.

Imagine that you are the management team of a new high-end retail- 
clothing store named Threads. Your company’s business strategy is to provide 
high- quality customer service and to provide high-quality products. You are not 
the cheapest store in town, but you expect your employees to create a service- 
oriented atmosphere that customers will be willing to pay a little extra for.

You recognize that your sales staff will be essential to your store’s success, 
and you want to create a system that motivates them to help create a com-
petitive advantage for your business. Because this is the first store you have 
opened, you have some latitude to decide how to best motivate your staff. 
Market competitive starting salaries have already established, but you have 
decided to allocate 10 percent of the store’s profits to use to motivate your sales 
staff in any way you see fit.

Working as a team, discuss your answers to the following questions. Be pre-
pared to share your answers with the class.

Questions

 1. What behaviors would you want from your sales staff?
 2. What goals would you set for your sales staff, given your answer to  

question 1?
 3. What type of system would you set up to reward these behaviors?
 4. What challenges would you be on the lookout for? How would you pro-

actively address these potential challenges to prevent them from 
happening?
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MOTIVATING BEHAVIOR WITH 
WORK AND REWARDS6

C H A P T E R 

Real-World Challenge: Orchestrating 
Outcomes
JOB DESIGN IN ORGANIZATIONS

Job Specialization
Basic Alternatives to Job  
Specialization
Job Characteristics Theory

Develop Your Skills: Enriching Jobs for 
Employee Motivation
EMPLOYEE PARTICIPATION AND 
EMPOWERMENT

Areas of Employee Participation
Approaches to Participation and 
Empowerment

Global Issues: Participation Around  
the World
FLEXIBLE WORK ARRANGEMENTS

Variable Work Schedules
Extended Work Schedules
Flexible Work Schedules
Alternative Workplaces

GOAL SETTING AND MOTIVATION
Goal-Setting Theory
Broader Perspectives on Goal Setting
Goal-Setting Challenges

PERFORMANCE MANAGEMENT
Purposes of Performance Measurement
Elements of Performance Management

Understand Yourself: Your Feedback Style
The Balanced Scorecard Approach  
to Performance Management

INDIVIDUAL REWARDS IN 
ORGANIZATIONS

Roles, Purposes, and Meanings of 
Rewards

Case Study: The Whole Truth
Types of Rewards
Related Issues in Rewarding 
Performance

SUMMARY AND APPLICATION
Real-World Response: Orchestrating 
Outcomes

After studying this chapter, you should be able to:

1 Identify and describe different approaches to job design and relate each to motivation.

2 Discuss employee participation, empowerment, and flexible work arrangements and 
identify how they can impact motivation.

3 Describe the goal-setting theory of motivation and discuss broader perspectives on goal 
setting.

4 Discuss performance management and its role in motivation.

5 Describe how organizations use various kinds of rewards to motivate employees.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

ORCHESTRATING OUTCOMES

Reviewing a concert by the Orpheus Chamber Orchestra, New York Times music critic Vivien 
Schweitzer wrote that the orchestra played Robert Schumann’s Symphony No. 2 “with remark-
able coordination”; the “balance among strings, winds, and brass,” she added, “was impres-
sively well proportioned.” Was Schweitzer, as we sometimes say, damning with faint praise? 
Isn’t a symphony, which means “harmony of sounds,” supposed to be played with remarkable 
coordination? Aren’t the various sections of the orchestra supposed to be well balanced? Had 
the conductor, whose job is to ensure a consummate performance of the music, achieved little 
more than coordination and balance? Actually, New York-based Orpheus doesn’t play with 
a conductor, and Schweitzer was remarking on the fact that the orchestra had “bravely—and 
successfully—attempted” such a complex work without the artistic and managerial leadership 
of someone who directs rehearsals and stands at a podium waiving an authoritative baton.

“For us at Orpheus,” explains executive director Graham Parker, “it’s the way we make 
the music that’s the difference.” Orpheus holds to the principle that its product—the music per-
formed for audiences—is of the highest quality when its workers—the musicians—are highly 
satisfied with their jobs. All professional orchestra musicians, of course, are highly trained and 
skilled, but make no mistake about it: A lot of them are not very happy workers. An organiza-
tional psychologist at Harvard surveyed workers in thirteen different occupational categories, 
including orchestra players, to determine relative levels of job motivation and satisfaction. 
On the one hand, musicians ranked at the top in motivation, “fueled by their own pride and 
professionalism,” according to this study. But when it came to general satisfaction with their 
jobs, orchestra players ranked seventh (just below federal prison guards and slightly above 
beer sales and delivery teams). On the question of satisfaction with growth opportunities, 
they ranked ninth (again, below prison guards, though a little higher than O.R. nurses and 
hockey players).1 An orchestra leader has asked you how to imitate the Orpheus’s success. 
After reading this chapter, you will have some suggestions on how to do this.

HIROYUKI ITO/HULTON ARCHIVE/GETTY IMAGES
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196 PART 2 | Individual Behaviors and Processes in Organizations

Chapter 5 described a variety of perspectives on motivation. But no single the-
ory or model completely explains motivation—each covers only some of the fac-
tors that actually result in motivated behavior. Moreover, even if one theory were 
applicable in a situation, a manager might still need to translate that theory 
into operational terms. Thus, while using the actual theories as tools or frame-
works, managers need to understand various operational procedures, systems, 
and methods for enhancing motivation and performance.

Figure 6.1 illustrates a basic framework for relating various theories of moti-
vation to potential and actual motivation and to operational methods for trans-
lating this potential and actual motivation into performance. The left side of 
the figure illustrates that motivated behavior can be induced by need-based or 
process-based circumstances. That is, people may be motivated to satisfy vari-
ous specific needs or through various processes such as perceptions of inequity, 
expectancy relationships, and reinforcement contingencies.

These need-, process-, and learning-based concepts result in the situation 
illustrated in the center of the figure; a certain potential exists for motivated 
behavior directed at enhanced performance. For example, suppose that an 
employee wants more social relationships—that is, he wants to satisfy belong-
ingness, relatedness, or affiliation needs. This means that there is potential for 
the employee to want to perform at a higher level if he thinks that higher per-
formance will satisfy those social needs. Likewise, if an employee’s high perfor-
mance in the past was followed by strong positive reinforcement, there is again a 
potential for motivation directed at enhanced performance.

But managers may need to take certain steps to translate the potential for 
motivation directed at enhanced performance into real motivation and enhanced 
performance. In some cases, these steps may be tied to the specific need or process 

Figure 6.1
Enhancing Performance in Organizations

Need-Based 
Perspectives on 

Motivation

Process-Based
Perspectives on

Motivation

Goal Setting

Performance
Management

Employee
Participation

Flexible Work
Arrangements

Job Design

Potential for Motivated 
Behavior Directed at 

Enhanced Performance

Organizational
Rewards

Enhanced
Performance

Managers can use a 
variety of methods to 
enhance performance 
in organizations. The 
need- and process- 
based perspectives on 
motivation explain some 
of the factors involved in 
increasing the potential 
for motivated behavior 
directed at enhanced 
performance. Managers 
can then use such 
means as goal setting, 
job design, flexible 
work arrangements, 
performance 
management, rewards, 
and organizational 
behavior motivation 
to help translate this 
potential into actual 
enhanced performance.
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Job specialization involves carefully studying jobs, 
breaking those jobs down into small component tasks, 
and then standardizing how those tasks should be 
performed across all workers performing the jobs. These 
workers are following standard procedures in how they 
perform their specialized jobs.

that has created the existing potential. For example, providing more opportuni-
ties for social interaction contingent on improved performance might capitalize 
on an employee’s social needs. More typically, however, a manager needs to go 
further to help translate potential into real performance. The right side of Figure 
6.1 names some of the more common methods used to enhance performance. This 
chapter covers these six methods: job design, employee participation and empow-
erment, flexible work arrangements, goal setting, performance management, and 
organizational rewards.

JOB DESIGN IN ORGANIZATIONS
Because boring jobs are not motivating to most employees2, job design is an 
important method that managers can use to enhance employee performance.3 
When work design is addressed at the individual level, it is most commonly 
referred to as job design; it can be defined as how organizations define and struc-
ture jobs. As we will see, properly designed jobs can have a positive impact on 
the motivation, performance, and job satisfaction of those who perform them. On 
the other hand, poorly designed jobs can impair motivation, performance, and 
job satisfaction. The first widespread model of how individual work should be 
designed was job specialization. For example, a worker who applies safety decals 
to a piece of equipment as that equipment moves down an assembly line is per-
forming a specialized job.

Job Specialization
Frederick Taylor, the chief proponent of job specialization, argued that jobs 
should be scientifically studied, broken down into small component tasks, and 
then  standardized across all workers doing those jobs.4 Taylor’s view grew from 
the historical writings about division of labor advocated by Scottish economist 
Adam Smith. In practice, job specialization generally brought most, 
if not all, of the advantages its advocates claimed. 
Specialization paved the way for large-
scale assembly lines and was at least 
partly responsible for the dramatic gains 
in output U.S. industry achieved for 
 several decades in the early 1900s.

On the surface, job specialization 
appears to be a rational and efficient way 
to structure jobs. The jobs in many facto-
ries, for instance, are highly specialized 
and are often designed to maximize pro-
ductivity. In practice, however, performing 
those jobs can cause problems, foremost 

job design
How organizations define 
and structure jobs

job specialization
Breaking jobs down into 
small component tasks 
and standardizing them 
across all workers doing 
those jobs
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198 PART 2 | Individual Behaviors and Processes in Organizations

among them the extreme monotony of highly specialized tasks. Consider the 
job of assembling toasters. A person who does the entire assembly may find the 
job complex and challenging, albeit inefficient. If the job is specialized so that 
the worker simply inserts a heating coil into the toaster as it passes along on  
an assembly line, the process may be efficient, but it is unlikely to interest or 
challenge the worker. A worker numbed by boredom and monotony may be less 
motivated to work hard and more inclined to do poor-quality work or to complain 
about the job. For these reasons, managers began to search for job design alter-
natives to specialization.

Basic Alternatives to Job Specialization
In response to problems with job specialization, and a general desire to explore 
ways to create less monotonous jobs, managers began to seek alternative ways to 
design jobs. Managers initially developed two alternative approaches: job rota-
tion and job enlargement. These approaches, along with job enrichment, remain 
common today.

Job Rotation
Job rotation involves systematically shifting workers from one job to another to 
sustain their motivation and interest. Under specialization, each task is broken 
down into small parts. For example, assembling fine writing pens such as those 
made by Mont Blanc or Cross might involve four discrete steps: testing the ink 
cartridge, inserting the cartridge into the barrel of the pen, screwing the cap onto 
the barrel, and inserting the assembled pen into a box. One worker might per-
form step one, another step two, and so forth.

When job rotation is introduced, the tasks themselves stay the same. 
However, the workers who perform them are systematically rotated across the 
various tasks. Jones, for example, starts out with task 1 (testing ink cartridges). 
On a regular basis—perhaps weekly or monthly—she is systematically rotated 
to task 2, to task 3, to task 4, and back to task 1. Gonzalez, who starts out on task 
2 (inserting cartridges into barrels), rotates ahead of Jones to tasks 3, 4, 1, and 
back to 2.

Unfortunately, job rotation does not entirely address issues of monot-
ony and boredom.5 That is, if a rotation cycle takes 
workers through the same old jobs, the workers simply 
experience several routine and boring jobs instead of just 

one. Although a worker may begin each job shift with 
a bit of renewed interest, the effect usually is short-
lived. Rotation may also decrease efficiency. For exam-
ple, it sacrifices the proficiency and expertise that grow 
from specialization. At the same time, job rotation is an 
effective training technique because a worker rotated 
through a variety of related jobs acquires a larger set 

job rotation
Systematically moving 
workers from one job to 
another in an attempt to 
minimize monotony and 
boredom

Job rotation involves systematically shifting workers from one job to 
another. While job rotation was intended to sustain motivation and 
interest, it really does little to address the problems of monotony and 
boredom created by job specialization. The TSA rotates airport screeners 
regularly, in an effort to keep them focused on their jobs.
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  CHAPTER 6 | Motivating Behavior with Work and Rewards 199

of job skills. Thus, there is increased flexibility in transferring workers to new 
jobs. Many U.S. firms now use job rotation for training or other purposes, but  
few rely on it to motivate workers. Pilgrim’s Pride, one of the largest chicken- 
processing firms in the United States, uses job rotation, but not for motivation. 
Workers in a chicken-processing plant are subject to cumulative trauma injuries 
such as carpal tunnel syndrome, and managers at Pilgrim’s believe that rotating 
workers across different jobs can reduce these injuries. The TSA also rotates air-
port security screeners across different tasks every twenty to thirty minutes to 
help prevent boredom and to keep them focused on their jobs.

Job Enlargement
Job enlargement, or horizontal job loading, is expanding a worker’s job to 
include tasks previously performed by other workers. For instance, if job enlarge-
ment were introduced at a Cross pen plant, the four tasks noted above might 
be combined into two “larger” ones. Hence, one set of workers might each test 
cartridges and then insert them into barrels (old steps 1 and 2); another set of 
workers might then attach caps to the barrels and put the pens into boxes (old 
steps 3 and 4). The logic behind this change is that the increased number of tasks 
in each job reduces monotony and boredom.

Maytag was one of the first companies to use job enlargement.6 In the 
assembly of washing machine water pumps, for example, jobs done sequentially 
by six workers at a conveyor belt were modified so that each worker completed 
an entire pump alone. Other organizations that implemented job enlargement 
included AT&T, the U.S. Civil Service, and Colonial Life Insurance Company. 
Unfortunately, job enlargement also failed to have the desired effects. Generally, 
if the entire production sequence consisted of simple, easy-to-master tasks, 
merely doing more of them did not significantly change the worker’s job. If the 
task of putting two bolts on a piece of machinery was “enlarged” to putting on 
three bolts and connecting two wires, for example, the monotony of the original 
job essentially remained.

Job Enrichment
Job rotation and job enlargement seemed promising but eventually disappointed 
managers seeking to counter the ill effects of extreme specialization. They failed 
partly because they were intuitive, narrow approaches rather than fully devel-
oped, theory-driven methods. Consequently, a new, more complex approach to 
task design—job enrichment—was developed. Job enrichment is based on the 
two-factor theory of motivation, which is discussed in Chapter 5. That theory 
contends that employees can be motivated by positive job-related experiences 
such as feelings of achievement, responsibility, and recognition. To achieve 
these, job enrichment relies on vertical job loading—not only adding more tasks 
to a job, as in horizontal loading, but also giving the employee more control over 
those tasks.7

AT&T, Texas Instruments, IBM, and General Foods have all used job enrich-
ment. For example, AT&T utilized job enrichment in a group of eight people 
who were responsible for preparing service orders. Managers believed turnover 
in the group was too high and performance too low. Analysis revealed several 
deficiencies in the work. The group worked in relative isolation, and any ser-
vice representative could ask them to prepare work orders. As a result, they 
had little client contact or responsibility, and they received scant feedback on 
their job performance. The job enrichment program focused on creating a pro-
cess team. Each member of the team was paired with a service representative, 

job enlargement
Involves giving workers 
more tasks to perform

job enrichment
Entails giving workers 
more tasks to perform 
and more control over 
how to perform them
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200 PART 2 | Individual Behaviors and Processes in Organizations

and the tasks were restructured: Ten discrete steps 
were replaced with three more complex ones. In addi-
tion, the group members began to get specific feedback 
on performance, and their job titles were changed to 
reflect their greater responsibility and status. Because 
of these changes, the number of orders delivered on 
time increased from 27 percent to 90 percent, accuracy 
improved, and turnover decreased significantly.8 Texas 
Instruments also used this technique to improve jani-

torial jobs. The company gave janitors more control over 
their schedules and let them sequence their own cleaning jobs and purchase 
their own supplies. As a direct result, turnover dropped, cleanliness improved, 
and the company reported estimated initial cost savings of approximately 
$103,000.9

At the same time, we should note that many job enrichment programs have 
failed. Some companies have found job enrichment to be cost ineffective, and 
others believe that it simply did not produce the expected results.10 Several 
programs at Prudential Insurance, for example, were abandoned because man-
agers believed they were benefiting neither employees nor the firm. Some of 
the criticism is associated with flaws in the two-factor theory of motivation 
on which job enrichment is based. Because of these and other problems, job 
enrichment is not as popular as it was a few years ago. Yet some valuable 
aspects of the concept can be salvaged. The efforts of managers and academic 
theorists ultimately have led to more complex and sophisticated viewpoints. 
Many of these advances are evident in the job characteristics theory, which we 
consider next.

Job Characteristics Theory
The job characteristics theory focuses on the specific motivational properties 
of jobs. The theory, diagrammed in Figure 6.2, was developed by Hackman and 
Oldham.11 At the core of the theory is the idea of critical psychological states. 
These states are presumed to determine the extent to which characteristics of 
the job enhance employee responses to the task. The three critical psychological 
states are:

 1. Experienced meaningfulness of the work: the degree to which the individual 
experiences the job as generally meaningful, valuable, and worthwhile

 2. Experienced responsibility for work outcomes: the degree to which individu-
als feel personally accountable and responsible for the results of their work

 3. Knowledge of results: the degree to which individuals continuously under-
stand how effectively they are performing the job

If employees experience these states at a sufficiently high level, they are 
likely to feel good about themselves and to respond favorably to their jobs. 

job characteristics theory
Uses five motivational 
properties of tasks 
and three critical 
psychological states to 
improve outcomes

Job enrichment involves both giving workers more tasks to 
perform and more control over how to perform them. This 
clothing designer, for example, gets to select fabrics, develop 
new designs, and then tailor the designs into new clothing.
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  CHAPTER 6 | Motivating Behavior with Work and Rewards 201

Hackman and Oldham suggest that the three critical psychological states are 
triggered by the following five characteristics of the job, or core job dimensions:

 1. Skill variety: the degree to which the job requires a variety of activities that 
involve different skills and talents

 2. Task identity: the degree to which the job requires completion of a “whole” 
and an identifiable piece of work; that is, the extent to which a job has a 
beginning and an end with a tangible outcome

 3. Task significance: the degree to which the job affects the lives or work of other 
people, both in the immediate organization and in the external environment

 4. Autonomy: the degree to which the job allows the individual substantial free-
dom, independence, and discretion to schedule the work and determine the 
procedures for carrying it out

 5. Feedback: the degree to which the job activities give the individual direct and 
clear information about the effectiveness of his or her performance

Figure 6.2 shows that these five job characteristics, operating through the 
critical psychological states, affect a variety of personal and work outcomes: high 
internal work motivation (that is, intrinsic motivation), high-quality work perfor-
mance, high satisfaction with the work, and low absenteeism and turnover. The 
figure also suggests that individual differences play a role in job design. People 
with strong needs for personal growth and development will be especially moti-
vated by the five core job characteristics. On the other hand, people with weaker 
needs for personal growth and development are less likely to be motivated by the 
core job characteristics. Several firms, including 3M, Volvo, AT&T, Xerox, Texas 
Instruments, and Motorola, have successfully implemented job design changes 

The Job Characteristics Theory
Figure 6.2
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The job characteristics 
theory is an important 
contemporary model 
of how to design jobs. 
By using five core job 
characteristics, managers 
can enhance three 
critical psychological 
states. These states, 
in turn, can improve 
a variety of personal 
and work outcomes. 
Individual differences 
also affect how the job 
characteristics affect 
people.
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202 PART 2 | Individual Behaviors and Processes in Organizations

using this theory.12 The Develop Your Skills feature will help you develop stron-
ger insights into the complexities of how jobs can be redesigned.

Much research has been devoted to this approach to job design.13 This 
research has generally supported the theory, although performance has seldom 
been found to correlate with job characteristics.14 Several apparent weaknesses 
in the theory have also come to light. First, the measures used to test the theory 
are not always as valid and reliable as they should be. Further, the role of indi-
vidual differences frequently has not been supported by research. Finally, the 
guidelines for implementation are not specific, so managers usually tailor them 
to their own particular circumstances. Still, the theory remains a popular per-
spective on studying and changing jobs.15

EMPLOYEE PARTICIPATION AND 
EMPOWERMENT
Employee motivation can also be enhanced in some cases through the use of par-
ticipation and empowerment. In a sense, participation and empowerment are 
extensions of job design because each fundamentally alters how employees in 
an organization perform their jobs. Participation occurs when employees have 
a voice in decisions about their own work. (One important model that can help 
managers determine the optimal level of employee participation, Vroom’s deci-
sion-tree approach, is discussed in Chapter 12.) Empowerment is the process of 
enabling workers to set their own work goals, make decisions, and solve problems 
within their spheres of responsibility and authority. Thus, empowerment is a 
somewhat broader concept that promotes participation in a wide variety of areas, 
including but not limited to work itself, work context, and work environment.16

participation
Entails giving employees 
a voice in making 
decisions about their own 
work

empowerment
The process of enabling 
workers to set their 
own work goals, make 
decisions, and solve 
problems within their 
sphere of responsibility 
and authority

D E V E L O P  Y O U R  S K I L L S
ENRICHING JOBS FOR EMPLOYEE MOTIVATION

This exercise will help you assess the processes involved in 
designing jobs to make them more motivating. To start, your 
instructor will divide the class into groups of three or four 
 people each. In assessing the characteristics of jobs, use a 
scale value of 1 (“very little”) to 7 (“very high”).

 1. Using the scale values above, assign scores on each 
core job dimension used in the job characteristics 
theory (see below) to the following jobs: administra-
tive assistant, professor, food server, auto mechanic, 
lawyer, short-order cook, department store clerk, con-
struction worker, newspaper reporter, and telephone 
solicitor.

 2. Researchers often assess the motivational properties 
of jobs by calculating their motivating potential score 
(MPS). The usual formula for MPS is

(Variety 1 Identity 1 Significance)

3
 3 Autonomy 3 Feedback

  Use this formula to calculate the MPS for each job in  
step 1.

 3. Your instructor will now assign your group one of the jobs 
from the list. Discuss how you might reasonably go about 
enriching the job.

 4. Calculate the new MPS score for the redesigned job and 
check its new position in the rank ordering.

 5. Discuss the feasibility of your redesign suggestions. In par-
ticular, look at how your recommended changes might 
necessitate changes in other jobs, in the reward system, 
and in the selection criteria used to hire people for the job.

 6. Briefly discuss your observations with the rest of the class.
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Participation and involvement are often used to promote 
worker motivation. This executive, for example, is consulting 
with one of his employees on how best to solve a problem.

The role of participation and empowerment in 
motivation can be expressed in terms of both the 
need-based perspectives and the expectancy the-
ory discussed in Chapter 5. Employees who partic-
ipate in decision making may be more committed 
to executing decisions properly. Furthermore, suc-
cessfully making a decision, executing it, and then 
seeing the positive consequences can help satisfy 
one’s need for achievement, provide recognition 
and responsibility, and enhance self-esteem. Simply 
being asked to participate in organizational decision 
making may also enhance an employee’s self-esteem. 
In addition, participation should help clarify expectancies (as a component of 
expectancy theory, as discussed in Chapter 5). That is, by participating in deci-
sion making, employees may better understand the linkage (expectancy) between 
their performance and the rewards they want most.

Areas of Employee Participation
At one level, employees can participate in addressing questions and making deci-
sions about their own jobs. Instead of just telling them how to do their jobs, for 
example, managers can ask employees to make their own decisions about how to 
do them. Based on their own expertise and experience with their tasks, workers 
might be able to improve their own productivity. In many situations, they might 
also be well qualified to make decisions about what materials to use, which tools 
to use, and so forth.

Chaparral Steel, a small steel producer near Dallas, allows its workers 
considerable autonomy in how they perform their jobs. For example, when the 
firm needed a new rolling mill lathe, it budgeted $1 million for its purchase and 
then put the purchase decision in the hands of an operating machinist. This 
machinist, in turn, investigated various options, visited other mills in Japan and 
Europe, and then recommended an alternative piece of machinery costing less 
than half of the budgeted amount. The firm also helped pioneer an innovative 
concept called “open-book management”; any employee at Chaparral can see any 
company document, record, or other piece of information at any time and for any 
reason.

It might also help to let workers make decisions about administrative mat-
ters, such as work schedules. If jobs are relatively independent of one another, 
employees might decide when to change shifts, take breaks, go to lunch, and so 
forth. A workgroup or team might also be able to schedule vacations and days off 
for all of its members. Furthermore, employees are getting increasing opportuni-
ties to participate in broader issues of product quality. Involvement of this type 
has become a hallmark of successful Japanese and other international firms, and 
many U.S. companies have followed suit.
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204 PART 2 | Individual Behaviors and Processes in Organizations

Approaches to Participation and Empowerment
In recent years, many organizations have actively sought ways to extend 
employee participation and empowerment beyond the traditional areas. Simple 
techniques such as suggestion boxes and question-and-answer meetings allow a 
certain degree of participation, for example. The basic motive has been to better 
capitalize on the assets and capabilities inherent in all employees. Thus, many 
managers today prefer the term “empowerment” to “participation” because it 
implies a more comprehensive level of involvement.

One method some firms use to empower their workers is the use of work 
teams. This method grew out of early attempts to use what Japanese firms call 
“quality circles.” A quality circle is a group of employees who voluntarily meet 
regularly to identify and propose solutions to problems related to quality. Quality 
circles quickly evolved into a broader and more comprehensive array of work 
groups, now generally called “work teams.” These teams are collections of employ-
ees empowered to plan, organize, direct, and control their own work. Their super-
visor, rather than being a traditional “boss,” plays more the role of a coach. We 
discuss work teams more fully in Chapter 7. The other method some organiza-
tions use to facilitate employee involvement is to change their overall method of 
organizing. The basic pattern is for an organization to eliminate layers from its 
hierarchy, thereby becoming much more decentralized. Power, responsibility, and 
authority are delegated as far down the organization as possible, so control of 
work is squarely in the hands of those who actually do it.

Netflix has high performance standards for its employees as it competes 
with Redbox, Amazon, and Apple in the video streaming and rental market. The 
firm hires talented employees, pays them generously, focuses employees on clear 
goals, and empowers them to do what they need to do to reach their goals.17 It 
even lets employees take as much vacation time as they want as long as it does 
not interfere with their work.18 Patagonia also offers every employee a lot of 
empowerment, which helps improve employee loyalty.19

Technology also helps organizations empower workers by making better and 
timelier information available to everyone in the organization. Although some 
employees are likely to feel more motivated when empowered, other employees 
may not react positively. Increased responsibility does not motivate everyone. 
Nonetheless, empowerment can be an important management tool to increase 
the motivation of many employees. Practical ways to empower others include:20

• Articulating a clear vision and goal
• Fostering personal mastery experiences to enhance self-efficacy and build skills
• Modeling successful behaviors
• Sending positive messages and arousing positive emotions in employees
• Connecting employees with the outcomes of their work and giving them 

feedback
• Building employee confidence by showing competence, honesty, and fairness

Regardless of the specific technique used, however, empowerment only 
enhances organizational effectiveness if certain conditions exist. First, the orga-
nization must be sincere in its efforts to spread power and autonomy to lower 
levels of the organization. Token efforts to promote participation in just a few 
areas are unlikely to succeed. Second, the organization must be committed to 
maintaining participation and empowerment. Workers will be resentful if they 
are given more control only to later have it reduced or taken away altogether. 
Third, the organization must be systematic and patient in its efforts to empower 
workers. Turning over too much control too quickly can spell disaster. Finally, 
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the organization must be prepared to increase its commitment to training. 
Employees who are given more freedom concerning how they work are likely to 
need additional training to help them exercise that freedom most effectively. The 
Global Issues feature provides some insights in participation and empowerment 
in other countries.

FLEXIBLE WORK ARRANGEMENTS
Beyond the actual redesigning of jobs and the use of employee involvement, 
many organizations today are experimenting with a variety of flexible work 
arrangements. These arrangements are generally intended to enhance employee 
motivation and performance by giving workers more flexibility about how and 
when they work. Among the more popular flexible work arrangements are vari-
able work schedules, flexible work schedules, extended work schedules, job shar-
ing, and telecommuting.21

Variable Work Schedules
There are many exceptions, of course, but the traditional professional work 
schedule in the United States has long been days that start at 8:00 or 9:00 in 

G L O B A L     I S S U E S

PARTICIPATION AROUND THE WORLD

Some people think that it was U.S. business that pioneered 
the use of work teams. Not true. One of the first firms to 
use work teams was the Swedish (at the time) automaker 
Volvo. Back in the mid-1970s, Volvo designed and built 
a totally different kind of factory in the town of Kalmar, 
Sweden. Rather than relying on traditional assembly lines, 
where workers stood along a moving conveyor belt and per-
formed simple individual assembly tasks to partially assem-
bled cars moving along the belt, the Kalmar factory moved 
platforms with partially assembled cars from one team area 
to another. As a platform entered a team’s area, the team 
members worked together as a team in completing a long 
list of tasks assigned to that team. For the most part, each 
team worked without direct supervision, set its own work 
pace, and even took breaks in its own private break area 
complete with shower and locker facilities. Volvo’s logic for 
this approach was that by empowering its employees and 
allowing them to participate in making decisions about their 
work, those employees would be more motivated and pro-
duce higher-quality products.

Japanese automakers like Toyota, Nissan, and Honda 
also used teams long before their U.S. counterparts. The 
Japanese plants more closely resemble a traditional 

assembly line arrangement, but workers still function in 
teams and are not restricted to staying within a defined 
space and not required to perform a specialized task. 
Instead, the workers within each team are allowed to move 
from one work space to another, to help one another out, 
to work on tasks together, and to cover for a team member 
who needs a quick break. Another hallmark of the Japanese 
system is that any worker is empowered to stop the assem-
bly line on his or her own authority if a problem is detected. 
This team-oriented approach, based on participation and 
empowerment, is often cited as a factor in the global dom-
inance of Japanese automobile companies, especially 
related to product quality.

A key reason these approaches have worked so well in 
Sweden and Japan is the close connection between per-
formance and rewards. Most U.S. work systems are built 
around individual contributions, individual performance, and 
individual rewards. But at Kalmar and in Japan, work is cen-
tered around teams. So, too, are rewards. That is, rewards 
and recognition are provided based on team performance, 
rather than individual performance. As a result, it is in the 
best interest of all team members to work together as produc-
tively as possible.
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206 PART 2 | Individual Behaviors and Processes in Organizations

the morning and end at 5:00 in the evening, five days a week (and, of course, 
managers and other professionals often work many additional hours outside of 
these times). Although the exact starting and ending times vary, most companies 
in other countries have also used a well-defined work schedule. But such a sched-
ule makes it difficult for workers to attend to routine personal business—going 
to the bank, seeing a doctor or dentist for a checkup, having a parent–teacher 
conference, getting an automobile serviced, and so forth. Employees locked into 
this work schedule may find it necessary to take a sick or vacation day to handle 
these activities. On a more psychological level, some people may feel so powerless 
and constrained by their job schedules that they grow resentful and frustrated.

To help counter these problems, one alternative some businesses use is a 
compressed work schedule.22 An employee following a compressed workweek 
schedule works a full forty-hour week in fewer than the traditional five days. 
Most typically, this schedule involves working ten hours a day for four days, leav-
ing an extra day off. Another alternative is for employees to work slightly less 
than ten hours a day but to complete the forty hours by lunchtime on Friday. 
Firms that have used these forms of compressed workweeks include Recreational 
Equipment (REI), USAA, Edward Jones, and Mercedes-Benz USA. One problem 
with this schedule is that if everyone in the organization is off at the same time, 
the firm may have no one on duty to handle problems or deal with outsiders on 
the off day. On the other hand, if a company staggers days off across the work-
force, people who don’t get the more desirable days off (Monday and Friday, for 
most people) may be jealous or resentful. Another problem is that when employ-
ees put in too much time in a single day, they tend to get tired and perform at a 
lower level later in the day.

A popular schedule some organizations are beginning to use is called a “nine-
eighty” schedule. Under this arrangement, an employee works a traditional 
schedule one week and a compressed schedule the next, getting every other 
Friday off. That is, they work eighty hours (the equivalent of two weeks of full-
time work) in nine days. By alternating the regular and compressed schedules 
across half of its workforce, the organization is staffed at all times but still gives 
employees two additional full days off each month. Chevron and Marathon Oil 
are two businesses that currently use this schedule.

Finally, a special form of compressed work schedule is job sharing. In job 
sharing, two part-time employees share one full-time job. Job sharing may be 
desirable for people who only want to work part-time or when job markets are 
tight. For its part, the organization can accommodate the preferences of a broader 
range of employees and may benefit from the talents of more people. Perhaps the 
simplest job-sharing arrangement to visualize is that of a receptionist. To share 
this job, one worker would staff the receptionist’s desk from, say, 8:00 a.m. to 
noon each day; the office might close from noon to 1:00 p.m., and a second worker 
would staff the desk from 1:00 p.m. in the afternoon until 5:00 p.m. To the casual 
observer or visitor to the office, the fact that two people serve in one job is essen-
tially irrelevant. The responsibilities of the job in the morning and responsibili-
ties in the afternoon are not likely to be interdependent. Thus, the position can 
easily be broken down into two or perhaps even more components.

Extended Work Schedules
In certain cases, some organizations use another type of work scheduling called 
an extended work schedule. An extended work schedule is one that requires 
relatively long periods of work followed by relatively long periods of paid time off. 

compressed work 
schedule
Work schedule in which 
employees work a full 
forty-hour week in fewer 
than the traditional five 
days

job sharing
Two or more part-time 
employees sharing one 
full-time job

extended work schedule
Work schedule that 
requires relatively long 
periods of work followed 
by relatively long periods 
of paid time off
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Some organizations find it useful to use extended work 
hours--work schedules with relatively long periods of 
work followed by relatively long periods of paid time 
off. Firms that operate offshore drilling platforms like 
this one, for example, shuttle workers back-and-forth 
between the work site and shore by helicopter. Workers 
on the platform may work ten or even twelve hours a 
day, every day, for several weeks straight. They then get 
an extended period of time off.

These schedules are most often used when the 
cost of transitioning from one worker to another 
is high and there are efficiencies associated with 
having a small workforce.

For instance, KBR is a large defense contrac-
tor that manages U.S. military installations in 
foreign countries, including Iraq and Afghanistan. 
KBR’s civilian employees handle maintenance, logis-
tics, and communications, as well as food, laundry, and mail services, among 
other things. The typical work schedule for a KBR employee is twelve hours a 
day, seven days a week. Extended schedules such as this allow the firm to func-
tion with a smaller workforce than would be the case under a more traditional 
approach to work scheduling. In order to motivate employees to accept and main-
tain this kind of schedule, the firm pays them a compensation premium and 
provides them with 16 days of paid vacation and an airline ticket to any major 
destination in the world after every 120-day work period.

Other work settings that are conducive to this kind of extended work sched-
ule include offshore petroleum-drilling platforms, transoceanic cargo ships, 
research labs in distant settings such as the South Pole, and movie crews filming 
in remote locations. While the specific number of hours and days and the amount 
of vacation time vary, most of these job settings are characterized by long periods 
of work followed by an extended vacation plus premium pay. Offshore drilling 
platform workers at ExxonMobil, for instance, generally work every day for five 
weeks and then have two weeks off.

Flexible Work Schedules
Another popular alternative work arrangement is flexible work schedules, 
also called flextime. The compressed work schedules previously discussed give 
employees time off during “normal” working hours, but they must still follow a 
regular and defined schedule on the days when they do work. Flextime, however, 
usually gives employees less say about what days they work but more personal 
control over the times when they work on those days.23

Figure 6.3 illustrates how flextime works. The workday is broken down into 
two categories: flexible time and core time. All employees must be at their work-
stations during core time, but they can choose their own schedules during flexi-
ble time. Thus, one employee may choose to start work early in the morning and 
finish by mid-afternoon, another to start in the late morning and work until late 
afternoon, and a third to start early in the morning, take a long lunch break, and 
work until late afternoon.

flexible work schedules 
(or flextime)
Give employees more 
personal control over the 
hours they work each day

IN
G

V
A

R
 T

JO
S

T
H

E
IM

/ 

S
H

U
T

T
E

R
S

T
O

C
K

.C
O

M

42502_ch06_ptg01_194-236.indd   207 18/12/18   12:18 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



208 PART 2 | Individual Behaviors and Processes in Organizations

Many employers today offer flexible work schedules and the 
freedom for employees to work at alternative work locations. 
This individual, for example, is working from his home office. 
Of course, not all jobs are amenable to these arrangements, 
and even for those that are employees are still expected to meet 
all of the responsibilities of their jobs.

The major advantage of this approach, as already noted, is that workers get 
to tailor their workday to fit their personal needs. A person who needs to visit the 
dentist in the late afternoon or leave early to watch a child’s sports game can just 
start work early. A person who stays out late one night can start work late the next 
day. And the person who needs to run some errands during lunch can take a longer 
midday break. On the other hand, flextime is more difficult to manage because 
others in the organization may not be sure when a person will be available for 
meetings other than during the core time. Expenses such as utilities will also be 
higher since the organization must remain open for a longer period each day.

Some organizations use a plan in which workers set their own hours but 
then must follow that schedule each day. Others allow workers to modify their 
own schedule each day. Organizations that have used the flexible work sched-
ule method for arranging work include Sun Microsystems, KPMG, Best Buy, 
PricewaterhouseCoopers, and some offices in the U.S. government. In 2014, 
approximately 81 percent of employers in the United States allowed some 
employees a degree of flexibility in when they began and ended their workdays.24

Alternative Workplaces
Another option to traditional work arrange-
ments is the use of alternative workplaces. The 
most common version of this approach is usu-
ally called  telecommuting—allowing employ-
ees to spend part of their time working off-site, 
usually at home. By using email, Internet-
based tools, and other technology, employees can 

telecommuting
Work arrangement in 
which employees spend 
part of their time working 
off-site

Figure 6.3
Flexible Work Schedules

Flexible
Time

Core
Time

Flexible
Time

Flexible
Time

Core
Time

6:00 A.M. 9:00 A.M. – 11:00 A.M. 1:00 P.M. – 3:00 P.M. 6:00 P.M.

Flexible work schedules 
are an important new 
work arrangement used 
in some organizations 
today. All employees must 
be at work during “core 
time.” In the hypothetical 
example shown here, 
core time is from 9 to 
11 a.m. and 1 to 3 p.m. 
The other time, then, 
is flexible—employees 
can come and go as 
they please during this 
time, as long as the 
total time spent at work 
meets organizational 
expectations.
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maintain close contact with their coworkers and do as much work at home as 
they could in their offices. The increased power and sophistication of modern 
communication technology—video chat and instant messaging, among others—is 
making telecommuting easier and easier.25 (Other terms used to describe this 
concept are e-commuting and working from home.)

On the plus side, many employees like telecommuting because it gives them 
added flexibility. By spending one or two days a week at home, for instance, they 
have the same kind of flexibility to manage personal activities as is afforded by 
flextime or compressed schedules. Some employees also feel that they get more 
work done by staying at home because they are less likely to be interrupted. 
Organizations may benefit for several reasons as well: (1) they can reduce absen-
teeism and turnover since employees will need to take less “formal” time off, and 
(2) they can save on facilities such as parking spaces because fewer people will 
be at work on any given day. There are also environmental benefits, given that 
fewer cars are on the highways. On the other hand, although many employees 
thrive under this arrangement, others do not. Some feel isolated and miss the 
social interaction of the workplace. Others simply lack the self-control and dis-
cipline to walk away from the breakfast table to their desk and start working. 
Managers may also encounter coordination difficulties in scheduling meetings 
and other activities that require face-to-face contact.

GOAL SETTING AND MOTIVATION
Goal setting is another very useful method of enhancing employee performance.26 
From a motivational perspective, a goal is a meaningful objective. Goals are used 
for two purposes in most organizations. First, they provide a useful framework 
for managing motivation. Managers and employees can set goals for themselves 
and then work toward them. Thus, if the organization’s overall goal is to increase 
sales by 10 percent, a manager can use individual goals to help attain that orga-
nizational goal. Second, goals are an effective control device (control meaning 
the monitoring by management of how well the organization is performing). 
Comparing people’s short-term performances with their goals can be an effective 
way to monitor the organization’s longer-term performance.

Social learning theory perhaps best describes the role and importance of 
goal setting in organizations.27 This perspective suggests that feelings of pride 
or shame about performance are a function of the extent to which people achieve 
their goals. A person who achieves a goal will be proud of having done so, whereas 
a person who fails to achieve a goal will feel personal disappointment and per-
haps even shame. People’s degree of pride or disappointment is affected by their 
self-efficacy, the extent to which they feel that they can still meet their goals 
even if they failed to do so in the past.

Goal-Setting Theory
Social learning theory provides insights into why and how goals can motivate 
behavior. It also helps us understand how different people cope with failure to 
reach their goals. The research of Edwin Locke and his associates most clearly 
established the utility of goal-setting theory in a motivational context.28 Locke’s 
goal-setting theory of motivation assumes that behavior is a result of conscious 
goals and intentions. Therefore, by setting goals for people in the organization, a 

goal
A desirable objective
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210 PART 2 | Individual Behaviors and Processes in Organizations

Goal setting can be a very useful method for motivating 
employees. This is especially true if the employee gets 
to help set goals and is rewarded for achieving them. 
This manager and her subordinate are reviewing the 
subordinate’s goals for the next quarter.

manager should be able to influence their behavior. Given this premise, the chal-
lenge is to develop a thorough understanding of the processes by which people set 
their goals and then work to reach them. In the original version of goal- setting 
theory, two specific goal characteristics—goal difficulty and goal specificity—
were expected to shape performance.

Goal Difficulty
Goal difficulty is the extent to which a goal is challenging and requires effort. 
If people work to achieve goals, it is reasonable to assume that they will work 
harder to achieve more difficult goals. But a goal must not be so difficult that it 
is unattainable. If a new manager asks his or her sales force to increase sales by 
300 percent, the group may ridicule his or her charge as laughable because they 
regard it as impossible to reach. A more realistic but still difficult goal—perhaps 
a 20 percent increase in sales—would probably be a better objective.

A substantial body of research supports the importance of goal difficulty.29 In 
one study, managers at Weyerhaeuser set difficult goals for truck drivers hauling 
loads of timber from cutting sites to wood yards. Over a nine-month period, the 
drivers increased the quantity of wood they delivered by an amount that would 
have required $250,000 worth of new trucks at the previous per-truck average 
load.30 Reinforcement also fosters motivation toward difficult goals. A person who 
is rewarded for achieving a difficult goal will be more inclined to strive toward 
the next difficult goal than will someone who received no reward for reaching the 
first goal.

Goal Specificity
Goal specificity is the clarity and precision of the goal. A goal of “increasing 
productivity” is not very specific, whereas a goal of “increasing productivity by 3 
percent in the next six months” is quite specific. Some goals, such as those involv-
ing costs, output, profitability, and growth, can easily be stated in clear and pre-
cise terms. Other goals, such as improving employee job satisfaction and morale, 
company image and reputation, ethical behavior, and social responsibility, are 

much harder to state in specific or measurable terms.
Like difficulty, specificity has been shown to be consis-

tently related to performance. The study of 
timber truck drivers previously mentioned 
also examined goal specificity. The initial 
loads the truck drivers were carrying were 
found to be 60 percent of the maximum 
weight each truck could haul. The manag-
ers set a new goal for drivers of 94 percent, 
which the drivers were soon able to reach. 
Thus, the goal was quite specific as well as 
difficult.

goal difficulty
The extent to which a 
goal is challenging and 
requires effort

goal specificity
The clarity and precision 
of a goal
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Locke’s theory attracted widespread interest and research support from both 
researchers and managers, so Locke, together with Gary Latham, eventually pro-
posed an expanded model of the goal-setting process. The expanded model, shown 
in Figure 6.4, attempts to capture more fully the complexities of goal setting in 
organizations. The expanded theory argues that goal-directed effort is a func-
tion of four goal attributes: difficulty and specificity (previously discussed), and 
acceptance and commitment. Goal acceptance is the extent to which a person 
accepts a goal as his or her own. Goal commitment is the extent to which he or 
she is personally interested in reaching the goal. The manager who vows to take 
whatever steps are necessary to cut costs by 10 percent has made a commitment 
to achieving the goal. Factors that can foster goal acceptance and commitment 
include participating in the goal-setting process, making goals challenging but 
realistic, and believing that goal achievement will lead to valued rewards.31

The interaction of goal-directed effort, organizational support, and individ-
ual abilities and traits determines actual performance. Organizational support is 
whatever the organization does to help or hinder performance. Positive support 
might mean providing whatever resources are needed to meet the goal; negative 
support might mean failing to provide such resources, perhaps due to cost con-
siderations or staff reductions. Individual abilities and traits are the skills and 
other personal characteristics necessary to do a job. Based on their performance, 
a person receives various intrinsic and extrinsic rewards that in turn influence 
satisfaction. Note that the latter stages of this model are quite similar to those of 
the Porter and Lawler expectancy model discussed in Chapter 5.

Broader Perspectives on Goal Setting
Some organizations undertake goal setting from the somewhat broader perspec-
tive of management by objectives (MBO). The MBO approach is essentially 
a collaborative goal-setting process through which organizational goals sys-
tematically cascade down through the organization. Our discussion describes a 
generic approach, but many organizations adapt MBO to suit their own purposes 

goal acceptance
The extent to which a 
person accepts a goal as 
his or her own

goal commitment
The extent to which a 
person is personally 
interested in reaching a 
goal

management by 
objectives (MBO)
A collaborative goal-
setting process through 
which organizational 
goals cascade 
down throughout the 
organization

Source: Reprinted from Latham, G. P., et al. (1979, Autumn). The Goal-Setting Theory of Motivation. Organizational Dynamics. 

The Goal-Setting Theory of Motivation
Figure 6.4
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The goal-setting theory 
of motivation provides 
an important means 
of enhancing the 
motivation of employees. 
As illustrated here, 
appropriate goal 
difficulty, specificity, 
acceptance, and 
commitment contribute to 
goal-directed effort. This 
effort, in turn, has a direct 
impact on performance.
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and use a variety of names for it. (Indeed, most firms today use other names. 
However, since no other generic label has emerged, we will continue to refer to 
this approach as MBO.)

A successful MBO program starts with top managers’ establishing overall goals 
for the organization. After these goals have been set, managers and employees 
throughout the organization collaborate to set subsidiary goals. First, the overall 
goals are communicated to everyone. Then each manager meets with each subor-
dinate. During these meetings, the manager explains the unit goals to the subor-
dinate, and the two together determine how the subordinate can contribute to the 
goals most effectively. The manager acts as a counselor and helps ensure that the 
subordinate develops goals that are verifiable. For example, a goal of “cutting costs 
by 5 percent” is verifiable, whereas a goal of “doing my best” is not. Finally, manager 
and subordinate ensure that the subordinate has the resources needed to reach 
his or her goals. The entire process flows downward as each subordinate manager 
meets with his or her own subordinates to develop their goals. Thus, as we noted 
earlier, the initial goals set at the top cascade down through the entire organization.

During the time frame set for goal attainment (usually one year), the man-
ager periodically meets with each subordinate to check progress. It may be neces-
sary to modify goals in light of new information, to provide additional resources, 
or to take some other action. At the end of the specified time period, managers 
hold a final evaluation meeting with each subordinate. At this meeting, manager 
and subordinate assess how well goals were met and discuss why. This meet-
ing often serves as the annual performance review as well, determining salary 
adjustments and other rewards based on reaching goals. This meeting may also 
serve as the initial goal-setting meeting for the next year’s cycle.

Goal-Setting Challenges
Goal-setting theory has been widely tested in a variety of settings. Research has 
consistently demonstrated that goal difficulty and specificity are closely associ-
ated with performance. Other elements of the theory, such as acceptance and 
commitment, have been studied less frequently. A few studies have shown the 
importance of acceptance and commitment, but little is currently known about 
how people accept and become committed to goals. Goal-setting theory may also 
focus too much attention on the short run at the expense of long-term consider-
ations. Despite their questions, however, goal setting is clearly an important way 
for managers to convert motivation into actual improved performance.

From the broader perspective, MBO remains a very popular technique. Alcoa, 
Tenneco, General Foods, and DuPont, for example, have used versions of MBO 
with widespread success. The technique’s popularity stems in part from its many 
strengths. For one thing, MBO clearly has the potential to motivate employees 
because it helps implement goal-setting theory on a systematic basis throughout 
the organization. It also clarifies the basis for rewards, and it can stimulate com-
munication. Performance appraisals are easier and more clear-cut under MBO. 
Further, managers can use the system for control purposes.

However, using MBO also presents pitfalls, especially if a firm takes too 
many shortcuts or inadvertently undermines how the process is supposed to 
work. Sometimes, for instance, top managers do not really participate; that is, 
the goals are actually established in the middle of the organization and may 
not reflect the real goals of top management. If employees believe this situation 
to be true, they may become cynical, interpreting the lack of participation by 
top management as a sign that the goals are not important and that their own 
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involvement is therefore a waste of time. MBO also has a tendency to overem-
phasize quantitative goals to enhance verifiability. Another potential liability is 
that an MBO system requires a great deal of information processing and record 
keeping since every goal must be documented. Finally, some managers do not 
really let subordinates participate in goal setting but instead merely assign goals 
and order subordinates to accept them.

On balance, MBO is often an effective and useful system for managing goal 
setting and enhancing performance in organizations. Research suggests that it 
can actually do many of the things its advocates claim and that it must also be 
handled carefully. In particular, most organizations need to tailor it to their own 
unique circumstances. Properly used, MBO can also be an effective approach to 
managing an organization’s reward system. It does require, however, individual, 
one-on-one interactions between each supervisor and each employee, and these 
one-on-one interactions can often be difficult because of the time they take and 
the likelihood that at least some of them will involve critical assessments of 
unacceptable performance.

PERFORMANCE MANAGEMENT
As described earlier, most goals are oriented toward some element of perfor-
mance. Managers can do a variety of things to enhance employee motivation and 
performance, including designing jobs, allowing greater participation and promot-
ing empowerment, considering alternative work arrangements, and setting goals. 
However, they may also fail to do things that might have improved motivation 
and performance. Thus, it is clearly important that managers understand that 
performance is something that can and should be managed.32 Moreover, effec-
tive performance management is essential in order for rewards to be used effec-
tively. The core of performance management is the actual measurement of the 
performance of an individual or group. Performance appraisal is the process by 
which someone (1) evaluates an employee’s work behaviors by measurement and 
comparison with previously established standards, (2) documents the results, and 
(3) communicates the results to the employee.33 Performance management com-
prises the processes and activities involved in performance appraisals.

Purposes of Performance Measurement
Performance appraisal may serve many purposes. The ability to provide valuable 
feedback is one critical purpose. Feedback, in turn, tells the employee where he 
or she stands in the eyes of the organization. Appraisal results, of course, are also 
used to decide and justify reward allocations. Performance evaluations may be 
used as a starting point for discussions of training, development, and improve-
ment. Finally, the data produced by the performance appraisal system can be 
used to forecast future human resource needs, to plan management succession, 
and to guide other human resource activities such as recruiting, training, and 
development programs.

Providing job performance feedback is the primary use of appraisal informa-
tion. Performance appraisal information can indicate that an employee is ready 
for promotion or that he or she needs additional training to gain experience in 
another area of company operations. It may also show that a person does not 
have the skills for a certain job and that another person should be recruited to 

performance appraisal
The process of assessing 
and evaluating 
an employee’s 
work behaviors by 
measurement
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214 PART 2 | Individual Behaviors and Processes in Organizations

fill that particular role. Other purposes of performance appraisal can be grouped 
into two broad categories, judgment and development, as shown in Figure 6.5.

Performance appraisals with a judgmental orientation focus on past perfor-
mance and are concerned mainly with measuring and comparing performance 
and with the uses of this information. Appraisals with a developmental orienta-
tion focus on the future and use information from evaluations to improve perfor-
mance. If improved future performance is the intent of the appraisal process, the 
manager may focus on goals or targets for the employees, on eliminating obsta-
cles or problems that hinder performance, and on future training needs.

Elements of Performance Management
Employee appraisals are common in every type of organization, but how they are 
performed may vary. Many issues must be considered in determining how to con-
duct an appraisal. Three of the most important issues are who does the apprais-
als, how often they are done, and how performance is measured.

The Appraiser
In most appraisal systems, the employee’s primary evaluator is the supervisor. 
This stems from the obvious fact that the supervisor is presumably in the best 
position to be aware of the employee’s day-to-day performance. Further, it is the 
supervisor who has traditionally provided performance feedback to employees 
and determined performance-based rewards and sanctions. Problems often arise, 
however, if the supervisor has incomplete or distorted information about the 
employee’s performance. For example, the supervisor may have little firsthand 
knowledge of the performance of an employee who works alone outside the com-
pany premises, such as a salesperson making solo calls on clients or a mainte-
nance person handling equipment problems in the field. Similar problems may 
arise when the supervisor has a limited understanding of the technical knowl-
edge involved in an employee’s job. Our Understand Yourself feature will give 
you insight into your own style for providing feedback.

Figure 6.5
Purposes of Performance Management

Foster work improvement
Identify training and
  development opportunities
Develop ways to overcome
  obstacles and performance
  barriers
Establish supervisor–employee
  agreement on expectations

Development of 
Future Performance

Judgment of 
Past Performance

Basic Purpose of Performance Measurement:
Provide Information about Work Performance

Provide a basis for reward
  allocation
Provide a basis for promotions, 
  transfers, layoffs, and so on
Identify high-potential
  employees
Validate selection procedures
Evaluate previous training
  programs

Performance 
measurement plays a 
variety of roles in most 
organizations. This figure 
illustrates how these 
roles can help managers 
judge an employee’s 
past performance and 
help managers and 
employees improve future 
performance.
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This exercise will help you understand the dynamics of 
 performance appraisal feedback. Diagnosing performance 
is critical to effective management. Performance appraisal 
involves both diagnosis and motivation and so is critical to the 
effective functioning of organizations. One of the difficulties 
with most performance appraisal systems is that the supervi-
sor or manager feels uncomfortable providing feedback in a 
one-to-one encounter. The result often is employee vagueness 
about what the performance appraisal really means, what 
it is designed to do, and how it can improve performance. 
The supervisor or manager fails to address those concerns 
because he or she did not adequately diagnose the situation 
and therefore lacks an understanding of how subordinates 
respond to performance feedback or lacks the skill neces-
sary to provide valuable feedback. Listed below is a set of 
feedback behaviors. Read the description of each behavior 
carefully, then select the response that best reflects the extent 
to which that behavior describes what you do or think you 
would do. Indicate your choice by circling the response. The 
possible responses are as follows:

Possible Responses

Y = Yes, this definitely describes me.
Y = Yes, I’m fairly sure this describes me.
? = I’m not sure.
N = No, I’m fairly sure this doesn’t describe me.
N = No, this definitely doesn’t describe me.

 1. When communicating, I try to seek feedback from the 
receiver to determine whether I’m being understood.
1. Y 2. Y 3. ? 4. N 5. N

 2. Whenever possible, I try to ensure that my point of view 
is accepted and acted upon.
1. Y 2. Y 3. ? 4. N 5. N

 3. I can easily handle and accept counterarguments to my 
ideas.
1. Y 2. Y 3. ? 4. N 5. N

 4. When a communication problem occurs between another 
person and myself, it’s usually his or her fault.
1. Y 2. Y 3. ? 4. N 5. N

 5. I make sure the other person understands that I know 
what I am talking about.
1. Y 2. Y 3. ? 4. N 5. N

 6. If someone comes to me with a personal problem, I try to 
listen objectively without being judgmental.
1. Y 2. Y 3. ? 4. N 5. N

 7. When listening to someone questioning or criticizing 
my procedures, I often find myself engaging in mental 
counterarguments—thinking about my response while the 
person is talking.
1. Y 2. Y 3. ? 4. N 5. N

 8. I let the other person finish an idea before intervening or 
finishing it for him or her.
1. Y 2. Y 3. ? 4. N 5. N

 9. When listening to someone, I find that I can easily restate 
(paraphrase) that person’s point of view.
1. Y 2. Y 3. ? 4. N 5. N

 10. I try not to prejudge the speaker or the message.
1. Y 2. Y 3. ? 4. N 5. N

 11. Whenever I provide information to someone, I prefer 
using facts and data.
1. Y 2. Y 3. ? 4. N 5. N

 12. Communicating empathy for the feelings of the receiver 
tends to indicate weakness.
1. Y 2. Y 3. ? 4. N 5. N

 13. I try to ensure that others know how I view their actions: 
good, bad, strong, weak, etc.
1. Y 2. Y 3. ? 4. N 5. N

 14. In order to get people to do things properly, you have to 
tell them what to do.
1. Y 2. Y 3. ? 4. N 5. N

 15. When talking with someone, I like saying, “What do you 
think?” to introduce more acceptance of the issue.
1. Y 2. Y 3. ? 4. N 5. N

 16. If you are the boss, people expect you to tell them what 
to do.
1. Y 2. Y 3. ? 4. N 5. N

 17. I try to use probing, nondirective questions in discussions 
with individuals.
1. Y 2. Y 3. ? 4. N 5. N

 18. In providing negative feedback, I want to be certain the 
receiver knows how I view the situation.
1. Y 2. Y 3. ? 4. N 5. N

 19. I try to listen with empathy. I listen both to what is being 
said and to what I think the sender is trying to say.
1. Y 2. Y 3. ? 4. N 5. N

 20. Whenever I provide someone with feedback, I usually 
want to persuade him or her to act on it.
1. Y 2. Y 3. ? 4. N 5. N

U N D E R S TA N D  Y O U R S E L F
YOUR FEEDBACK STYLE

(Continued )
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216 PART 2 | Individual Behaviors and Processes in Organizations

One solution to these problems is a multiple-rater system that incorporates 
the ratings of several people familiar with the employee’s performance. One possi-
ble alternative, for example, is to use the employee as an evaluator. Although they 
may not actually do so, most employees are very capable of evaluating themselves 
in an unbiased manner. One of the more interesting multi-rater approaches being 
used in some companies today is something called 360-degree feedback (it is also 
called multi-source feedback). This method involves employees receiving perfor-
mance feedback from those on all “sides” of them in the organization—their boss, 
their colleagues and peers, and their own subordinates. Thus, the feedback comes 
from all around them, or from 360 degrees. This form of performance evaluation 
can be very beneficial to managers because it typically gives them a much wider 
range of performance-related feedback than a traditional evaluation provides. 
That is, rather than focusing narrowly on objective performance, such as sales 
increases or productivity gains, 360-degree feedback often focuses on such things 
as interpersonal relations and style. For example, one person may learn that she 
stands too close to other people when she talks; another person may learn that 
he has a bad temper. These are the kinds of things a supervisor might not even 
be aware of, much less report as part of a performance appraisal. Subordinates 
or peers are much more willing to provide this sort of feedback than direct per-
formance feedback, especially if it is used for development purposes and does not 
influence rewards or punishments. AT&T, Nestlé, Pitney Bowes, and JPMorgan 
Chase are a few of the major companies today using 360-degree feedback to help 
managers improve a wide variety of  performance-related behaviors.34

Frequency of the Appraisal
Another important issue is the frequency of appraisals. Regardless of the employ-
ee’s level of performance, the types of tasks being performed, or the employee’s 
need for information on performance, the organization usually conducts perfor-
mance appraisals on a regular basis, typically once a year. Annual performance 
appraisals are convenient for administrative purposes such as record keeping 

360-degree feedback
A performance appraisal 
method in which 
employees receive 
performance feedback 
from those on all sides of 
them in the organization

Scoring:

For the odd numbered items listed in the left column, score your responses using the scoring key to the right of the items. For the 
even numbered items in the third column, score your responses using the scoring key to the right of the items.

Item Score Scoring Item Score Scoring

  1. ____ Y = 2   2. ____ Y = –2

  3. ____   4. ____

  6. ____ Y = 1   5. ____ Y = –1

  8. ____   7. ____

  9. ____ ? = 0 12. ____ ? = 0

10. ____ 13. ____

11. ____ N = –1 14. ____ N = 1

15. ____ 16. ____

17. ____ N = –2 18. ____ N = 2

19. ____ 20. ____

TOTAL  ____ TOTAL ____

The items on the left assess if 
you are collaborative and open. 
The items on the right assess if 
you are domineering and closed 
in style. Stating “yes” to these 
items indicates a less effective 
feedback style so it is reverse 
scored (Y = −2, N = 2). A 
higher score on either column 
thus indicates a more effective 
style. The sum of your two scores 
indicates your overall feedback 
style. The lowest overall score 
is −40 and the highest overall 
score is +40. Most people will 
score in the positive range.
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  CHAPTER 6 | Motivating Behavior with Work and Rewards 217

and maintaining a level of routine that helps keep everyone comfortable. Some 
organizations also conduct appraisals semiannually.35 Several systems for mon-
itoring employee performance on an “as-needed” basis have been proposed as an 
alternative to the traditional annual system.

Managers in international settings must ensure that they incorporate cul-
tural phenomena into their performance-appraisal strategies. For example, in 
highly individualistic cultures such as that of the United States, appraising per-
formance at the individual level is both common and accepted. But in collectiv-
istic cultures such as Japan, performance appraisals almost always need to be 
focused more on group performance and feedback. And in countries where people 
put a lot of faith in destiny, fate, or some form of divine control, employees may 
not be receptive to performance feedback at all, believing that their actions are 
irrelevant to the results that follow them.

Measuring Performance
The foundation of good performance management is correctly identifying what 
should be measured and the selection of the best method(s) for measuring it. 
Accurately defining job performance is critical; measuring the wrong things well 
is not good performance management. Once the critical performance dimensions 
are known, the best way(s) of assessing them can be identified. Detailed descrip-
tions of the many different methods for measuring performance are beyond the 
scope of this book; they are more appropriately covered in a course in human 
resource management or a specialized course in performance appraisal. However, 
we can present a few general comments about how to measure performance.

The measurement method provides the information managers use to make 
decisions about salary adjustment, promotion, transfer, training, and discipline. 
The courts and Equal Employment Opportunity guidelines have mandated that 
performance measurements be based on job-related criteria rather than on some 
other factor such as friendship, age, sex, religion, or national origin. In addition, 
to provide useful information for the decision maker, performance appraisals 
must be valid, reliable, and free of bias. They must not produce ratings that are 
consistently too lenient or too severe or that all cluster in the 
middle.36 They must also be free of perceptual 
and timing errors.

Some of the most popular methods 
for evaluating individual performance 
are graphic rating scales, checklists, 
essays or diaries, behaviorally anchored 
rating scales, and forced choice sys-
tems. These systems are easy to use and 
familiar to most managers. However, 
two major problems are common to all 
individual methods: a tendency to rate 
most individuals at about the same level 
and the inability to discriminate among 
variable levels of performance.

Key elements of performance management are 
measuring and assessing performance. Performance 
rating scales such as this one are commonly used for 
assessing performance in organizations.
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218 PART 2 | Individual Behaviors and Processes in Organizations

Comparative methods evaluate two or more employees by comparing them 
with each other on various performance dimensions. The most popular compar-
ative methods are ranking, forced distribution, paired comparisons, and the use 
of multiple raters in making comparisons. Comparative methods, however, are 
more difficult to use than the individual methods, are unfamiliar to many man-
agers, and may require sophisticated development procedures and a computer-
ized analytical system to extract usable information.

The Balanced Scorecard Approach to Performance 
Management
A relatively new and increasingly popular form of performance management sys-
tem is the balanced scorecard approach. The balanced scorecard, or BSC, is 
a structured performance management technique that identifies financial and 
nonfinancial performance measures and organizes them into a single model.37 
The basic BSC is shown in Figure 6.6.

At the core of the BSC is organizational vision and strategy. These must be 
clearly established and communicated throughout the organization by the top 
management team. Next, managers establish a small number of objective goals 
and measures to support four key components of organizational success. These 
components are customer perceptions, financial performance, internal business 

balanced scorecard or 
BSC
A relatively structured 
performance 
management technique 
that identifies financial 
and nonfinancial 
performance measures 
and organizes them into 
a single model

Figure 6.6
The Balanced Scorecard

Innovation and
Learning

–Goal
–Measure

Customer
–Goal

–Measure

Vision
and

Strategy

Finance 
–Goal

–Measure

Internal Business
Processes

–Goal
–Measure

The balanced 
scorecard is a 
structured performance 
management technique. 
In its most basic form, 
managers establish both 
goals and measures for 
how they want to assess 
customer perceptions, 
financial performance, 
internal business 
process, and innovation 
and learning. Each of 
these sets of goals and 
measures need to be 
consistent with each 
other as well as with the 
organization’s overall 
vision and strategy.
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processes, and innovation and learning. All subsequent performance measures 
are derived from this framework.

For instance, suppose that top managers have determined that they want 
customers to see the firm as a preferred provider of high-quality, premium-priced 
fashion watches (for example, Rolex). Goals and measures to support this compo-
nent might be to maintain a 50 percent market share and 98 percent customer 
satisfaction index within the chosen market segment. One major area of individ-
ual performance evaluation, then, would focus on the extent to which a person is 
contributing market share, customer satisfaction, and/or a closely related area.

Not surprisingly, many commercially available business software systems 
exist that help support the balanced scorecard approach. Moreover, a wide array 
of businesses report using the original BSC, a newer revised version of the BSC, 
or an alternative model that is patterned after the BSC. On the other hand, most 
of the evidence used to support the validity of the BSC is anecdotal in nature. 
That is, its value as a performance management system has not been demon-
strated in a rigorous and empirical manner.

INDIVIDUAL REWARDS IN 
ORGANIZATIONS
As noted earlier, one of the primary purposes of performance management is 
to provide a basis for rewarding employees. In addition, rewards are among 
the most powerful things managers can use to motivate behavior. The reward 
 system consists of all organizational components—including people, processes, 
rules and procedures, and decision-making activities—involved in allocating 
compensation and benefits to employees in exchange for their contributions to 
the organization.38 As we examine organizational reward systems, it is import-
ant to keep in mind their role in psychological contracts (as discussed in Chapter 
2 and employee motivation (as discussed in Chapter 5). Rewards constitute many 
of the inducements that organizations provide to employees as their part of 
the psychological contract, for example. Rewards also satisfy some of the needs 
employees attempt to meet through their choice of work-related behaviors.

Roles, Purposes, and Meanings of Rewards
The purpose of the reward system in most organizations is to attract, retain, and 
motivate qualified employees. The organization’s compensation structure must 
be equitable and consistent to ensure equality of treatment and compliance with 
the law. Compensation should also be a fair reward for the individual’s contri-
butions to the organization, although in most cases, these contributions are dif-
ficult, if not impossible, to measure objectively. Given this limitation, managers 
should be as fair and as equitable as possible. Finally, the system must be com-
petitive in the external labor market for the organization to attract and retain 
competent workers in appropriate fields.39

Beyond these broad considerations, an organization must develop its philoso-
phy of compensation based on its own conditions and needs, and this philosophy 
must be defined and built into the actual reward system. For example, Walmart 
has a policy that none of its employees will be paid the minimum wage. Even 
though it may pay some people only slightly more than this minimum, the firm 

reward system
All organizational 
components, including 
people, processes, rules 
and procedures, and 
decision-making activities, 
involved in allocating 
compensation and 
benefits to employees 
in exchange for their 
contributions to the 
organization
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220 PART 2 | Individual Behaviors and Processes in Organizations

nevertheless wants to communicate to all workers that it places a higher value 
on their contributions than just having to pay them the lowest wage possible.

The organization needs to decide what types of behaviors or performance it 
wants to encourage with a reward system because what is rewarded tends to 
recur. Possible behaviors include performance, longevity, attendance, loyalty, con-
tributions to the “bottom line,” responsibility, and conformity. Performance mea-
surement, as described earlier, assesses these behaviors, but the choice of which 
behaviors to reward is a function of the compensation system. A reward system 
must also consider volatile economic issues such as inflation, market conditions, 
technology, labor union activities, and so forth.

It is also important for the organization to recognize that organizational 
rewards have many meanings for employees. Intrinsic and extrinsic rewards 
carry both surface and symbolic value. The surface value of a reward to an 
employee is its objective meaning or worth. A salary increase of 5 percent, for 
example, means that an individual has 5 percent more spending power than 
before, whereas a promotion, on the surface, means new duties and responsibil-
ities. But managers must recognize that rewards also carry symbolic value. If 

surface value
Objective meaning or 
worth of a reward

symbolic value
Subjective and personal 
meaning or worth of a 
reward

CASE STUDY

Whole Foods Market (WFM) started out in 1980 as 
one store with nineteen employees in Austin, Texas. 
Today, with 370 stores and 54,000 employees in 
North America and Great Britain, it’s the lead-
ing natural and organic foods supermarket (and 
ninth-largest food and drug chain in the United 
States). Along the way, it has also gained a consid-
erable reputation as a socially responsible company 
and a good place to work. WFM’s motto is “Whole 
Foods, Whole People, Whole Planet,” and its guid-
ing “core value,” according to co-CEO Walter 
Robb, is “customers first, then team members, bal-
anced with what’s good for other stakeholders. . . . 
If I put our mission in simple terms,” Robb continues, 
“it would be, No. 1, to change the way the world 
eats and, No. 2, to create a workplace based on 
love and respect.”

WFM made Fortune magazine’s very first list 
of the “100 Best Companies to Work For” in 1998 
and has routinely appeared on the list ever since. 
Observers have acknowledged the company’s growth 
(which means more jobs), salary-cap limits (the top 
earner gets no more than 19 times the average full-
time salary), and generous health plan. The structure 
of the company’s current healthcare program, which 
revolves around high deductibles and so-called health 
savings accounts (HSAs), was first proposed in 2003. 
Under such a plan, an employee (a “team member,” 

in WFM parlance) pays a deductible before his or her 
expenses are covered.

Meanwhile, the employer funds a special account 
(an HSA) for each employee, who can spend the 
money to cover health-related expenditures. The pre-
vious WFM plan had covered 100 percent of all 
expenses, and when some employees complained 
about the proposed change, the company decided to 
put it to a vote. Nearly 90 percent of the workforce 
went to the polls, with 77 percent voting for the new 
plan. In 2006, employees voted to retain the plan, 
which now carries a deductible of around $1,300; 
HSAs may go as high as $1,800 (and accrue for 
future use). The company pays 100 percent of the pre-
miums for eligible employees (about 89 percent of the 
workforce).

High deductible plans save money for the 
employer (the higher the deductible, the lower the pre-
mium), and more importantly—at least according to 
founder and co-CEO John Mackey—they also make 
employees more responsible consumers. When the first 
$1,300 of their medical expenses comes out of their 
own pockets (or their own HSAs), he argues, people 
“start asking how much things cost. Or they get a bill 
and say, ‘Wow, that’s expensive.’ They begin to ask 
questions. They may not want to go to the emergency 
room if they wake up with a hangnail in the middle of 
the night. They may schedule an appointment now.”40

The Whole Truth
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a person gets a 3 percent salary increase when everyone else gets 5 percent, one 
plausible meaning is that the organization values other employees more. But if 
the same person gets 3 percent and all others get only 1 percent, the meaning 
may be just the opposite—the individual is seen as the most valuable employee. 
Thus, rewards convey to people not only how much they are valued by the orga-
nization but also their importance relative to others. Managers need to tune in to 
the many meanings rewards can convey—not only the surface messages but the 
symbolic messages as well.

Types of Rewards
Most organizations use several different types of rewards. The most common are 
base pay (wages or salary), incentive systems, benefits, perquisites, and awards. 
These awards are combined to create an individual’s compensation package.

Base Pay
For most people, the most important reward for work is the pay they receive. 
Obviously, money is important because of the things it can buy, but as we just 
noted, it can also symbolize an employee’s worth. Pay is very important to an 
organization for a variety of reasons. For one thing, an effectively planned and 
managed pay system can improve motivation and performance. For another, 
employee compensation is a major cost of doing business—well over 50 percent 
in many organizations—so a poorly designed system can be an expensive propo-
sition. Finally, since pay is considered a major source of employee dissatisfaction, 
a poorly designed system can result in problems in other areas such as turnover 
and low morale.

Incentive Systems
Incentive systems are plans in which employees can earn additional compensa-
tion in return for certain types of performance. Examples of incentive programs 
include the following:

 1. Piecework programs, which tie a worker’s earnings to the number of units 
produced

 2. Gain-sharing programs, which grant additional earnings to employees or 
workgroups for cost-reduction ideas

 3. Bonus systems, which provide managers with lump-sum payments from a 
special fund based on the financial performance of the organization or a unit

 4. Long-term compensation, which gives managers additional income based on 
stock price performance, earnings per share, or return on equity

 5. Merit pay plans, which base pay raises on the employee’s performance
 6. Profit-sharing plans, which distribute a portion of the firm’s profits to all 

employees at a predetermined rate
 7. Employee stock option plans, which set aside stock in the company for 

employees to purchase at a reduced rate

Plans oriented mainly toward individual employees may cause increased 
competition for the rewards and some possibly disruptive behaviors, such as 
sabotaging a coworker’s performance, sacrificing quality for quantity, or fighting 
over customers. A group incentive plan, on the other hand, requires that employ-
ees trust one another and work together. Of course, all incentive systems have 
advantages and disadvantages.

compensation package
The total array of 
money (wages, salary, 
commissions), incentives, 
benefits, perquisites, 
and awards provided by 
an organization to an 
individual

incentive systems
Plans in which employees 
can earn additional 
compensation in return 
for certain types of 
performance
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One common form of indirect compensation is being paid 
for time not worked. Vacation time is one frequent form 
of paid time off. Of course, as shown here, in today’s 
business world many people still check their email and 
communicate with their colleagues even while on vacation.

Long-term compensation for executives is 
particularly controversial because of the large 
sums of money involved and the basis for the 
payments. Indeed, executive compensation is one 
of the more controversial subjects that U.S. busi-
nesses have had to face in recent years. News 
reports and the popular press seem to take great 
joy in telling stories about how this or that execu-
tive has just received a huge windfall from his or 
her organization. The job of a senior executive, espe-
cially a CEO, is grueling and stressful and takes 

talent and decades of hard work to reach. Clearly, suc-
cessful top managers deserve significant rewards. The 

question is whether some companies are over rewarding such managers for their 
contributions to the organization.41

When a firm is growing rapidly, and its profits are also growing rapidly, rel-
atively few objections can be raised to paying the CEO well. However, objections 
arise when an organization is laying off workers, its financial performance is per-
haps less than might be expected, and the CEO is still earning a huge amount of 
money. It is these situations that dictate that a company’s board of directors take 
a closer look at the appropriateness of its executive compensation decisions.42

Indirect Compensation
Another major component of the compensation package is indirect 
 compensation, also commonly referred to as the employee benefits plan. Typical 
benefits provided by businesses include the following:

 1. Payment for time not worked, both on and off the job: On-the-job free time 
includes lunch, rest, coffee brakes, and wash-up or get-ready time. Off-the-job 
time not worked includes vacation, sick leave, holidays, and personal days.

 2. Social Security contributions: The employer contributes half the money paid 
into the system established under the Federal Insurance Contributions Act 
(PICA). The employee pays the other half.

 3. Unemployment compensation: People who have lost their jobs or are tempo-
rarily laid off get a percentage of their wages from an insurance-like program.

 4. Disability and workers’ compensation benefits: Employers contribute funds 
to help workers who cannot work due to occupational injury or ailment.

 5. Life and health insurance programs: Most organizations offer insurance at a 
cost far below what individuals would pay to buy insurance on their own.

 6. Pension or retirement plans: Most organizations offer plans to provide sup-
plementary income to employees after they retire.

A company’s Social Security, unemployment, and workers’ unemployment 
compensation contributions are set by law. But deciding how much to contribute 
for other kinds of benefits is up to each company. Some organizations contribute 
more to the cost of these benefits than others. Some companies pay the entire 

indirect compensation
Employee benefits 
provided as a form of 
compensation
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Awards and prizes are frequently used to reward 
outstanding performance. This manager is getting  
an award for achieving the most revenue growth in the 
company.

cost; others pay a percentage of the cost of certain benefits, such as health insur-
ance, and bear the entire cost of other benefits. Moreover, many technology com-
panies today find it necessary to offer extravagant benefits to attract high-talent 
workers. For example, Google provides its employees with gourmet food, free 
massages, and a spa. Facebook employees also get gourmet food, plus wash-and-
fold laundry services, free haircuts, four weeks of paid vacation, and 100 percent 
company-paid medical, dental, and vision insurance. Zynga provides on-site dog 
care, including free grooming service.43

Perquisites
Perquisites are special privileges awarded to selected members of an organi-
zation, usually top managers. For years, the top executives of many businesses 
were allowed privileges such as unlimited use of the company jet, motor home, 
vacation home, and executive dining room. In Japan, a popular perquisite is a 
paid membership in an exclusive golf club; a common perquisite in England is 
first-class travel. In the United States, the Internal Revenue Service has ruled 
that some “perks” constitute a form of income and thus can be taxed. This deci-
sion has substantially changed the nature of these benefits, but they have not 
entirely disappeared, nor are they likely to. Today, however, many perks tend 
to be more job-related. For example, popular perks currently include a car and 
driver (so that the executive can presumably work while being transported to 
and from work) and membership in airport clubs (so that the executive can more 
comfortably conduct business while traveling). More than anything else, though, 
perquisites seem to add to the status of their recipients and thus may increase 
job satisfaction and reduce turnover.44

Awards
At many companies, employees receive awards for everything from seniority to 
perfect attendance, from zero defects (quality work) to cost reduction suggestions. 
Award programs can be costly in the time required to run them and in 
money if cash awards are given, but award systems can 
improve performance under the right 
conditions. In one medium-size manu-
facturing company, careless work hab-
its were pushing up the costs of scrap 
and rework (the cost of scrapping defec-
tive parts or reworking them to meet 
standards). Management instituted 
a zero-defects program to recognize 
employees who did perfect or near- 
perfect work. During the first month, 
two workers in shipping caused only one 
defect in over two thousand parts han-
dled. Division management called a meet-
ing in the lunchroom and recognized each 

perquisites
Special privileges 
awarded to selected 
members of an 
organization, usually top 
managers
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224 PART 2 | Individual Behaviors and Processes in Organizations

worker with a plaque and a ribbon. The next month, the same two workers had 
defects, so there was no award. The following month, the two workers had zero 
defects, and once again top management called a meeting to give out plaques and 
ribbons. Elsewhere in the plant, defects, scrap, and rework decreased dramati-
cally as workers evidently sought recognition for quality work. What worked in 
this particular plant may or may not work in others.45

Related Issues in Rewarding Performance
Much of our discussion on reward systems has focused on general issues. As 
Table 6.1 shows, however, the organization must address other issues when 
developing organizational reward systems. The organization must consider its 
ability to pay employees at certain levels, economic and labor market conditions, 
and the impact of the pay system on organizational financial performance. In 
addition, the organization must consider the relationship between performance 
and rewards as well as the issues of reward system flexibility, employee partici-
pation in the reward system, pay secrecy, and expatriate compensation.

Linking Performance and Rewards
For managers to take full advantage of the symbolic value of pay, there must be a 
perception on the part of employees that their rewards are linked to their perfor-
mance. For example, if everyone in an organization starts working for the same 
hourly rate and then receives a predetermined wage increase every six months or 
year, there is clearly no relationship between performance and rewards. Instead, 

Issues to Consider in Developing Reward Systems
Table 6.1

Issue Important Examples

PAY SECRECY • Open, closed, partial
• Link with performance appraisal
• Equity perceptions

EMPLOYEE PARTICIPATION • By human resource department
• By joint employee/management committee

FLEXIBLE SYSTEM • Cafeteria-style benefits
• Annual lump sum or monthly bonus
• Salary versus benefits

ABILITY TO PAY • Organization’s financial performance
• Expected future earnings

ECONOMIC AND LABOR • Inflation rate

MARKET FACTORS • Industry pay standards
• Unemployment rate

IMPACT ON ORGANIZATIONAL 
PERFORMANCE

• Increase in costs
• Impact on performance

EXPATRIATE COMPENSATION • Cost-of-living differentials
• Managing related equity issue
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the organization is indicating that all entry-level employees are worth the same 
amount, and pay increases are tied solely to the length of time an employee 
works in the organization. This holds true whether the employee is a top, aver-
age, or mediocre employee. The only requirement is that the employee works well 
enough to avoid being fired.

At the other extreme, an organization might attempt to tie all compensa-
tion to actual performance. Thus, each new employee might start at a differ-
ent wage, as determined by his or her experience, education, skills, and other 
job-related factors. After joining the organization, the individual then receives 
rewards based on actual performance. One employee, for example, might start 
at $15 an hour because she has ten years of experience and a good performance 
record at her previous employer. Another might start the same job at a rate of 
$10.50 an hour because he has only four years’ experience and an adequate but 
not outstanding performance record. Assuming the first employee performs up 
to expectations, she might also get several pay increases, bonuses, and awards 
throughout the year whereas the second employee might get only one or two 
small increases and no other rewards. Of course, organizations must ensure 
that pay differences are based strictly on performance (including seniority) and 
not on factors that do not relate to performance (such as gender, ethnicity, or 
other discriminatory factors).

In reality, most organizations attempt to develop a reward strategy some-
where between these two extremes. Because it is really quite difficult to differ-
entiate among all employees, most firms use some basic compensation level for 
everyone. For example, they might make everyone start performing a specific 
job at the same rate, regardless of experience. They might also work to provide 
reasonable incentives and other inducements for high performers while mak-
ing sure that they don’t ignore the average employees. The key fact for manag-
ers to remember is simply that if they expect rewards to motivate performance, 
employees must see a clear, direct link between their own job-related behaviors 
and the attainment of those rewards.46

Flexible Reward Systems
Flexible, or cafeteria-style, reward systems are a recent and increasingly popu-
lar variation on the standard compensation system. A flexible reward system 
allows employees, within specified ranges, to choose the combination of bene-
fits that best suits their needs. For example, a younger worker just starting out 
might prefer to have especially strong healthcare coverage with few deductibles. 
A worker with a few years of experience might prefer to have more childcare ben-
efits. A midcareer employee with more financial security might prefer more time 
off with pay. And older workers might prefer to have more rewards concentrated 
into their retirement plans.

Some organizations are starting to apply the flexible approach to pay. 
For example, employees sometimes have the option of taking an annual sal-
ary increase in one lump sum rather than in monthly increments. UNUM 
Corporation, a large insurance firm, allows all of its employees the option of 
drawing a full third of their annual compensation in the month of January. This 
makes it easier for them to handle such major expenses as purchasing a new 
automobile, buying a home, or covering college education costs for their chil-
dren. Obviously, the administrative costs of providing this level of flexibility 
are greater, but many employees value this flexibility and may develop strong 
loyalty and attachment to an employer who offers this kind of compensation 
package.

flexible reward system
Allows employees to 
choose the combination 
of benefits that best suits 
their needs
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226 PART 2 | Individual Behaviors and Processes in Organizations

Participative Pay Systems
In keeping with the current trend toward worker involvement in organizational 
decision making, employee participation in the pay process is also increasing. 
A participative pay system may involve the employee in the system’s design, 
administration, or both. A pay system can be designed by staff members of the 
organization’s human resources department, a committee of managers in the orga-
nization, an outside consultant, the employees, or a combination of these sources. 
Organizations that have used a joint management employee task force to design 
the compensation system have generally succeeded in designing and implementing 
a plan that managers could use and that employees believed in. Employee partici-
pation in administering the pay system is a natural extension of having employees 
participate in its design. Examples of companies that have involved employees in 
the administration of the pay system include Romac Industries, where employ-
ees vote on the pay of other employees; Graphic Controls, where each manager’s 
pay is determined by a group of peers; and the Friedman-Jacobs Company, where 
employees set their own wages based on their perceptions of their performance.47

Pay Secrecy
When a company has a policy of open salary information, the exact salary amounts 
for employees are public knowledge. State governments, for instance, make pub-
lic the salaries of everyone on their payrolls. A policy of complete secrecy means 
that no information is available to employees regarding other employees’ sala-
ries, average or percentage raises, or salary ranges. The National Labor Relations 
Board recently upheld an earlier ruling that an employer’s starting or enforcing 
a rule that forbids “employees to discuss their salaries” constitutes interference, 
restraint, and coercion of protected employee rights under the National Labor 
Relations Act. Although a few organizations have completely public or completely 
secret systems, most have systems somewhere in the middle.

Expatriate Compensation
Expatriate compensation is yet another important issue in managing reward sys-
tems.48 Consider, for example, a manager living and working in Houston currently 
making $125,000 a year. That income allows the manager to live in a certain kind 
of home, drive a certain kind of car, have access to certain levels of medical care, 
and live a certain kind of lifestyle. Now suppose the manager is asked to accept 
a transfer to Tokyo, Geneva, Moscow, or London, cities where the cost of living is 
considerably higher than in Houston. The same salary cannot begin to support a 
comparable lifestyle in those cities. Consequently, the employer is almost certain 
to redesign the manager’s compensation package so that the employee’s lifestyle 
in the new location will be comparable to that in the old.

Now consider a different scenario. Suppose the same manager is asked to 
accept a transfer of an underdeveloped nation. The cost of living in this nation 
might be quite low by U.S. standards. But there may also be relatively few choices 
in housing, poorer schools and medical care, a harsh climate, greater personal dan-
ger, or similar unattractive characteristics. The firm will probably have to pay the 
manager some level of additional compensation to offset the decrement in quality 
of lifestyle. Thus, developing rewards for expatriates is a complicated process.

Figure 6.7 illustrates the approach to expatriate compensation used by one 
major multinational corporation. The left side of the figure shows how a U.S. 
employee currently uses his or her salary—part of it goes for taxes, part is saved, 
and the rest is consumed. When a person is asked to move abroad, a human resource 
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manager works with the employee to develop an equitable balance sheet for the new 
compensation package. As shown on the right side of the figure, the individual’s com-
pensation package will potentially consist of six components. First, the individual 
will receive income to cover what his or her taxes and Social Security payments in 
the United States will be. The individual may also have to pay foreign taxes and 
additional U.S. taxes as a result of the move, so the company covers these as well.

Next, the firm also pays an amount adequate to the employee’s current con-
sumption levels in the United States. If the cost of living is greater in the foreign 
location than at home, the firm pays the excess foreign costs. The employee also 
receives income for savings comparable to what he or she is currently saving. 
Finally, if the employee faces a hardship because of the assignment, an addi-
tional foreign service premium or hardship allowance is added by the firm. Not 
surprisingly, then, expatriate compensation packages can be very expensive for 
an organization and must be carefully developed and managed.49

At the end of Chapter 5, we presented Table 5.1 to illustrate how the various 
theories of motivation discussed in that chapter could be used to address several 

The Expatriate Compensation Balance Sheet
Figure 6.7
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U.S. Expatriate Balance Sheet

U.S. Domestic Base Salary

Organizations that 
ask employees to 
accept assignments 
in foreign locations 
usually must adjust their 
compensation levels to 
account for differences 
in cost of living and 
similar factors. Amoco 
uses the system shown 
here. The employee’s 
domestic base salary is 
first broken down into 
the three categories 
shown on the left. Then 
adjustments are made 
by adding compensation 
to the categories 
on the right until an 
appropriate, equitable 
level of compensation is 
achieved.
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228 PART 2 | Individual Behaviors and Processes in Organizations

representative managerial challenges. Table 6.2 shows how the various motiva-
tional tools and techniques discussed in this chapter might be used for those 
same challenges. Keep in mind, of course, that each situation is unique and that 
there are no guarantees of success. Still, though, these suggestions provide an 
effective starting point in helping managers know when to use different motiva-
tion methods to address various challenges in the workplace.

SUMMARY AND APPLICATION

Managers seek to enhance employee performance by capitalizing on the potential for 
motivated behavior to improve performance. Methods often used to translate motiva-
tion into performance involve work design, participation and empowerment, alterna-
tive work arrangements, performance management, goal setting, and rewards.

The essence of work design is how organizations define and structure jobs. 
Historically, there was a general trend toward increasingly specialized jobs, but more 
recently, the movement has consistently been away from extreme specialization. Two 
early alternatives to specialization were job rotation and job enlargement. Job enrich-
ment approaches stimulated considerable interest in job design. The job characteris-
tics theory grew from early work on job enrichment. One basic premise of this theory 
is that jobs can be described in terms of a specific set of motivational characteristics. 
Another is that managers should work to enhance the presence of those motivational 
characteristics in jobs but should also take individual differences into account.

Many different management challenges related to employee motivation can be addressed 
through methods related to work and rewards.

Table 6.2

Managerial Challenges Motivation Methods and Techniques

Job 
Design

Participation & 
Empowerment

Flexible 
Work

Goal 
Setting

Performance 
Management

Rewards

Firm has a low-cost business 
strategy but needs to moti-
vate employees

x x x x x

An employee feels he cannot 
meet his performance goals x x x x

An employee feels underpaid 
relative to her coworkers x x x x

An employee engages in 
inappropriate behavior (bul-
lying, ridiculing coworkers)

x x x x

A talented employee is not 
feeling challenged at work x x x x x

Because the work is repetitive, 
some employees find it boring 
and hard to stay motivated

x x x x
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Employee involvement using participative management and empowerment can 
help improve employee motivation in many business settings. New management 
practices such as the use of various kinds of work teams and of flatter, more decen-
tralized methods of organizing are intended to empower employees throughout the 
organization. Organizations that want to empower their employees need to under-
stand a variety of issues as they go about promotion participation. Flexible work 
arrangements are commonly used today to enhance motivated job performance. 
Among the more popular alternative arrangements are compressed workweeks, 
flexible work schedules, extended work schedules, job sharing, and telecommuting.

The goal-setting theory of motivation suggests that appropriate goal difficulty, 
specificity, acceptance, and commitment will result in higher levels of motivated per-
formance. Management by objectives, or MBO, extends goal setting throughout an 
organization by cascading goals down from the top of the firm to the bottom.

Performance measurement is the process by which work behaviors are measured 
and compared with established standards and the results recorded and communicated. 
Its purposes are to evaluate employees’ work performance and to provide informa-
tion for organizational uses such as compensation, personnel planning, and employee 
training and development. Three primary issues in performance appraisal are who 
does the appraisals, how often they are done, and how performance is measured.

The purpose of the reward system is to attract, retain, and motivate qualified 
employees and to maintain a pay structure that is internally equitable and externally 
competitive. Rewards have both surface and symbolic value. Rewards take the form of 
money, indirect compensation or benefits, perquisites, awards, and incentives. Factors 
such as motivational impact, cost, and fit with the organizational system must be con-
sidered when designing or analyzing a reward system. The effective management of a 
reward system requires that performance be linked with rewards. Managing rewards 
entails dealing with issues such as flexible reward systems, employee participation in 
the pay system, the secrecy of pay systems, and expatriate rewards.

The Orpheus Chamber Orchestra was conceived to help 

eliminate the disconnect between motivation and satisfac-

tion that exists in many orchestras. Indeed, the first princi-

ple in what’s now known as the “Orpheus Process” is this: 

“Put power in the hands of the people doing the work.” In 

most orchestras, the conductor makes more or less auto-

cratic decisions about what will be played and how. The 

input of musicians is neither sought nor welcomed, and 

unsolicited advice may be sharply rebuffed—and may, 

in fact, serve as grounds for dismissal. At Orpheus, says 

Parker, “we have a completely different structure to the 

way we approach rehearsal”: A core team of players 

selected by the orchestra from each instrument section 

plans and leads rehearsals for a given piece of music.

REAL-WORLD RESPONSE
ORCHESTRATING OUTCOMES

(Continued )
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According to Harvey Seifter, a consultant specializ-

ing in relationships between business and the arts, the 

Orpheus Process consists of five elements designed to 

put this principle into practice:

1. Choosing leaders: For each piece of music that 

the orchestra decides to perform, members select 

a leadership team composed of five to seven musi-

cians. This “core team” then leads rehearsals and 

serves as a conduit for members’ input. It’s also 

responsible for seeing that the final performance 

reflects “a unified vision.”

2. Developing strategies: Prior to rehearsals, the core 

team decides how a piece of music will be played. 

Its ultimate goal is to ensure “an overall integrative 

approach to the music,” and it works to meet this 

goal by trying out various approaches to the music 

during rehearsals with the full orchestra.

3. Developing the product: Once an interpretive 

approach has been chosen, rehearsals are geared 

toward refining it. At this point, players make 

suggestions and critique the playing of their col-

leagues. It is, of course, a highly collaborative 

stage in the process, and its success depends on 

mutual respect. “We’re all specialists—that’s the 

beginning of the discussion,” says violinist Martha 

Caplin. “When I talk to . . . another musician in the 

group, it’s on an equal level. It’s absolutely crucial 

that we have that attitude.” When disagreements 

arise, everyone works toward a consensus, and if 

a consensus can’t be reached, the issue is settled 

by a vote. Violinist Eriko Sato also emphasizes that 

the process of collaborative input works best when 

members focus their contributions on outcomes of 

the highest possible quality: “Fundamentally,” she 

says, “I don’t think everybody’s opinion should be 

addressed at all times. There are certain places 

and times for certain things to be said. The appro-

priate moment. Everybody knows what’s wrong; 

everybody can feel what’s wrong. But do you have 

a solution? Do you know how to solve a problem?”

4. Perfecting the product: Just before each concert, a 

couple of members take seats in the hall to listen to 

the performance from the audience’s perspective. 

Then they report to the full ensemble and may sug-

gest some final adjustments.

5. Delivering the product: The final performance is the 

ultimate result of the Orpheus Process, but it isn’t 

the last step. When the concert is over, members 

get together to share their impressions of the per-

formance and to make suggestions for even further 

refinements.

“If you ask any musician in the orchestra why they 

love playing with Orpheus,” says Parker, “it’s because 

they feel empowered. They don’t have anyone telling 

them what to do. They walk into the rehearsal hall and 

it’s their opportunity to influence [and] shape music, 

to make music with all their experience, all their train-

ing coming together.” Ask double bass player Don 

Palma, for instance. Palma took a sabbatical after 

one year with Orpheus to play with the Los Angeles 

Philharmonic. “I just hated it,” he says. “I didn’t like 

to be told what to do all the time, being treated like I 

wasn’t really worth anything other than to be a good 

soldier and just sit there and do as I was told. I felt 

powerless to affect things. . . . I felt frustrated, and there 

was nothing I could . . . do to help make things better.” 

By contrast, says Palma, “Orpheus keeps me involved. I 

have some measure of participation in the direction the 

music is going to take. I think that’s why a lot of us have 

stayed involved so long.”
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DISCUSSION QUESTIONS

1. What are the primary similarities and differences between job enrichment 
and the approach proposed by job characteristics theory?

2. What are the motivational consequences of increased employee involvement 
from the frame of reference of expectancy and equity theories?

3. What motivational problems might result from an organization’s attempt to 
set up work teams?

4. Which form of a flexible work schedule might you prefer? How do you think 
you would like telecommuting?

5. Develop a framework whereby an instructor could use goal setting in run-
ning a class such as this one.

6. Why are employees having their performance measured and evaluated all 
the time instead of simply being left alone to do their jobs?

7. In what ways is your performance as a student evaluated? How is the per-
formance of your instructor measured? What are the limitations of this 
method?

8. Can performance on some jobs simply not be measured? Why or why not?
9. As a student in this class, what “rewards” do you receive in exchange for your time 

and effort?

UNDERSTAND YOURSELF

Making Tough Decisions
Listed below are your notes on the performance of eight managers who work for 
you. Working alone, recommend salary increases for eight managers who have 
just completed their first year with the company and are now to be considered 
for their first annual raise. Keep in mind that you may be setting precedents 
and that you need to keep salary costs down. However, there are no formal com-
pany restrictions on the kind of raises you can give. Indicate the sizes of the 
raises that you would like to give each manager by writing a percentage next to 
each name.

Variations: The instructor might alter the situation in one of several ways. 
One way is to assume that all of the eight managers entered the company at 
the same salary, say $30,000, which gives a total salary expense of $240,000. If 
upper management has allowed a salary raise pool of 10 percent of the current 
salary expenses, then you as the manager have $24,000 to give out as raises. In 
this variation, students can deal with actual dollar amounts rather than just 
percentages for the raises. Another interesting variation is to assume that all of 
the managers entered the company at different salaries, averaging $30,000. (The 
instructor can create many interesting possibilities for how these salaries might 
vary.) Using whatever additional information provided by your instructor, you 
must then suggest salaries for the different managers.

____  % Abraham McGowan. Abe is not, as far as you can tell, a good performer. 
You have checked your view with others, and they do not feel that he is 
effective either. However, you happen to know he has one of the  toughest 
workgroups to manage. His subordinates have low skill levels, and the 
work is dirty and hard. If you lose him, you are not sure whom you could 
find to replace him.
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____ % Benjy Berger. Benjy is single and seems to live the life of a carefree 
bachelor. In general, you feel that his job performance is not up to par, and 
some of his “goofs” are well known to his fellow employees.

____ % Clyde Clod. You consider Clyde to be one of your best subordinates. 
However, it is obvious that other people do not consider him to be an 
 effective manager. Clyde has married a rich wife, and as far as you know, 
he does not need additional money.

____ % David Doodle. You happen to know from your personal relationship with 
“Doodles” that he badly needs more money because of certain personal 
problems he is having. As far as you are concerned, he also happens to be 
one of the best of your subordinates. For some reason, your enthusiasm is 
not shared by your other subordinates, and you have heard them make 
joking remarks about his performance.

____ % Ellie Ellesberg. Ellie has been very successful so far in the tasks she 
has undertaken. You are particularly impressed by this because she has a 
hard job. She needs money more than many of the other people, and you 
are sure that they respect her because of her good performance.

____ % Fred Foster. Fred has turned out to be a very pleasant surprise to you. 
He has done an excellent job, and it is generally accepted among the 
 others that he is one of the best people at the company. This surprises you 
because he is constantly frivolous and does not seem to care very much 
about money and promotion.

____ % Greta Goslow. Your opinion is that Greta is just not cutting the mus-
tard. Surprisingly enough, however, when you check to see how others feel 
about her, you discover that her work is very highly regarded. You also 
know that she badly needs a raise. She was recently widowed and is find-
ing it extremely difficult to support her household and her young family of 
four.

____ % Harry Hummer. You know Harry personally, and he just seems to 
 squander his money continually. He has a fairly easy job assignment, and 
your view is that he does not do it particularly well. You are, therefore, 
quite surprised to find that several of the other new managers think that 
he is the best of the new group.

After you have made the assignments for the eight people, you will have a 
chance to discuss them either in groups or in the larger class.

Follow-up Questions
 1. Is there a clear difference between the highest and lowest performer? Why or 

why not?
 2. Did you notice differences in the types of information that you had avail-

able to make the raise decisions? How did you use the different sources of 
information?

 3. In what ways did your assignment of raises reflect different views of 
motivation?

Source: Lawler, E. E., III. (1975). Motivation Through Compensation, adapted by D. T. Hall. In 
Instructor’s Manual for Experiences in Management and Organizational Behavior. New York: John 
Wiley & Sons. 
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GROUP EXERCISE

Albert Q. Fixx, the founder and CEO of your company, a small manufacturer of 
auto parts, has long been committed to the continuous improvement of the firm’s 
management practices through the application of modern management tech-
niques. It seems that Mr. Fixx spent the past weekend at a seminar conducted 
by a nationally respected consultant on management effectiveness. The prin-
cipal speaker and the group sessions focused squarely on the use of employee 
participation as means of improving company-wide productivity and enhancing 
employees’ commitment to their jobs.

So inspired was Mr. Fixx by his weekend experience that he went straight 
back to his office on Sunday night, where he composed and sent an email that all 
managers would find in their inboxes bright and early on Monday morning. After 
recapping his eye-opening weekend, he wrote the following:

I am convinced that participative management is the key to improving 
productivity at this company. Because you did not have the advantage of 
attending the same seminar that I did, I am attaching copies of all the 
handouts that were given to participants. They explain everything you 
need to know about practicing participative management, and I expect all 
of you to begin putting these principles into practice, starting this week. 
As of now, both I myself and this company are committed to participa-
tive management. Those of you who do not undertake the application of 
 participative-management principles in your departments will find it very 
difficult to remain with a forward-looking company like A.Q. Fixx.

Your instructor will divide the class into groups of four to seven people. Each 
member of the group will pretend to be a manager at A.Q. Fixx, and your group 
of “managers” will discuss each of the following issues. Be prepared to discuss the 
group’s thinking on each issue, even if the group doesn’t reach a consensus.

Questions
 1. What are the chances that Mr. Fixx’s email will spur effective participative 

management at the company? Are the odds better or worse than 50/50?
 2. How has each individual manager responded to the email? Is your response 

consistent with that of most group members, or do you find yourself taking 
a stance that’s different, even if only slightly so? If you’ve taken a different 
stance, do you think it’s worthwhile trying to convince the group to come 
around to your way of thinking? Why or why not?

 3. What is the group’s opinion of Mr. Fixx’s approach to implementing partici-
pative management at the company? If you don’t regard his approach as the 
best way of implementing participative practices—or his email as the best 
means of introducing the subject—discuss some ways in which he could have 
improved his approach.
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SOCIAL AND GROUP PROCESSES  
IN ORGANIZATIONS
  CHAPTER 7 Groups and Teams

  CHAPTER 8 Decision Making and Problem Solving

  CHAPTER 9 Communication

CHAPTER 10 Managing Conflict and Negotiating

3
P A R T 

As you should recall from Chapter 1, managers work to make their organizations effective by enhancing performance 
behaviors, enhancing commitment and engagement, promoting citizenship behaviors, and minimizing dysfunctional 
behaviors by their employees. Chapter 2 identified several environmental factors that must be considered. In Part 2 we 
asked the question “Why do individuals do what they do?” and addressed this question by discussing individual char-
acteristics, values, perceptions, and reactions, employee motivation concepts and theories, and how work and rewards 
can be used to enhance motivation.

In Part 3 we ask a different question: “Why do groups and teams do what they do?” As was the case with indi-
viduals, we need to look at a number of different perspectives to better understand group and team behaviors and 
their role in promoting organizational effectiveness. We start in Chapter 7 by discussing groups and teams as essential 
parts of organizations and therefore a major determinant of the success of any organization. We then describe deci-
sion making and problem solving in Chapter 8. Although decision making may also be an individual activity, it often 
takes place in a group or team context and usually affects others. Communication is covered in Chapter 9. Finally, 
Chapter 10 addresses another important set of factors related to groups and team, conflict and negotiation. At the 
conclusion of Part 3 you should have a better and clearer understanding of why groups and teams do what they do.

How does the
environment matter?

What makes managers
and organizations effective?
• Enhancing performance
 behaviors
• Enhancing commitment and
 engagement
• Promoting citizenship
 behaviors
• Minimizing dysfunctional
 behaviors

Why do individuals
do what they do?
• Individual 
 characteristics
• Individual values,
 perceptions, and
 reactions
• Motivating behavior
• Motivating behavior
 with work and
 rewards

Why do groups and
teams do what they
do?
• Groups and teams
• Decision making and
 problem solving
• Communication
• Conflict and
 negotiation

Why does leadership
matter?
• Traditional leadership
 approaches
• Modern leadership
 approaches
• Power, influence, and
 politics

How do 
organizational
characteristics
influence
effectiveness?
• Organization structure
 and design
• Organization culture
• Change management

How does the
environment matter?
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GROUPS AND TEAMS7
C H A P T E R 

Real-World Challenge: Teamwork  
at Starbucks
TYPES OF GROUPS AND TEAMS

Workgroups
Teams
Informal Groups

GROUP PERFORMANCE FACTORS
Improve Your Skills: Diagnosing Team 
Problems

Group Composition
Group Size
Group Norms
Group Cohesiveness

Understand Yourself: Are You Emotionally 
Intelligent?

Informal Leadership
CREATING NEW GROUPS AND TEAMS

Stages of Group and Team Development

Understanding Team Performance 
Factors
The Implementation Process

MANAGING TEAMS
Understanding Benefits and Costs  
of Teams

Case Study: Teamwork at IDEO
Promoting Effective Performance
Teamwork Competencies

EMERGING TEAM OPPORTUNITIES  
AND CHALLENGES

Virtual Teams
Diversity and Multicultural Teams

Global Issues: Increasing the Effectiveness of 
Multicultural Teams
SUMMARY AND APPLICATION
Real-World Response: Teamwork  
at Starbucks

After studying this chapter, you should be able to:

1 Define groups and teams and identify and describe several types of each.

2 Identify the five core group performance factors and relate them to groups and teams in 
organizations.

3 Discuss the stages of group and team development, other team performance factors, 
and the implementation process in the context of creating new teams.

4 Identify the primary benefits and costs of teams, how managers can promote effective 
team performance, and important team competencies.

5 Describe emerging team opportunities and challenges related to virtual teams and 
diversity and multicultural teams.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

TEAMWORK AT STARBUCKS

Coffee giant Starbucks believes that teamwork is essential to its strategic execution and ulti-

mate success.1 Reinforcing this belief, Starbucks’ core values include teamwork, diversity, 

and equal participation. Employees are called by their first names and are referred to as 

“partners” rather than by hierarchical titles. Teamwork is seen as so important to the com-

pany’s success that new hires spend several days learning how to be part of the Starbucks 

team. Employees also work together on the front line, eliminating the distance between 

different jobs of different status.2

When Starbucks started planning for its expansion into South Korea, it realized that 

the country’s culture valued hierarchical relationships and power distance, which were 

inconsistent with the company’s equality and teamwork values. Starbucks had to decide 

if it wanted to change its organizational structure in South Korea to better fit the country’s 

national culture, or stay the same to maintain its core values.3

Imagine that Starbucks asks for your advice on how it should handle its expansion into 

South Korea. After reading this chapter, you should have some good ideas.
MICHELLE GILDERS/ALAMY STOCK PHOTO
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240 PART 3 | Social and Group Processes in Organizations

In Chapter 1 we noted the pervasiveness of human behavior in organizations 
and the importance of interactions among people as critical to achieving import-
ant outcomes for organizations. Indeed, a great deal of all managerial work 
involves interacting with other people, both directly and indirectly and both 
inside and outside the organization. Moreover, much of the work in organiza-
tions is accomplished by people working together in groups and teams. This 
chapter is the first of four that deal primarily with interpersonal processes 
in organizations. The opening pages to this part again present the organizing 
framework for this book we developed back in Chapter 1. This will enable you 
to better understand where we are in our discussion and what lies ahead. We 
begin in this chapter by discussing groups and teams in organizations. In the 
next three chapters in this part, we focus on decision making and problem solv-
ing (Chapter 8), interpersonal communication (Chapter 9), and conflict and 
negotiation (Chapter 10).

TYPES OF GROUPS AND TEAMS
There are literally hundreds of definitions of the term group. Groups have been 
defined in terms of perceptions, motivation, organization, interdependencies, 
interactions, and myriad other elements. We will simply define a group as two 
or more persons who interact with one another such that each person influences 
and is influenced by each other person.4 Two people who are physically near each 
other are not a group unless they interact and have some influence on each other. 
Coworkers may work side by side on related tasks—but if they do not interact, 
they are not a group.

We should also note that groups and teams are not necessarily the same 
thing. All teams are groups, but not all groups are teams. We will define teams 
as an interdependent collection of at least two individuals who share a common 
goal and share accountability for the teams as well as their own outcomes.5 A key 
part of this definition is that team members are interdependent with respect to 
information, resources, and skills. As tasks become more complex, they require 
greater coordination among team members. Team members’ roles become inter-

dependent, increasing the need for teamwork, reciprocal com-
munication, and feedback. Communication 

and collaboration demands also 
increase dramatically.6 So all teams 
are groups, but groups are not neces-
sarily teams. For the sake of simplicity, 
we will generally use terms “groups” 
and “teams” interchangeably in this 
discussion.

group
Two or more people 
who interact with one 
another such that each 
person influences and is 
influenced by each other 
person

team
An interdependent 
collection of at least two 
individuals who share a 
common goal and share 
accountability for the 
team’s as well as their 
own outcomes

Groups are prevalent throughout most 
organizations. A variety of different kinds of 
workgroups and teams like this one perform many 
different kinds of functions and play a number of 
different roles.
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  CHAPTER 7 | Groups and Teams 241

Workgroups
Workgroups are formal groups established by the organization to do its work. 
Workgroups include command (or functional) groups and affinity groups (as 
well as teams). A command group is relatively permanent and is character-
ized by functional reporting relationships such as having both a group manager 
and those who report to the manager. Command groups are usually included in 
the organization chart. Affinity groups are relatively permanent collections of 
employees from the same level in the organization who meet on a regular basis 
to share information, capture emerging opportunities, and solve problems.7

In business organizations, most employees work in command groups, as 
typically specified on an official organization chart. The size, shape, and organi-
zation of a company’s command group can vary considerably. Typical command 
groups in organizations include the quality-assurance department, the customer 
service department, the cost-accounting department, and the human resource 
department. Other types of command groups include work teams organized as in 
the Japanese style of management, in which subsections of manufacturing and 
assembly processes are each assigned to a team of workers. The team members 
decide among themselves who will perform each task.

Affinity groups are a special type of formal group: They are set up by the 
organization, yet they are not really part of the formal organization structure. 
They are not really command groups because they are not part of the organi-
zational hierarchy, yet they are not task groups because they stay in existence 
longer than any one task. Affinity groups are groups of employees who share 
roles, responsibilities, duties, and interests, and which represent horizontal slices 
of the normal organizational hierarchy. Because the members share important 
characteristics such as roles, duties, and levels, they are said to have an affinity 
for one another. The members of affinity groups usually have very similar job 
titles and similar duties but are in different divisions or departments within the 
organization.

Affinity groups meet regularly, and members have assigned roles such as 
recorder, reporter, facilitator, and meeting organizer. Members 
follow simple rules such as communicating 
openly and honestly, listening actively, 
respecting confidentiality, honoring 
time agreements, being prepared, stay-
ing focused, being individually account-
able, and being supportive of each other 
and the group. The greatest benefits of 
affinity groups are that they cross exist-
ing boundaries of the organization and 
facilitate better communication among 

workgroup
A formal group formed 
by an organization to do 
its work

command group
A relatively permanent, 
formal group with 
functional reporting 
relationships and is 
usually included in the 
organization chart

affinity groups
Collections of employees 
from the same level in 
the organization who 
meet on a regular basis 
to share information, 
capture emerging 
opportunities, and solve 
problems

Groups composition plays a big role in how a group 
functions and performs. For example, the group on the 
left includes people who, on the surface at least, seem 
very different from one another along several obvious 
dimensions. The group on the right, though, is comprised 
of people who appear to be very similar to one another. 
These differences and similarities will affect how the 
groups members interact and the outcomes they are able 
to achieve.
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242 PART 3 | Social and Group Processes in Organizations

diverse departments and divisions throughout the organization. For instance, 
the Eli Lilly Company formally recognizes eight affinity groups within its orga-
nization. One focuses on Chinese Culture. Its members, including both Chinese 
and non-Chinese employees, meet regularly to help bridge cultural differences. 
Another group at Eli Lilly is called the Women’s Network and focuses on gender 
issues. Employees in some companies form book clubs and meet regularly to dis-
cuss books of common interest.

Teams
Organizations also use a wide variety of different types of teams. The most com-
mon types of teams are summarized in Table 7.1. There are many different types 
of teams. Each type of team is composed of different members and responsible for 
different types of tasks. The members of functional teams come from the same 
department or functional area. A team of marketing employees and a team of 
finance employees are examples of functional teams.

Cross-functional teams have members from different departments or func-
tional areas. This is one of the most common types of work teams. An example of 
a cross-functional team is a top-management team with members representing 
different functions or units of the organization. Some organizations are organized 
such that the company’s core work is done in cross-functional teams. For exam-
ple, IDEO, a product innovation and design company, believes that interdisciplin-
ary teamwork boosts innovation and creativity.8 Teams share and improve ideas, 
building on their members’ skills and providing more opportunities for problem 
solving. Steelcase, IDEO, Hammel, Green, and Abrahamson, and the Mayo Clinic 
all use cross-functional teams composed of employees with different expertise to 
enhance creativity and team performance.9

Cross-functional teams have several strengths. In addition to getting things 
done faster, particularly customer service and new product development, they can 
increase creativity. Cross-functional teams also improve a firm’s ability to solve com-
plex problems by bringing different skill sets, perceptions, and experiences together. 
Because they bring diverse people from different functional areas together, they 
also increase employees’ knowledge about other areas of the organization. The same 
diversity that can be a strength for cross-functional teams can also be a weakness 
if this diversity is not properly managed and conflicts are not effectively handled.

functional team
A team whose members 
come from the same 
department or function 
area

cross-functional team
A team whose members 
come from different 
departments or functional 
areas

Types of Teams
Table 7.1

Functional teams members come from the same department or functional area

Cross-functional teams members come from different departments or functional areas

Problem-solving teams teams created to solve problems and make improvements

Self-directed teams set their own goals and pursue them in ways defined by the team

Venture teams teams that operate semi-autonomously to create and develop new  
products, processes, or businesses

Virtual teams teams of geographically and/or organizationally dispersed coworkers 
who communicate using telecommunications and information technologies

Global teams face-to-face or virtual teams whose members are from different countries
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Virtual teams are becoming increasingly common 
in organizations. New forms of technology, coupled 
with pressures to reduce travel costs, make it easy 
for colleagues who are geographically dispersed to 
interact in ways that mirror face-to-face interactions. 
Of course, they may also have a reduced personal 
connection with their colleagues when meeting this way.

Problem-solving teams are teams established to solve problems and make 
improvements at work. The core strength of problem-solving teams is that 
because employees are the ones actually doing the work, they usually know the 
job best. Putting employees on teams responsible for solving problems puts this 
expertise to work. For example, Colgate and JM Huber, a raw material supplier, 
jointly assembled a multidisciplinary team to identify ways to reduce costs. The 
team ultimately realized savings of hundreds of thousands of dollars.10 Quality 
circles can exist for long periods whereas suggestion teams are short-lived and 
assembled to address specific issues. Problem-solving teams can also increase 
employees’ commitment to decisions because they were involved in making 
them. Organizations are increasingly turning to outside teams to help them solve 
important problems. When Netflix sponsored a contest to improve the accuracy 
of its movie recommendation system, more than 40,000 teams from 186 countries 
formed to vie for the million-dollar prize.11

Self-directed teams set their own goals and pursue them in ways decided 
by the team. Team members are responsible for tasks typically reserved for team 
leaders or managers, including scheduling work and vacations, ordering supplies, 
and evaluating their performance. At 3M (makers of Post-It Notes, Scotch Tape, 
and myriad other products), self-directed work teams have made improvements 
in products, services, and processes while increasing customer responsiveness, 
lowering operating costs, increasing productivity, and decreasing cycle times. 
Self-directed teams can improve commitment, quality, and efficiency. Cross-
trained team members also help to increase the flexibility of the team during 
staffing shortages. Self-directed teams are difficult to implement, however, as 
they require specific self-management and team skills that many employees lack.

Venture teams are teams that operate semi-autonomously to create and 
develop new products (product development teams), processes (process design 
teams), or businesses (venture teams).12 Separating a team from the formal 
structure of the rest of the organization can enhance its innovativeness and 
speed up cycle time.

Virtual teams are teams of geographically and/or organizationally dis-
persed coworkers who communicate using the Internet and other information 
technologies.13 Some virtual team members may never see each 
other face-to-face. Many organizations use virtual 
teams to accomplish a variety of goals. 
For example, PricewaterhouseCoopers, 
one of the world’s largest accounting 
firms, with more than 236,000 employ-
ees in 158 countries, uses virtual teams 
to bring employees from around the globe 
“together” for a week or two to prepare 
work for a particular client. The Whirlpool 
Corporation used a virtual team composed 
of experts from the United States, Brazil, 

problem-solving teams
Teams established to 
solve problems and make 
improvements at work

self-directed teams
Teams that set their own 
goals and pursue them 
in ways decided by the 
team

venture teams
Teams that operate 
semi-autonomously to 
create and develop 
new products (product 
development teams), 
processes (process design 
teams), or businesses 
(venture teams)

virtual teams
Teams of geographically 
and/or organizationally 
dispersed coworkers 
who communicate using 
the Internet and other 
information technologies
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244 PART 3 | Social and Group Processes in Organizations

and Italy during a two-year project to develop a chlorofluorocarbon-free refriger-
ator.14 You will learn more about virtual teams later in this chapter.

Global teams have members from different countries. Global teams can be 
virtual or meet face-to-face. Procter & Gamble, a multinational manufacturer 
of family, personal, and household care products, uses global teams to allow 
employees at its Cincinnati headquarters to collaborate with employees and 
suppliers all over the world. Bosch und Siemens Hausgeräte GmbH (BSH) is a 
global company that operates forty-eight production sites and forty-one facto-
ries in fifty countries across Europe, Asia, the United States, and Latin America. 
The company sells household appliances under brand names including Bosch 
and Siemens and uses global teams of employees from Spain, China, and Latin 
America to develop technologies and concepts for new products.

Informal Groups
Whereas formal groups and teams are established by an organization, informal 
groups are formed by their members and consist of friendship groups, which are 
relatively permanent, and interest groups, which may be shorter-lived. Friendship 
groups arise out of cordial personal relationships among members and the enjoy-
ment they get from being together. Interest groups are organized around a com-
mon activity or interest, although friendships may also develop among members.

Good examples of interest groups are the networks of working women that have 
developed over the last several years. Many of these groups began as informal social 
gatherings of women who wanted to meet with other women working in male-dom-
inated organizations, but they soon developed into interest groups whose benefits 
went far beyond their initial social purposes. The networks became information sys-
tems for counseling, job placement, and management training. Some networks were 
eventually established as formal, permanent associations; some remained informal 
groups based more on social relationships than on any specific interest; and oth-
ers eventually dissolved. These groups may be partly responsible for the continued 
increase in the percentage of women in managerial and administrative jobs.

GROUP PERFORMANCE FACTORS
The performance of any group is affected by several factors (in addition to 
its reasons for forming and the stages of its development, discussed later). 
In a high-performing group, a group synergy often develops in which the 
group’s performance is more than the sum of the individual contributions of 
its members. Several additional factors may account for this accelerated per-
formance.15 The five basic group performance factors are composition, size, 
norms, cohesiveness, and informal leadership. If you are part of a group or 
team that is not performing effectively, the Improve Your Skills feature might 
be a useful diagnostic tool.

Group Composition
The composition of a group plays an important role in determining group 
productivity.16 Group composition is most often described in terms of the 

global teams
Teams with members from 
different countries

informal group
Is established by its 
members

friendship group
Is relatively permanent 
and informal and draws 
its benefits from the social 
relationships among its 
members

interest group
Is relatively temporary 
and informal and is 
organized around a 
common activity or 
interest of its members

group composition
The degree of similarity 
or difference among 
group members on 
factors important to the 
group’s work
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I M P R OV E  Y O U R  S K I L L S
DIAGNOSING TEAM PROBLEMS

Here are some questions you can ask in diagnosing team 
issues.
 1. Clear direction

• Can each of the team members articulate the pur-
pose that the team exists to achieve?

 2. A real team task
• Is the team assigned collective responsibility for all 

of its customers and major outputs?
• Does the team make collective decisions about work 

strategies (rather than leaving it to individuals)?
• Are team members willing and able to help one 

another?
• Does the team get team-level feedback about its 

performance?
 3. Team rewards

• Are more than 80 percent of all rewards available 
to teams only, and not to individuals?

 4. Basic material resources
• Does the team have its own meeting space?
• Can the team easily get the basic materials it needs 

to do its work?

 5. Authority to manage the work
• How to meet client demands
• Which actions to take, and when
• Whether to change their work strategies when they 

deem necessary
• Do team members have the authority to decide the fol-

lowing without first receiving special authorization?
 6. Team goals

• Can team members articulate specific and shared 
team goals?

 7. Improvement norms
• Do team members encourage one another to detect 

and solve problems?
• Do members openly discuss differences in what 

members have to contribute to the team?
• Do members encourage experimentation with new 

ways of operating?
• Does the team actively seek to learn from other 

teams?

Source: Wageman, R. (1997, Summer). Critical Success Factors for Creating 
Superb Self-Managing Teams. Organizational Dynamics, 26(1), 59.

homogeneity or heterogeneity of the members. A group is homogeneous if the 
members are similar in one or several ways that are critical to the work of the 
group, such as in age, work experience, education, technical specialty, or cul-
tural background. In heterogeneous groups, the members differ in one or more 
ways that are critical to the work of the group. Homogeneous groups often are 
created in organizations when people are assigned to command groups based 
on a similar technical specialty. Although the people who work in such com-
mand groups may differ in some ways, such as in age or work experience, they 
are homogeneous in terms of a critical work performance variable: technical 
specialty.17

A substantial amount of research has explored the relationship between 
a group’s composition and its productivity. The group’s heterogeneity in terms 
of age and tenure with the group has been shown to be related to turnover: 
Groups with members of different ages and experiences tend to experience 
frequent changes in membership.18 A homogeneous group is likely to be more 
productive when the group task is simple, cooperation is necessary, the group 
tasks are sequential, or quick action is required. A heterogeneous group is 
more likely to be productive when the task is complex, requires a collective 
effort (that is, each member does a different task, and the sum of these efforts 
constitutes the group output), and demands creativity, and when speed is less 
important than thorough deliberations. For example, a group asked to generate 
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246 PART 3 | Social and Group Processes in Organizations

ideas for marketing a new product probably needs 
to be heterogeneous to develop as many different 
ideas as possible.

The link between group composition and type of 
task is explained by the interactions typical of homo-
geneous and heterogeneous groups. A homogeneous 
group tends to have less conflict, fewer differences 
of opinion, smoother communication, and more inter-
actions. When a task requires  cooperation and speed, 
a homogeneous group is therefore more desirable. If, 

however, the task requires complex analysis of information and creativity to 
arrive at the best possible solution, a  heterogeneous group may be more appro-
priate because it generates a wide range of viewpoints. More discussion and more 
conflict are likely, both of which can enhance the group’s decision making.

Group composition becomes especially important as organizations become 
increasingly more culturally diverse.19 Cultures differ in the importance 
they place on group membership and in how they view authority, uncertainty, 
and other important factors. Increasing attention is being focused on how to 
deal with groups made up of people from different cultures.20 In general, a 
manager in charge of a culturally diverse group can expect several things. 
First, members will probably distrust one another. Stereotyping will present 
a problem, and communication problems will almost certainly arise. Thus, 
managers need to recognize that such groups will seldom function smoothly, 
at least at first. Managers may therefore need to spend more time helping a 
culturally diverse group through the rough spots as it matures, and they 
should allow a  longer-than-normal time before expecting it to carry out its 
assigned task.

Group Size
A group—the number of people in the group—can 
have as few as two members or as many members 
as can interact and influence one another. Group 
size can have an important effect on performance. 
A group with many members has more resources 

The size of a group may impact the ability of its members 
to interact with one another. This group, for instance, is 
probably too large to function effectively as a single entity. In 
all likelihood the group members will form smaller sub-groups, 
which some of them seem to be doing.

Social loafing occurs when one or more members of a group put forth 
less effort than others and let other members of the group pick up the 
slack. This man, for example, is distracted and not paying attention to 
what his team members are doing. But he may end up getting just as 
much credit as they do when their project is completed.
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available and may be able to complete a large number of relatively indepen-
dent tasks. In groups established to generate ideas, those with more members 
tend to produce more ideas, although the rate of increase in the number of ideas 
 diminishes rapidly as the group grows.21 Beyond a certain point, the greater 
complexity of interactions and communication may make it more difficult for a 
large group to achieve agreement.

Interactions and communication are much more likely to be formalized in 
larger groups. Large groups tend to set agendas for meetings and to follow a pro-
tocol or parliamentary procedure to control discussion. As a result, time that oth-
erwise might be available to work on tasks is taken up in administrative duties 
such as organizing and structuring the interactions and communications within 
the group. Also, the large size may inhibit participation of some people and 
increase absenteeism; some people may stop trying to make a meaningful contri-
bution and may even stop coming to group meetings if their repeated attempts to 
contribute or participate are thwarted by the sheer number of similar efforts by 
other members. Furthermore, large groups present more opportunities for inter-
personal attraction, leading to more social interactions and fewer task interac-
tions. Social loafing is the tendency of some members of groups not to put forth 
as much effort in a group situation as they would working alone. Social loafing 
often results from the assumption by some members that if they do not work 
hard, other members will pick up the slack. How much of a problem this becomes 
depends on the nature of the task, the characteristics of the people involved, and 
the ability of the group leadership to be aware of the potential problem and do 
something about it.

The most effective size of a group, therefore, is determined by the group 
members’ ability to interact and influence one another effectively. The need for 
interaction is affected by the maturity of the group, the tasks of the group, the 
maturity of individual members, and the ability of the group leader or manager 
to manage the communication, potential conflicts, and task activities. In some 
situations, the most effective group size is three or four; other groups can func-
tion effectively with fifteen or more members.

Group Norms
A norm is a standard against which the appropriateness of a behavior is judged. 
Thus, norms determine the behavior expected in a certain situation. Group norms 
usually are established during the second stage of group development (communi-
cation and decision making) and are carried forward into the maturity stage. By 
providing a basis for predicting others’ behaviors, norms enable people to behave 
in a manner consistent with and acceptable to the group. Without norms, the 
activities in a group would be chaotic.

Norms result from the combination of members’ personality character-
istics, the situation, the task, and the historical traditions of the group.22 
Norms can be positive or negative for individual and organizational outcomes 
because group members tend to follow them even if the consequences are neg-
ative. Lack of conformity to group norms may result in attempts to correct the 
deviant behavior, verbal abuse, physical threats, ostracism, or even ejection 
from the group. Group norms are enforced, however, only for actions that are 
important to group members. For example, if the office norm is for employees 
to wear suits to convey a professional image to clients, a staff member who 

social loafing
The tendency of some 
members of groups to put 
forth less effort in a group 
than they would when 
working alone

norm
A standard against which 
the appropriateness of a 
behavior is judged
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248 PART 3 | Social and Group Processes in Organizations

wears jeans and a sweatshirt violates the group norm and will hear about it 
quickly. But if the norm is that dress is unimportant because little contact 
with clients occurs in the office, the fact that someone wears blue jeans may 
not even be noticed.

Norms serve four purposes in organizations. First, they help the group 
survive. Groups tend to reject deviant behavior that does not help meet group 
goals or contribute to the survival of the group if it is threatened. Accordingly, 
a successful group that is not under threat may be more tolerant of deviant 
behavior. Second, they simplify and make more predictable the behaviors 
expected of group members. Because they are familiar with norms, members 
do not have to analyze each behavior and decide on a response. Members can 
anticipate the actions of others on the basis of group norms, usually resulting 
in increased productivity and goal attainment. Third, norms help the group 
avoid embarrassing situations. Group members often want to avoid damaging 
other members’ self-images and are likely to avoid certain subjects that might 
hurt a member’s feelings. And finally, norms express the central values of the 
group and identify the group to others. Certain clothes, mannerisms, or behav-
iors in particular situations may be a rallying point for members and may sig-
nify to others the nature of the group.23

Group Cohesiveness
Group cohesiveness is the extent to which a group is committed to remain-
ing together; it results from forces acting on the members to remain in the 
group. The forces that create cohesiveness are attraction to the group, resis-
tance to leaving the group, and motivation to remain a member of the group.24 
As shown in Figure 7.1, group cohesiveness is related to many aspects of 
group dynamics: maturity, homogeneity, manageable size, and frequency of 
interactions.

The figure also shows that group cohesiveness can be increased by compe-
tition or by the presence of an external threat. Either factor can focus mem-
bers’ attention on a clearly defined goal and increase their willingness to work 
together. Finally, successfully reaching goals often increases the cohesiveness 
of a group because people are proud to be identified with a winner and to be 
thought of as competent and successful. This may be one reason behind the pop-
ular expression “Success breeds success.” A group that is successful may become 
more cohesive and hence possibly even more successful. Of course, other factors 
can get in the way of continued success, such as personal differences, egos, and 
the lure of more individual success in other activities.

Research on group performance factors has focused on the relationship 
between cohesiveness and group productivity.25 Highly cohesive groups 
appear to be more effective at achieving their goals than groups that are 
low in cohesiveness, especially in research and development groups in U.S. 
companies.26 However, highly cohesive groups will not necessarily be more 
productive in an organizational sense than groups with low cohesiveness. As 
Figure 7.2 illustrates, when a group’s goals are compatible with the organi-
zational goals, a cohesive group probably will be more productive than one 
that is not cohesive. In other words, if a highly cohesive group has the goal of 
contributing to the good of the organization, it is very likely to be productive 
in organizational terms. If such a group decides on a goal that has little to do 
with the business of the organization, it will probably work to achieve its own 

group cohesiveness
The extent to which a 
group is committed to 
staying together
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goal even at the expense of any organizational goals that might be compro-
mised by the group’s efforts.

Cohesiveness may also be a primary factor in the development of certain 
problems for some decision-making groups. An example is groupthink, which 
occurs when a group’s overriding concern is a unanimous decision rather than 

groupthink
Occurs when a group’s 
overriding concern is 
a unanimous decision 
rather than a critical 
analysis of alternatives

Factors That Affect Group Cohesiveness and Consequences of Group 
Cohesiveness

Figure 7.1

Goal Accomplishment
Personal Satisfaction of
  Members
Increased Quantity and
  Quality of Interactions
Groupthink

Difficulty in Achieving Goals
Increased Likelihood of
  Disbanding
Fewer Interactions
Individual Orientation
Lower Commitment to Group
  Goals

Homogeneous Composition
Mature Development
Relatively Small Size
Frequent Interactions
Clear Goals (Competition or
  External Threat)
Success

Heterogeneous Composition
Recent Formation
Large Size
Physical Dispersion
Ambiguous Goals
Failure

Consequences of Low 
Cohesiveness

Factors That Increase
Cohesiveness

Consequences of High
Cohesiveness

Factors That Decrease
Cohesiveness

The factors that 
increase and decrease 
cohesiveness and the 
consequences of high 
and low cohesiveness 
indicate that although it is 
often preferable to have a 
highly cohesive group, in 
some situations the effects 
of a highly cohesive 
group can be negative 
for the organization.

Group Cohesiveness, Goals, and Productivity
Figure 7.2
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This figure shows that the 
best combination is for 
the group to be cohesive 
and for the group’s goals 
to be congruent with the 
organization’s goals. The 
lowest potential group 
performance also occurs 
with highly cohesive 
groups when the group’s 
goals are not consistent 
with the organization’s 
goals.
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250 PART 3 | Social and Group Processes in Organizations

critical analysis of alternatives.27 (We will discuss groupthink in Chapter 8.) 
These problems, together with the evidence regarding group cohesiveness and 
productivity, mean that a manager must carefully weigh the pros and cons of 
fostering highly cohesive groups.

Finally, there is emerging evidence that the emotional intelligence of 
group members can promote cohesiveness. In this context, emotional intelli-
gence refers to interpersonal capability that includes the ability to perceive 
and express emotions, to understand and use them, and to manage emo-
tions in oneself and other people.28 Groups with less well-defined emotional 
intelligence climates experience increased task and relationship conflict and 
increased conflict intensity.29 The U.S. Air Force and L’Oreal use emotional 
intelligence training to improve team performance. This chapter’s Understand 
Yourself feature will help you to evaluate and understand your emotional 
intelligence skills.

Informal Leadership
The final group performance factor is informal leadership. Most functional groups 
and teams have a formal leader—that is, one appointed by the organization or 
chosen or elected by the members of the group. Because friendship and interest 

Emotional intelligence will help you to be a more effective 
group and team member, and increase your effectiveness in 
many other areas as well. The following questions will help 
you to assess yourself on four aspects of emotional intelli-
gence. Please answer each question honestly using the follow-
ing scale. Write the number from 1 to 7 that corresponds to 
your answer on the scale in the space to the left of each item 
number.

___  1. I am able to fit into any situation.
___  2. I have the ability to make others feel interesting.
___  3. I know what makes others tick.
___  4. I get along well with people I have just met.

___  5. I am good at sensing what others are feeling.
___  6. I know what to say to make people feel good.

Scoring and Interpretation: Each score is out of a maximum 
score of 28. The accuracy and usefulness of your score 
depends on the accuracy of your self-perceptions.

A score above 30 reflects high self-emotion appraisal and 
means that you have a good understanding of your own and 
others’ emotions. Being sensitive to what others are feeling 
and using your emotions to drive positive behavior is import-
ant in both your work and personal lives. Reflect on each of 
the items you scored lower and think about what you might 
do to improve in these areas. It is important to remember that 
the usefulness of your scores depend on the accuracy of your 
self-perceptions.

Source: The International Personality Pool representation of the items from 
Peterson, C., & Seligman, M. E. P. (2004). Character strengths and vir-
tues: A handbook and classification. New York: Oxford University Press 
and Washington, DC: American Psychological Association. International 
Personality Item Pool Social/Personal/Emotional Intelligence, IPIP.org, https://
ipip.ori.org/newVIAKey.htm#Soc_Pers_Emot_Intelligence.

U N D E R S TA N D  Y O U R S E L F
ARE YOU EMOTIONALLY INTELLIGENT?

strongly 
disagree disagree slightly 

disagree neutral slightly 
agree agree strongly 

agree

1 2 3 4 5 6 7
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An informal leader is someone who 
engages in leadership activities without 
the formal authority to do so. Take these 
construction supervisors, for instance. The 
project manager may be away handling 
other responsibilities and one of the two 
supervisors in the center is taking charge 
during the manager’s absence. This super-
visor, then, is emerging as an informal 
leader by taking on a larger role than 
has been actually granted to them by the 
company.

groups are formed by the members 
themselves, however, any formal 
leader must be elected or designated 
by the members. Although some 
groups do designate such a leader (a 
softball team may elect a captain, for 
example), many do not. Moreover, even 
when a formal leader is designated, the group or team may also look to others for 
leadership. An informal leader is a person who engages in leadership activities 
but whose right to do so has not been formally recognized. The formal and the 
informal leader in any group or team may be the same person, or they may be 
different people. For example, most groups and teams need people to play both 
task and socioemotional roles. An informal leader is likely to be a person capable 
of carrying out both roles effectively. If the formal leader can fulfill one role but 
not the other, an informal leader often emerges to supplement the formal leader’s 
functions. If the formal leader can fill neither role, one or more informal leaders 
may emerge to carry out both sets of functions.

Is informal leadership desirable? In many cases, informal leaders are quite 
powerful because they draw from referent or expert power. When they are work-
ing in the best interests of the organization, they can be a tremendous asset. 
Notable athletes like Tom Brady, LeBron James, and Abby Wambach are excel-
lent examples of informal leaders. However, when informal leaders work counter 
to the goals of the organization, they can cause significant difficulties. Such 
leaders may lower performance norms, instigate walkouts or wildcat strikes, or 
 otherwise disrupt the organization.

CREATING NEW GROUPS AND TEAMS
Managers frequently have the opportunity to create new groups and teams. 
Given the significant roles that groups and teams can play in organizational 
effectiveness, it is clearly important that this process be approached logically and 
rationally. In general, if a new group or team is being created, managers should 
be aware of the stages that groups and teams go through, understand how vari-
ous performance factors should be considered, and be aware of the formal process 
experts suggest for implementing teams.

informal leader
A person who engages 
in leadership activities 
but whose right to do so 
has not been formally 
recognized by the 
organization or group
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252 PART 3 | Social and Group Processes in Organizations

Stages of Group and Team Development
Groups are not static, and when a new group or team is created it generally 
goes through some “growing pains” before it becomes fully functional. Traditional 
research on small groups per se (as opposed to teams) has focused on a four-stage 
development process: (1) mutual acceptance, (2) communication and decision 
making, (3) motivation and productivity, and (4) control and organization.30 The 
stages and the activities that typify them are shown in Figure 7.3. We will dis-
cuss the stages as separate and distinct. It is difficult to pinpoint exactly when 
a group moves from one stage to another, however, because the activities in the 
phases tend to overlap.

Mutual Acceptance
In the mutual acceptance stage of group development (also called the forming 
stage), the group forms, and members get to know one another by sharing infor-
mation about themselves. They often test one another’s opinions by discussing 
subjects that have little to do with the group, such as the weather, politics, sports, 
or recent events within the organization. Some aspects of the group’s task, such 
as its formal objectives, may also be discussed at this stage. However, such dis-

mutual acceptance stage
Characterized by 
members’ sharing 
information about 
themselves and getting to 
know one another

Figure 7.3
Stages of Group Development

Making Acquaintances
Sharing Information
Discussing Subjects
  Unrelated to Task
Testing One Another
Being Defensive,
  Quibbling

Cooperating
Working Actively on
  Tasks
Being Creative

Expressing Attitudes 
Establishing Norms
Establishing Goals
Openly Discussing
  Tasks

Working Interdependently
Assigning Tasks Based
  on Ability
Acting Spontaneously
Being Flexible
Self-Correcting

Mutual 
Acceptance

Motivation and 
Productivity

Communication and 
Decision Making

Control and
Organization

New Task
New Members

New Group
Formation

This figure shows the stages of evolution from a newly formed group to a mature group. Note that as new members are added or an 
existing group gets a new task, the group needs to go through the stages again.
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cussion probably will not be very productive because the members are unfamiliar 
with one another and do not know how to evaluate one another’s comments. If 
the members do happen to know one another already, this stage may be brief, 
but it is unlikely to be skipped altogether because this is a new group with a new 
purpose. Besides, there are likely to be a few members whom the others do not 
know well or at all.

As the members get to know one another, discussion may turn to more sensi-
tive issues, such as the organization’s politics or recent controversial decisions. At 
this stage, members may have minor arguments and feud a bit as they explore one 
another’s views on various issues and learn about each other’s reactions, knowl-
edge, and expertise. From the discussion, members come to understand how simi-
lar their beliefs and values are and the extent to which they can trust one another. 
Members may discuss their expectations about the group’s activities in terms of 
their previous group and organizational experience.31 Eventually, the conversation 
turns to the business of the group. When this discussion becomes serious, the group 
is moving to the next stage of development: communication and decision making.

Communication and Decision Making
The group progresses to the communication and decision-making stage 
(also called storming stage) once group members have begun to accept one 
another. In this stage, members discuss their feelings and opinions more openly, 
which can increase conflict; they may show more tolerance for opposing view-
points and explore different ideas to bring about a reasonable solution or deci-
sion. The membership usually begins to develop norms of behavior during this 
stage. Members discuss and eventually agree on the group’s goals. Then they are 
assigned roles and tasks to accomplish the goals.

Motivation and Productivity
In the next stage, motivation and productivity stage (also called the norm-
ing stage), the emphasis shifts away from personal concerns and viewpoints to 
activities that will benefit the group. Members perform their assigned tasks, 
cooperate with one another, and help one another accomplish their goals. The 
members are highly motivated and may carry out their tasks creatively. In this 
stage, the group is accomplishing its work and moving toward the final stage of 
 development.

Control and Organization
In the final stage, control and organization stage (also called the perform-
ing stage), the group works effectively toward accomplishing its goals. Tasks are 
assigned by mutual agreement and according to ability. In a mature group, the 
members’ activities are relatively spontaneous and flexible rather than subject to 
rigid structural restraints. Mature groups evaluate their activities and potential 
outcomes and take corrective actions if necessary. The characteristics of flexibil-
ity, spontaneity, and self-correction are very important if the group is to remain 
productive over an extended period.

Not all groups, however, go through all four stages. Some groups disband 
before reaching the final stage. Others fail to complete a stage before moving on 
to the next one. Rather than spend the time necessary to get to know one another 
and build trust, for example, a group may cut short the first stage of development 
because of pressure from its leader, from deadlines, or from an outside threat 
(such as the boss).32 If members are forced into activities typical of a later stage 

communication and 
decision-making stage
Members discuss their 
feelings more openly and 
agree on group goals 
and individual roles in the 
group

motivation and 
productivity stage
Members cooperate, help 
one another, and work 
toward accomplishing 
tasks

control and organization 
stage
The group is mature; 
members work 
together and are 
flexible, adaptive, and 
self-correcting
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254 PART 3 | Social and Group Processes in Organizations

while the work of an earlier stage remains incomplete, they are likely to become 
frustrated: The group may not develop completely and may be less productive 
than it could be.33 Group productivity depends on successful development at each 
stage. A group that evolves fully through the four stages of development usually 
becomes a mature, effective group.34 Its members are interdependent, coordi-
nated, cooperative, competent at their jobs, motivated to do them, self-correcting, 
and in active communication with one another.35 The process does not take a long 
time if the group makes a good, solid effort and pays attention to the processes.

Finally, as working conditions and relationships change, either through a 
change in membership or when a task is completed and a new task is begun, 
groups may need to re-experience one or more of the stages of development to 
maintain the cohesiveness and productivity characteristic of a well-developed 
group. The San Francisco Forty-Niners, for example, once returned from an NFL 
players strike to an uncomfortable and apprehension-filled period. Their coach 
conducted rigorous practices but also allowed time for players to get together 
to air their feelings. Slowly, team unity returned, and players began joking and 
socializing again as they prepared for the rest of the season.36 Their redevelop-
ment as a mature group resulted in two subsequent Super Bowl victories.

Although these stages are not separate and distinct in all groups, many 
groups make fairly predictable transitions in activities at about the midpoint of 
the period available to complete a task.37 A group may begin with its own dis-
tinctive approach to the problem and maintain it until about halfway through 
the allotted time. The midpoint transition is often accompanied by a burst of 
concentrated activity, reexamination of assumptions, dropping old patterns of 
activity, adopting new perspectives on the work, and making dramatic progress. 
Following these midpoint activities, the new patterns of activity may be main-
tained until close to the end of the period allotted for the activity. Another tran-
sition may occur just before the deadline. At this transition, groups often go into 
the completion stage, launching a final burst of activity to finish the job.

Understanding Team Performance Factors
People working together in teams have the potential to produce more or 
 higher-quality outputs than would have resulted if the individual efforts of team 
members were later combined. Process gain refers to the performance improve-
ments that occur because people work together rather than independently. 
Process gain is the goal of working in teams—people working together doing 
more and doing it better than would be possible working alone.

Unfortunately, many teams do not realize process gain and instead experi-
ence process loss. Process loss occurs when a team of people working in a group 
or team together performs worse than the individual members would have if they 
had worked alone. Process loss can be reduced by making clear role and task 
assignments and not tolerating free riders. Free riders do not contribute because 
they rely on the work of others. Paying attention to how a team does its work can 
help you to identify and remedy many of the factors contributing to process loss. 
The likelihood of process gain can be improved by awareness of several team per-
formance factors. Some of these relate closely to the group performance factors 
noted earlier, while others extend beyond those factors.

One useful technique for promoting process gain is to develop and promote 
team efficacy. Team efficacy is a team’s shared belief that it can organize and 
execute the behaviors necessary to reach its goals.38 Team efficacy is strongly 
related to team performance, particularly when team interdependence is high.39 

process gain
Performance 
improvements that occur 
because people work 
together rather than 
independently

process loss
Performance decrements 
that occur when a team 
performs worse than 
the individual members 
would have if they had 
worked alone

team efficacy
A team’s shared belief 
that it can organize and 
execute the behaviors 
necessary to reach its 
goals
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Team efficacy can be enhanced by ensuring that at least some members of a team 
have strong self-efficacy themselves, that team members are given appropriate 
support and training, and by expressing confidence in and providing encourage-
ment to the team.

As we noted earlier, members of a highly cohesive team are motivated to 
stay in the team, contribute as much as they can, and conform to team norms. 
Because members of teams that lack cohesiveness are not strongly committed 
to the team or its goals and do not contribute to their full potential, team perfor-
mance is compromised.40 Therefore, managers of new groups and teams should 
strive to promote cohesiveness.

Managers should also try to build trust among team members. Trust is our 
confidence that other people will honor their commitments, especially when it is 
difficult to monitor or observe the other people’s behavior.41 Teams build trust 
through repeated positive experiences, commitment to shared goals, and an under-
standing of team members’ needs, motives, and ideas. Because the lack of trust in 
a team can undermine any team activity, building trust is an important manage-
rial task. Giving frequent task feedback and interpersonal contact can help diverse 
teams utilize their diversity to their advantage and create process gain.42

Managers should also try to prevent social loafing. Indeed, social loafing is 
a primary cause of process loss. Research has documented the common practice 
of social loafing,43 particularly for trivial to moderately important tasks. Social 
loafing is less common with very important tasks,44 and with smaller teams.45 
Social loafing often occurs because team members feel that their individual con-
tributions will not be evaluated or because they expect others in the team to do 
tasks so they choose not to do them.46

An opposite behavior occurs when people actually work harder and are more 
motivated when others are present than when they are working alone. Social 
facilitation happens when people are motivated to look good to others and want 
to maintain a positive self-image. It happens when people are working alone, 
but in the presence of an audience. People sometimes increase their effort when 
working in a group simply because others are present47 or because of evaluation 
apprehension.48

Keeping team size small, clarifying what the team expects each member to 
do, and making individual contributions to the team identifiable can help reduce 
social loafing and encourage social facilitation.49 For example, giving a team 
member the responsibility for ensuring that meeting notes are shared with the 
team within two days of a meeting makes it more likely that notes will be taken 
and distributed. Letting team members choose which tasks they will be responsi-
ble for can also increase their motivation for getting them done.

In addition, managers should establish clear roles. Roles define the behav-
iors and tasks each team member is expected to perform because of the posi-
tion they hold. One of the primary outcomes of the process of group and team 
development is the establishment of clear roles in the team. Understanding what 
your teammates expect you to do and what you can expect your teammates to do 
reduces conflict and enables smooth team performance. Making team roles and 
expectations clear helps to reduce process loss.

It is also important to establish positive norms. By helping team members 
know what to expect from one another, norms help to ensure high performance. 
An example of a positive team norm is arriving to meetings prepared and on 
time, and participating fully. Team members comply with team norms (1) to avoid 
punishments and receive rewards; (2) to imitate team members whom they like 
and admire; and (3) because they have internalized the norm and believe it is the 
appropriate way to behave.50

trust
Confidence that other 
people will honor their 
commitments, especially 
when it is difficult to 
monitor or observe the 
other people’s behavior

Social facilitation
Happens when people 
are motivated to look 
good to others and want 
to maintain a positive 
self-image

roles
Define the behaviors and 
tasks each team member 
is expected to perform 
because of the position 
they hold
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When possible, managers should create shared team goals and provide feed-
back. High-performing teams have clear and challenging goals that all team 
members are committed to and create sub-goals and milestones against which 
they measure themselves. If performance is lagging, feedback helps the team 
quickly adjust its behavior and processes to reach its goals.51 As featured in this 
chapter’s Real-World Response, in South Korea, Starbucks created shared team 
goals around tasks typically performed by females to encourage its male employ-
ees to perform these tasks as well.52

Team rewards also motivate effective teamwork behaviors. Tying team 
rewards to team performance motivates team members to pursue team goals 
rather than individual goals.53 Teams require firms to shift the emphasis of 
their compensation and rewards programs from individual to team rewards. Any 
remaining individual rewards should acknowledge people who are effective team 
players—people who freely share their expertise, help when needed, and chal-
lenge their teams to improve. A “star” system that rewards only individual per-
formance undermines team effectiveness.

Some individual rewards may be appropriate for those who make particu-
larly critical individual contributions to the team, but the bulk of rewards need 
to be made at the team level. Managers should remember the importance of inte-
grating new team members. Team member turnover compromises team effective-
ness as new members must be proactively integrated and socialized.54 Leaders 
are critical to this newcomer integration and socialization process. New team 
member integration involves motivating all team members by promoting shared 
goal commitment, positive affect, and shaping team processes. Team socialization 
creates affective bonds that connect members to the team and its mission and 
helps build trust and a sense of community. If current team members do not take 
the time to incorporate new members into the fabric of the team, the team will be 
less cohesive, new members will not be able to contribute to their full potential, 
and new members are likely to be less committed to the team.

The Implementation Process
Implementing teams across an organization is not easy; it takes a lot of hard 
work, time, training, and patience. Indeed, changing from a traditional organiza-
tional structure to a team-based structure is a major organizational change and 
calls for a complete cultural change for the organization. Typically, the organiza-
tion is hierarchically designed to provide clear direction and control. However, 
many organizations need to be able to react quickly to a dynamic environment. 
Team procedures artificially imposed on existing processes are a recipe for disas-
ter. In this section, we present several essential elements peculiar to an organi-
zational change to a team-based situation. This process is shown in Figure 7.4.

Phase 1: Start-Up
In phase 1, team members are selected and prepared to work in teams so that 
the teams have the best possible chance of success. Much of the initial training 
is informational or “awareness” training that sends the message that top man-
agement is firmly committed to teams and that teams are not experimental. The 
steering committee usually starts the training at the top, and the training and 
information are passed down the chain to the team members. Training covers 
the rationale for moving to a team-based organization, how teams were selected, 
how they work, the roles and responsibilities of teams, compensation, and job 
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Phases of Team Implementations
Figure 7.4

Phase 2:
Reality & Unrest

Phase 4:
Tightly Formed

Teams

Plan the 
Implementation

Phase 5:
Self-Managing

Teams

Phase 3:
Leader-Centered

Teams

Phase 1:
Start-Up

Make the Decision

Implementation of teams 
in organizations is a long 
and arduous process. 
After the decision is 
made to initiate teams, 
the steering committee 
develops the plans for 
the design team, which 
plans the entire process. 
The goal is for teams to 
become self-managing. 
The time it takes for each 
stage varies with the 
organization.

 security. In general, training covers the technical skills necessary to do the work 
of the team, the administrative skills necessary for the team to function within 
the organization, and the interpersonal skills necessary to work with people in 
the team and throughout the organization. Sometimes the interpersonal skills 
are important. Perhaps most important is establishing the idea that teams are 
not “unmanaged” but are “differently managed.” The difference is that the new 
teams manage themselves. Team boundaries are also identified, and the pre-
liminary plan is adjusted to fit the particular team situations. Employees typ-
ically feel that much is changing during the first few months; enthusiasm runs 
high, and the anticipation of employees is quite positive. Performance by teams 
increases at start-up because of this initial enthusiasm for the change.

Phase 2: Reality and Unrest
After perhaps six to nine months, team members and managers report frustra-
tion and confusion about the ambiguities of the new situation. For employees, 
unfamiliar tasks, more responsibility, and worry about job security replace hope 
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for the opportunities presented by the new approach. All of the training and 
preparation, as important as it is, is never enough to prepare for the storm and 
backlash. The Cummins Engine Company held numerous “prediction workshops” 
in an effort to prepare employees and managers for the difficulties that lay 
ahead, all to no avail. Its employees reported the same problems that employees 
of other companies did. The best advice is to perform phase 1 very well and then 
make managers very visible, continue to work to clarify the roles and responsi-
bilities of everyone involved, and reinforce the positive behaviors that do occur.

Some managers make the mistake of staying completely away from the 
newly formed teams, thinking that the whole idea is to let teams manage them-
selves. In reality, managers need to be visible to provide encouragement, to mon-
itor team performance, to act as intermediaries between teams, to help teams 
acquire needed resources, to foster the right type of communication, and some-
times to protect teams from those who want to see them fail. Managers, too, feel 
the unrest and confusion. The change they supported results in more work for 
them. In addition, there is the real threat, at least initially, that work will not 
get done, projects may not get finished, or orders will not get shipped on time 
and that they will be blamed for the problems.55 Managers also report that they 
still have to intervene and solve problems for the teams because the teams do not 
know what they are doing.

Phase 3: Leader-Centered Teams
As the discomfort and frustrations of the previous phase peak, teams usually 
long for a system that resembles the old manager-center organizational structure 
(see Figure 7.4). However, members are learning about self-direction and leader-
ship from within the team and usually start to focus on a single leader in the 
team. In addition, the team begins to think of itself as a unit as members learn to 
manage themselves. Managers begin to get a sense of the positive possibilities of 
organizing in teams and begin to withdraw slowly from the daily operation of the 
unit to begin focusing on standards, regulations, systems, and resources for the 
team.56 This phase is not a setback to team development—although it may seem 
like one—because development of and reliance on one internal leader is a move 
away from focusing on the old hierarchy and traditional lines of authority.

The design and steering committees need to be sure that two things happen 
during this phase. First, they need to encourage the rise of strong internal team 
leaders. The new leaders can either be company appointed or team appointed. Top 
management sometimes prefers the additional control they get from appointing 
the team leaders, assuming that production will continue through the team tran-
sition. On the other hand, if the company-appointed leaders are the former man-
agers, team members have trouble believing that anything has really changed. 
Team-appointed leaders can be a problem if the leaders are not trained properly 
and oriented toward team goals.

If the team-appointed leader is ineffective, the team usually recognizes the 
problem and makes the adjustments necessary to get the team back on track. 
Another possibility for team leadership is a rotating system in which the posi-
tion changes every quarter, month, week, or even day. A rotating system fosters 
professional growth of all members of the team and reinforces the strength of the 
team’s self-management.

The second important issue for this phase is to help each team develop its 
own sense of identity. Visits to observe mature teams in action can be a good 
step for newly formed teams. Recognizing teams and individuals for good per-
formance is always powerful, especially when the teams choose the recipients. 
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Continued training in problem-solving steps, tools, and techniques is impera-
tive. Managers need to push as many problem-solving opportunities as possi-
ble down to the team level. Finally, as team identity develops, teams develop 
social activities and display T-shirts, team names, logos, and other items that 
show off their identity. All of these are a sure sign that the team is moving into 
phase 4.

Phase 4: Tightly Formed Teams
In the fourth phase of team implementation, teams become tightly formed to the 
point that their internal focus can become detrimental to other teams and to 
the organization as a whole. Such teams are usually extremely confident of their 
ability to do everything. They are solving problems, managing their schedule and 
resources, and resolving internal conflicts. However, communication with exter-
nal teams begins to diminish, the team covers up for underperforming members, 
and interteam rivalries can turn sour, leading to unhealthy competition.

To avoid the dangers of the intense team loyalty and isolation inherent in 
phase 4, managers need to make sure that teams continue to do the things that 
have enabled them to prosper thus far. First, teams need to keep the communica-
tion channels with other teams open through councils of rotating team represen-
tatives who meet regularly to discuss what works and what does not; teams who 
communicate and cooperate with other teams should be rewarded. At the Digital 
Equipment plant in Connecticut, team representatives meet weekly to share suc-
cesses and failures so that all can avoid problems and improve the ways their 
teams operate.57 Second, management needs to provide performance feedback 
through computer terminals in the work area that give up-to-date information 
on performance, or via regular feedback meetings. At TRW plants, management 
introduced peer performance appraisal at this stage of the team implementation 
process. It found that in phase 4, teams were ready to take on this administra-
tive task but needed significant training in how to perform and communicate 
appraisals. Third, teams need to follow the previously developed plan to transfer 
authority and responsibility to the teams and to be sure that all team members 
have followed the plan to get training in all of the skills necessary to do the work 
of the team. By the end of phase 4, the team should be ready to take responsibil-
ity for managing itself.

Phase 5: Self-Managing Teams
Phase 5 is the end result of the months or years of planning and implemen-
tation. Mature teams are meeting or exceeding their performance goals. 
Team members are taking responsibility for team-related leadership func-
tions. Managers and supervisors have withdrawn from the daily operations 
and are planning and providing counseling for teams. Probably most import-
ant, mature teams are flexible—taking on new ideas for improvement; mak-
ing changes as needed to membership, roles, and tasks; and doing whatever it 
takes to meet the strategic objectives of the organization. Although the teams 
are mature and functioning quite well, several things need to be done to keep 
them on track. First and foremost, individuals and teams need to continue 
their training in job skills and team and interpersonal skills. Second, support 
systems need to be constantly improved to facilitate team development and 
productivity. Third, teams always need to improve their internal customer and 
supplier relationships within the organization. Partnerships among teams 
throughout the organization can help the internal teams continue to meet the 
needs of external customers.
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MANAGING TEAMS
The ongoing management of teams requires additional insights. These include 
understanding the benefits and costs of teams, promoting effective performance 
in teams, and identifying and developing teamwork competencies.

Understanding Benefits and Costs of Teams
With the popularity of teams increasingly so rapidly around the world, it is 
 possible that some organizations are starting to use teams simply because 
everyone else is doing it—which is obviously the wrong reason. The reason for 
a company to create teams should be that teams make sense for that particular 
organization. The best reason to start teams in any organization is to achieve 
the positive benefits that can result from a team-based environment: enhanced 
 performance, employee benefits, reduced costs, and organizational enhance-
ments. Four categories of benefits and some examples are shown in Table 7.2. 
Our Case Study profiles another example.

Enhanced Performance
Enhanced performance can come in many forms, including improved productiv-
ity, quality, and customer service. Working in teams enables workers to avoid 
wasted effort, reduce errors, and react better to customers, resulting in more out-
put for each unit of employee input. Such enhancements result from pooling of 
individual efforts in new ways and from continuously striving to improve for the 
benefit of the team.61 For example, a General Electric plant in North Carolina 
experienced a 20 percent increase in productivity after team implementation.62 
K Shoes reported a 19 percent increase in productivity and significant reductions 
in rejects in the manufacturing process after it started using teams.

Benefits of Teams in Organizations
Table 7.2

Type of Benefit Specific Benefit Organizational Examples

ENHANCED 
PERFORMANCE

Increased productivity Ampex: On-time customer delivery rose by 98 percent

Improved quality K Shoes: Rejects per million dropped from 5,000 to 250

Improved customer service Eastman: Productivity rose by 70 percent

EMPLOYEE BENEFITS Quality of work life Lower  
stress

Milwaukee Mutual: Employee assistance  program  
usage dropped to 40 percent below industry average

REDUCED COSTS Lower turnover, Absenteeism, 
Fewer injuries

Kodak: Reduced turnover by 50 percent
Texas Instruments: Reduced costs by more than 50 percent
Westinghouse: Costs down by 60 percent

ORGANIZATIONAL 
ENHANCEMENTS

Increased innovation, flexibility IDS Mutual Fund Operations: Improved  flexibility to  
 handle fluctuations in market activity
Hewlett-Packard: Innovative order processing system

Sources: Examples derived from Katzenbach, J., & Eisenhardt, K. (2013). HBR’s 10 Must Reads on Teams. Boston: Harvard Business School Press; Gustafson, 
P., & Liff, S. (2014). A Team of Leaders: Empowering Every Member to Take Ownership. Develop Initiative, and Take Ownership. New York: AMACOM; and 
McChrysal, S., & Collins, T. (2015). Team of Teams: New Rules of Engagement for a Complex World. New York: John Wiley and Sons.
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Reduced Costs
As empowered teams reduce scrap, make fewer errors, file fewer worker compen-
sation claims, and reduce absenteeism and turnover, organizations based on teams 
are showing significant cost reductions. Team members feel that they have a stake 
in the outcomes, want to make contributions because they are valued, and are com-
mitted to their team and do not want to let it down. Wilson Sporting Goods reported 
saving $10 million per year for five years; thanks to its teams. Colgate-Palmolive 
reported that technician turnover was extremely low—more than 90 percent of tech-
nicians were retained after five years—once it changed to a team-based approach.

Other Organizational Benefits
Other improvements in organizations that result from moving from a hierarchically 
based, directive culture to a team-based culture include increased innovation, cre-
ativity, and flexibility.63 Use of teams can eliminate redundant layers of bureaucracy 
and flatten the hierarchy in large organizations. Employees feel closer and more in 
touch with top management. Employees who think their efforts are important are 
more likely to make significant contributions. In addition, the team environment 
constantly challenges teams to innovate and solve problems creatively. If the “same 
old way” does not work, empowered teams are free to throw it out and develop a 
new way. With increasing global competition, organizations must constantly adapt 
to keep abreast of changes. Teams provide the flexibility to react quickly. One of 
Motorola’s earliest teams challenged a long-standing top-management policy 
regarding supplier inspections in an effort to reduce the cycle times and improve 
delivery of crucial parts.64 After several attempts, management finally allowed the 
team to change the system and consequently reaped the expected benefits.

Employee Benefits
Employees tend to benefit as much as organizations in a team environment. 
Much attention has been focused on the differences between the baby-boom 

CASE STUDY

IDEO is a global award-winning design firm.58 
Every year teams of people including psychologists, 
mechanical engineers, biologists, and industrial 
designers work on projects ranging from Apple’s first 
computer mouse to heart defibrillators to the Neat 
Squeeze toothpaste tube.

IDEO’s corporate philosophy is that teamwork 
improves innovation and creativity. Group brainstorm-
ing is used to spark a lot of new ideas at once. Project 
teams share and improve ideas by leveraging mem-
bers’ skills and solving problems together. The com-
pany believes that the diversity of interdisciplinary 
teams allows higher quality, faster innovation.59

Regardless of the project, IDEO teams use the 
same process. First they identify similar products 

and experiences, then they observe people using 
them. The teams then visualize, evaluate, refine, 
and implement innovative solutions to their clients’ 
problems drawing from their research and obser-
vations. IDEO team members lack status or for-
mal titles, and every team member is given equal 
respect.60

Questions:

1. How does teamwork influence innovation at 
IDEO?

2. How does diversity influence the effectiveness of 
teamwork at IDEO?

3. What characteristics would you look for in  staffing 
a project team at IDEO?

Teamwork at IDEO

42502_ch07_ptg01_237-279.indd   261 18/12/18   12:34 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



262 PART 3 | Social and Group Processes in Organizations

 generation and the “postboomers” in their attitudes toward work, its importance 
to their lives, and what they want from it. In general, younger workers tend to 
be less satisfied with their work and the organization, tend to have lower respect 
for authority and supervision, and tend to want more than a paycheck every 
week. Teams can provide the sense of self-control, human dignity, identification 
with work, and sense of self-worth and self-fulfillment for which current work-
ers seem to strive. Rather than relying on the traditional, hierarchical, manag-
er-based system, teams give employees the freedom to grow and to gain respect 
and dignity by managing themselves, making decisions about their work, and 
really making a difference in the world around them.65 As a result, employees 
have a better work life, face less stress at work, and make less use of employee 
assistance programs.

Costs of Teams
The costs of teams are usually expressed in terms of the difficulty of changing 
to a team-based organization. Managers have expressed frustration and confu-
sion about their new roles as coaches and facilitators, especially if they developed 
their managerial skills under the traditional hierarchical management philoso-
phy. Some managers have felt as if they were working themselves out of a job as 
they turned over more and more of their directing duties to a team.66

Employees may also feel like losers during the change to a team culture. 
Some traditional staff groups, such as technical advisory staffs, may feel that 
their jobs are in jeopardy as teams do more and more of the technical work for-
merly done by technicians. New roles and pay scales may need to be developed for 
the technical staff in these situations. Often, technical people have been assigned 
to a team or a small group of teams and become members who fully participate 
in team activities.

Another cost associated with teams is the slowness of the process of full team 
development. As discussed elsewhere in this chapter, it takes a long time for 
teams to go through the full development cycle and become mature, efficient, and 
effective. Productivity may fall before the positive effects of the new team system 
kick in. If top management is impatient with the slow progress, teams may be 
disbanded, returning the organization to its original hierarchical form with sig-
nificant losses for employees, managers, and the organization.

Probably the most dangerous cost is premature abandonment of the change 
to a team-based organization. If top management gets impatient with the team 
change process and cuts it short, never allowing teams to develop fully and real-
ize benefits, all the hard work of employees, middle managers, and supervisors is 
lost. As a result, employee confidence in management in general and in the deci-
sion makers in particular may suffer for a long time.67 The losses in productivity 
and efficiency will be very difficult to recoup. Management must therefore be 
fully committed before initiating a change to a team-based organization.

Promoting Effective Performance
This chapter has described the many benefits of teams and the process of changing 
to a team-based organization. Teams can be utilized in small and large organiza-
tions, on the shop floor and in offices, and in countries around the world. Teams 
must be initiated for performance-based business reasons, and proper planning and 
implementation strategies must be used. In this section, we discuss three essential 
issues that cannot be overlooked when moving to a team-based organization.
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Top-Management Support
The question of where to start in team implementation is really no issue at all. 
Change starts at the top in every successful team implementation. Top manage-
ment has three important roles to play. First, top management must decide to go 
to a team-based organization for sound business performance-related reasons. 
A major cultural change cannot be made because it is the fad, because the boss 
went to a seminar on teams, or because a quick fix is needed. Second, top manage-
ment is instrumental in communicating the reasons for the change to the rest of 
the organization. Third, top management has to support the change effort during 
the difficult periods. As discussed previously, performance usually goes down in 
the early phases of team implementation. Top-management support may involve 
verbal encouragement of team members, but organizational support systems for 
the teams are also needed. Examples of support systems for teams include more 
efficient inventory and scheduling systems, better hiring and selection systems, 
improved information systems, and appropriate compensation systems.

Understanding Time Frames
Organizations often expect too much too soon when they implement teams. In 
fact, things often get worse before they get better.68 Figure 7.5 shows how, shortly 
after implementation, team performance often declines and then rebounds to rise 
to the original levels and above. Management at Investors Diversified Services, 
a financial services firm in Minneapolis, Minnesota (and now a part of American 
Express), expected planning for team start-up to take three or four months. The 
actual planning took eight and a half months.69 It often takes a year or more 
before performance levels return to at least their before-team levels. If teams are 
implemented without proper planning, their performance may never return to 
prior levels. The long lead time for improving performance can be discouraging 
to managers who reacted to the fad for teams and expected immediate returns.

Performance and Implementation of Teams
Figure 7.5
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The team performance 
curve shows that 
performance initially 
drops as reality sets 
in, and team members 
experience frustration 
and unrest. However, 
performance soon 
increases and rises to 
record levels as the teams 
mature and become 
self-managing.

Source: From Katzenbach, J. R., & Smith, D. K. (1993). The Wisdom of Teams: Creating the High Performance 
Organization (p. 84). Boston, MA: Harvard Business School Press.
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264 PART 3 | Social and Group Processes in Organizations

Organizations that increase their use of teams will 
likely need to change their reward systems. This 
organization, for example, is recognizing and 
rewarding high performance by work teams. In the 
past, the organization focused more on individual 
performance.

The phases of implementation discussed in the previous sections correspond 
to key points on the team performance curve. At the start-up, performance is at 
its normal levels, although sometimes the anticipation of, and enthusiasm for, 
teams cause a slight increase in performance. In phase 2, reality and unrest, 
teams are often confused and frustrated with the training and lack of direction 
from top management, to the point that actual performance may decline. In 
phase 3, leader-centered teams become more comfortable with the team idea 
and refocus on the work of the team. They once again have established lead-
ership, although it is with an internal leader rather than an external man-
ager or supervisor. Thus, their performance usually returns to at least their 
former levels. In phase 4, teams are beginning to experience the real potential 
of teamwork and are producing above their prior levels. Finally, in phase 5, 
self-managing teams are mature, flexible, and usually setting new records for 
performance.

Organizations changing to a team-based arrangement need to recognize 
the time and effort involved in making such a change. Hopes for immediate, 
positive results can lead to disappointment. The most rapid increases in perfor-
mance occur between the leader-centered phase and the team-centered phase 
because teams have managed to get past the difficult, low-performance stages, 
have had a lot of training, and are ready to utilize their independence and 
freedom to make decisions about their own work. Team members are deeply 
committed to each other and to the success of the team. In phase 5, manage-
ment needs to make sure that teams are focused on the strategic goals of the 
organization.

Changing Organizational Rewards
How employees are rewarded is vital to the long-term success of an organiza-
tion. The traditional reward and compensation systems suitable for individual 
motivation are simply not appropriate in a team-based organization. In conven-
tional settings, employees are usually rewarded on the basis of their individual 
performance, their seniority, or their job classification. In a team-based  situation, 

however, team members are generally 
rewarded for mastering a range of 
skills needed to meet team perfor-
mance goals, and rewards are some-
times based on team performance. 
Such a pay system tends to promote 
the flexibility that teams need to be 
responsive to changing environmental 
factors. Three types of reward systems 
are common in a team environment: 
skill-based pay, gain-sharing systems, 
and team bonus plans.

A
L

E
X

 B
R

Y
L

O
V

/S
H

U
T

T
E

R
S

T
O

C
K

.C
O

M

42502_ch07_ptg01_237-279.indd   264 18/12/18   12:34 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 7 | Groups and Teams 265

 1. Skill-Based Pay: Skill-based pay systems require team members to acquire a 
set of the core skills needed for their particular team plus additional special 
skills, depending on career tracks or team needs. Some programs require all 
members to acquire the core skills before any member receives additional 
pay. Usually employees can increase their base compensation by some fixed 
amount, say $0.50 per hour for each additional skill acquired, up to some 
fixed maximum. Companies using skill-based pay systems include Eastman 
Chemical Company, Colgate-Palmolive, and Pfizer.

 2. Gain-Sharing Systems: Gain-sharing systems usually reward all team mem-
bers from all teams based on the performance of the organization, division, or 
plant. Such a system requires a baseline performance that must be exceeded 
for team members to receive some share of the gain over the baseline mea-
sure. Westinghouse gives equal one-time, lump-sum bonuses to everyone in 
the plant based on improvements in productivity, cost, and quality. Employee 
reaction is usually positive because when employees work harder to help 
the company, they share in the profits they helped generate. On the other 
hand, when business conditions or other factors beyond their control make 
it impossible to generate improvements over the preset baseline, employees 
may feel disappointed and even disillusioned with the process.

 3. Team Bonus Plans: Team bonus plans are similar to gain-sharing plans 
except that the unit of performance and pay is the team rather than a plant, 
a division, or the entire organization. Each team must have specific perfor-
mance targets or baseline measures that the team considers realistic for the 
plan to be effective. Companies using team bonus plans include Milwaukee 
Insurance Company, Colgate-Palmolive, and Harris Corporation.

Changes in an organizational compensation system can be traumatic and 
threatening to most employees. However, matching the reward system to the way 
that work is organized and accomplished can have very positive benefits. The 
three types of team-based reward systems presented can be used in isolation for 
simplicity or in some combination to address different types of issues for each 
organization.

Teamwork Competencies
One of the foundations of an effective team is the nature of the people chosen to 
be in the team. Staffing teams with people who have the interpersonal skills and 
competencies to contribute to task performance but who are also able to work 
well in team settings is critical. Some of the teamwork abilities you should look 
for are:70

 1. Conflict resolution abilities
• The ability to recognize and encourage desirable and discourage undesir-

able team conflict
• The ability to recognize the type and source of conflict confronting the 

team and implement an appropriate resolution strategy
• The ability to employ an integrative (win–win) negotiation strategy, 

rather than the traditional distributive (win–lose) strategy
 2. Collaborative problem-solving abilities

• The ability to identify situations requiring participative group problem 
solving and to utilize the proper degree and type of participation

• The ability to recognize the obstacles to collaborative group problem solv-
ing and implement appropriate corrective actions
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266 PART 3 | Social and Group Processes in Organizations

 3. Communication abilities
• The ability to communicate openly and supportively
• The ability to listen objectively and to appropriately use active listening 

techniques
• The ability to maximize the congruence between nonverbal and ver-

bal messages and to recognize and interpret the nonverbal messages of 
others

• The ability to engage in small talk and ritual greetings and a recognition 
of their importance

 4. Goal-setting and self-management abilities
• The ability to help establish specific, challenging, and accepted team goals
• The ability to provide constructive feedback

 5. Planning and task coordination abilities
• The ability to coordinate and synchronize activities, information, and 

tasks among team members
• The ability to help establish task and role assignments for individual 

team members and ensure proper balancing of workload

Teamwork competencies also include an understanding of ethical behavior 
in teams. The more frequently and intensely we interact with peers, the stronger 
their influence on our own behavior.71 Other people’s ethical behavior influences 
our own ethical behavior.72 This is particularly true for managers, highlighting 
the importance of consistently setting a good example as a manager.73 Four ethi-
cal issues are especially important in teams:

 1. How do teams fairly distribute work?
 2. How do teams assign blame and award credit?
 3. How do teams ensure participation, resolve conflict, and make decisions?
 4. How do teams avoid deception and corruption?

A team contract is a written agreement among team members establishing 
ground rules about the team’s processes, roles, and accountabilities. Team mem-
bers must communicate and negotiate in order to identify the quality of work 
they all wish to achieve, how decisions will be made, and the level of participa-
tion and individual accountability they all feel comfortable with. Team contracts 
help to reduce the potential for team conflict stemming from an unequal divi-
sion of resources and deter free riding. By enhancing personal accountability and 
creating clear rules and expectations, team contracts can promote ethical team 
behavior and improve team performance and team member satisfaction.

EMERGING TEAM OPPORTUNITIES  
AND CHALLENGES
As teams become increasingly common in organizations, two additional sets of 
opportunities and challenges must be addressed. These involve virtual teams 
and diversity and multicultural teams.

Virtual Teams
Managing virtual teams can be difficult.74 Virtual team members are frequently 
separated by both geographic space and time, increasing the challenges of work-
ing together effectively. In such environments, team members are often isolated 
from one another and find it difficult to feel connected to their team.75 It is hard 

team contract
A written agreement 
among team members 
establishing ground 
rules about the team’s 
processes, roles, and 
accountabilities
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enough to lead teams who see one another and whose members share common 
language and culture, but these challenges multiply when teams “go virtual” and 
communication is via technology and involves team members with far different 
cultures and life experiences.76

Virtual teams allow organizations to access the most qualified individuals 
for a particular job regardless of their location, enable organizations to respond 
faster to increased competition, and provide greater flexibility to individuals 
working from home or on the road. In some cases, some members of the team 
may be free agents or alliance partners and not be employees of the organization. 
In some teams, members may never even meet face-to-face. Many virtual teams 
operate within a particular organization, but increasingly they cross organiza-
tional boundaries as well.77 Hewlett-Packard, Motorola, and Bank of Boston rely 
on virtual teams to execute their strategies.78

Virtual Team Leadership Skills
The effective leadership of teams whose members are linked by technology and 
whose members often do not see each other requires unique skills and behaviors 
compared to managing and leading teams located in the same place.79 Working 
from different locations introduces challenges with communication, collaboration, 
and the integration of the team members with the rest of the team and the broader 
organization. When team members rarely see one another or other employees, it 
can be difficult for them to feel part of the team and organizational community.

One of the most important things a virtual team leader can do is to estab-
lish a communication climate that is characterized by openness, trust, support, 
mutual respect, and risk-taking. This helps the team establish positive working 
relationships, share information openly, reduce the formation of in-groups and 
out-groups, and avoid misinterpreting communications.80

One expert identified five categories of important leadership skills in virtual 
project team or distance management situations:81

 1. Communicating effectively and matching technology to the situation: 
Collaborative online tools help virtual teams manage files, meetings, and 
task assignments.

 2. Building community among team members based on mutual trust, respect, 
affiliation, and fairness: Effective leaders solicit and value the contributions 
of all team members, and consistently treat all team members with respect 
and fairness.

 3. Establishing a clear and motivating shared vision, team purpose, goals, and 
expectations: Subtle messages, such as quietly reminding someone not to 
attack ideas during a brainstorming session, are powerful tools in shaping 
virtual team norms.

 4. Leading by example and focusing on measurable results: Effective virtual 
leaders set clear goals and make clear task assignments. The leaders then 
hold team members accountable for them.

 5. Coordinating and collaborating across organizational boundaries: Virtual 
team leaders need to work effectively with people in multiple organizations 
and with free agents and alliance partners who are not employees of the 
leader’s organization.

Leader Behaviors
The lack of face-to-face contact with virtual team members makes it difficult 
for leaders to monitor team member performance and to implement solutions 
to work problems. It is also difficult for virtual team leaders to perform typical 
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268 PART 3 | Social and Group Processes in Organizations

mentoring, coaching, and development functions. The challenge for virtual team 
leaders is that these tasks must be accomplished by empowering the team to per-
form these functions itself without the leader being physically present.82

For example, members of virtual teams are usually chosen for their expertise 
and competence and for their prior virtual team experience. They are expected to 
have the technical knowledge, skills, abilities, and other attributes to be able to 
contribute to team effectiveness and to operate effectively in a virtual environ-
ment. Thus, the need for virtual team leaders to monitor or develop team mem-
bers may not be as crucial. In addition, virtual team leaders can distribute aspects 
of these functions to the team itself, making it more of a self-managing team.83

Virtual team leaders need to provide a clear, engaging direction for the 
team84 along with specific individual goals. Clear direction and goals allow team 
members to monitor and evaluate their own performance.85 Although this is rel-
evant in all teams, virtual team leaders need to be more proactive and structur-
ing. Virtual team leaders need to develop team processes that become the way 
the team naturally behaves.

One way virtual team leaders can do this is by developing appropriate rou-
tines and procedures early on in the team’s lifecycle.86 Routines create consis-
tent patterns of behavior that occur even in the leader’s absence. Leaders can 
define desired routines (e.g., standard operating procedures), train members in 
them, and provide motivational incentives sufficient to ensure compliance with 
them. Leaders can also establish rules and guidelines that specify appropriate 
team member behavior. For example, computer-mediated communication tends 
to lead to more uninhibited individual behavior, such as strong and inflamma-
tory expressions.87 Therefore, virtual team leaders may need to develop standard 
operating procedures that specify appropriate and inappropriate computer- 
mediated communication. Because virtual team members are more detached 
from the overall team environment, it is also important for leaders to monitor 
the environment and inform team members of any important changes.88

Groupware and Group Decision Support Systems
Synchronous and asynchronous information technologies support members of 
virtual teams.89 Synchronous technologies such as videoconferencing, instant 
messaging, electronic meetings, and even conference calls allow real-time com-
munication and interaction. Asynchronous technologies such as email, wikis, and 
some electronic meetings delay the communication of the message. Many virtual 
teams rely on both types of information technology and use the one best suited 
to the message being communicated and task being performed. Bausch & Lomb 
found that a web-based collaboration tool increased synergy by decreasing the 
number of meetings, giving people more free work time to get things done.90

Many team meetings are poorly run, take too long, and accomplish too little. 
Meeting management software, electronic whiteboards, and collaborative docu-
ment editors facilitate meetings by allowing team members to contribute ideas, 
to view other people’s ideas anonymously, and to comment and vote on them. 
Computer-mediated communication enhances team performance by helping 
team members communicate more effectively with each other.

The right technology is critical to making virtual teams work. Office fur-
niture maker Steelcase relies on its cross-functional, cross-office, and even 
cross-company virtual teams to do business every day.91 To reduce travel costs 
and to increase team productivity and efficiency, the company uses software to 
support its virtual teams and enable them to work together as if they were in the 
same location. The collaboration software connects virtual teams with members 
in locations around the world and helps structure the meeting process. Teams 
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can share files, manage projects, and coordinate business processes by marking 
up documents and showing PowerPoint presentations within secure workspaces 
synchronized across all team members’ PCs. Team members communicate via 
instant messaging, chat, or voiceover-IP using the virtual meeting tool. A meet-
ing wizard facilitates the process of creating a meeting and inviting team mem-
bers. Once a meeting is created, any participant can easily add agenda topics, 
create action items, attach files, and record minutes.92

Diversity and Multicultural Teams
Diversity can both help and hinder team effectiveness. Diversity can be a source 
of creativity and innovation that can create a competitive advantage93 and 
improve a team’s decision making.94 Innovative companies intentionally use het-
erogeneous teams to solve problems.95

Despite its potential for improving team performance, diversity can be a two-
edged sword.101 Diversity can create misunderstandings and conflict that can lead 
to absenteeism, poor quality, low morale, and loss of competitiveness102 as well as 
lowered workgroup cohesiveness.103 Diverse groups are less able to provide for all 
of their members’ needs and tend to have less integration and communication and 
more conflict than do homogeneous groups.104

G L O B A L     I S S U E S

INCREASING THE EFFECTIVENESS OF MULTICULTURAL TEAMS

What should you do to increase the effectiveness of multi-
cultural teams? The best solution seems to be to make minor 
concessions on process—learn to adjust to and even respect 
another approach to decision making. For example, global 
American managers have learned to keep impatient bosses 
away from team meetings and give them frequent updates. 
A comparable lesson for managers from other cultures is to 
be explicit about what they need—saying, for example, “We 
have to see the big picture before we will be ready to talk 
about details.”96

Four strategies for dealing with the challenges of multicul-
tural teams are:

1. Adaptation: seeing a problem as a cultural difference 
and not a personality issue. This works when team mem-
bers are willing and able to identify and acknowledge 
their cultural differences and to assume responsibility for 
figuring out how to live with them.

2. Structural intervention: changing the shape of the team. 
Social interaction and working can be structured to 
engage everyone on the team.

3. Managerial intervention: setting norms early or bringing 
in a higher-level manager. This usually works best early 
in a team’s life. In one case, a manager set norms of 
respect by telling his new team that no one had been 
chosen for English skills; each member was chosen 

because he or she was technically the best person for the 
job, so get over the accents.97

4. Exit: removing a team member when other options have 
failed. If emotions get too high and too much face has 
been lost, it can be almost impossible to get a team to 
work together effectively again.98

As one expert says:

The most fundamental thing is to be a role model for 
respect. It rubs off on the other members of the team. 
Helping team members see that problems are due to cul-
tural differences and not personality helps a lot. And if 
you’re able to help the team see that the behavior that’s 
so frustrating and annoying is due to culture, then peo-
ple get curious: How do they get anything done in that 
culture? And when you unleash curiosity, that inspires 
learning. The last thing is, don’t intervene too swiftly. If 
they can always bring a problem to your door and you 
solve it, they don’t learn to solve it themselves.99

Managers and multicultural team members must find 
ways to utilize each member’s strengths while minimizing 
coordination losses resulting from communication prob-
lems, language differences, varying work styles, and 
misunderstandings.100
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270 PART 3 | Social and Group Processes in Organizations

Informational diversity, or diversity in knowl-
edge and experience, has a positive impact on 
team performance. Because team members’ 
unique knowledge enlarges the team’s knowledge 
resources and can enhance the options it is able 
to consider, it can enhance creativity and problem 
solving. Demographic diversity, on the other hand, 
often has a negative impact on performance. Team 
conflict tends to increase and teams tend to per-
form lower as they become more demographically 
diverse.105 Increasing demographic diversity can 

result in work teams having more difficulty utilizing 
their informational diversity because team members are not able to work effec-
tively with different others. When this happens, the potential for demographi-
cally diverse work teams to perform more effectively is lost.106

To leverage the potential benefits of diversity, many companies take steps to 
proactively staff their teams with informational diversity and with people who 
are comfortable with diversity and with teamwork. Effectively managing diver-
sity in teams has as much to do with the attitudes of team members toward 
diversity as it does with the diversity of the team itself.

Multicultural teams can create frustrating dilemmas for managers. Cultural 
differences can create substantial obstacles to effective teamwork, but they may 
be difficult to recognize until significant damage has been done.107 It is easy to 
assume that challenges in multicultural teams are just due to differing commu-
nication styles, but differing attitudes toward hierarchy and authority and con-
flicting norms for decision making can also create barriers to a multicultural 
team’s ultimate success.108 We next elaborate on all three of these factors.

Direct versus Indirect Communication
Communication in Western cultures is typically direct and explicit, and a listener 
does not have to know much about the context or the speaker to interpret it. In 
many other cultures, meaning is embedded in the way the message is presented. 
For example, people in the West obtain information about other people’s preferences 
and priorities by asking direct questions, such as “Do you prefer option A or option 
B?” In cultures using indirect communication, people often have to infer preferences 
and priorities from changes, or the lack of them, in the other person’s counterpro-
posal. In cross-cultural settings, the non-Westerner can easily understand the direct 
communications of the Westerner, but the Westerner often has difficulty under-
standing the indirect communication of the non-Westerner.109 Communication 
challenges create barriers to effective teamwork by reducing information sharing, 
creating interpersonal conflict, or both. Because accepted communication patterns 
differ across cultures, it is a good idea to familiarize yourself with the communica-
tion patterns and norms of any other cultures with which you will be interacting.

Differing Attitudes toward Hierarchy and Authority
By design, teams have a rather flat structure. But team members from cultures in 
which people are treated differently according to their status in an organization 

Just as diversity is becoming more common in organizations, 
so too are groups and teams also becoming more diverse. 
This group, for instance, reflects several different forms of 
diversity. Group and team diversity can promote creativity and 
innovation. Unfortunately it can also be a source of conflict.
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are often uncomfortable on flat teams. If they defer to higher status team mem-
bers, their behavior will be seen as appropriate by team members from hierarchi-
cal cultures, but they may damage their credibility if most of the team comes from 
egalitarian cultures. For example, in multicultural teams, engineers from India 
are typically not culturally comfortable arguing with the team leader or with 
older people.110 This decreases the ability of the team to secure everyone’s input.

Conflicting Decision-Making Norms
Cultures differ substantially when it comes to how quickly decisions should be 
made and how much analysis is required. Compared with managers from other 
countries, U.S. managers like to make decisions very quickly and with relatively 
little analysis. A Brazilian manager at an American company made these com-
ments about a negotiation, “On the first day, we agreed on three points, and on 
the second day, the company wanted to start with point four. But the Koreans 
wanted to go back and rediscuss points one through three. My boss almost had 
an attack.”111

SUMMARY AND APPLICATION

A group is two or more persons who interact with one another such that each 
person influences and is influenced by each other person. Teams are an interde-
pendent collection of at least two individuals who share a common goal and share 
accountability for the team’s as well as their own outcomes. Groups and teams 
are not necessarily the same thing. All teams are groups, but not all groups are 
teams. Common kinds of groups in organizations include workgroups, teams, and 
informal groups.

The performance of any group is affected by several factors other than its rea-
sons for forming and the stages of its development. The five basic group perfor-
mance factors are composition, size, norms, cohesiveness, and informal leadership. 
Group composition is most often described in terms of the homogeneity or heteroge-
neity of the members. Group size can also have an important effect on performance. 
A norm is a standard against which the appropriateness of a behavior is judged and 
determines the behavior expected in a certain situation. Group cohesiveness is the 
extent to which a group is committed to remaining together; it results from forces 
acting on the members to remain in the group. The final group performance factor 
is informal leadership: the emergence of an individual who engages in leadership 
activities but whose right to do so has not been formally recognized.

When a new group or team is formed, it typically goes through several stages of 
development. Traditional research on small groups per se (as opposed to teams) has 
focused on a four-stage development process: (1) mutual acceptance, (2) communica-
tion and decision making, (3) motivation and productivity, and (4) control and orga-
nization. In terms of teamwork, other factors that contribute to performance include 
process gain or loss, team efficacy, trust, social facilitation, and roles. The process of 
implementation of teams should be approached as would be the case for any major 
organizational change.

Managers need to have a clear understanding of the potential benefits and costs 
of using teams. They should also know what they need to do to promote effective 
team performance, including providing top-management support, understanding 
time frames, and planning for the likely need to change rewards. Working to develop 
teamwork competencies is also important.

Virtual teams and multicultural teams are important emerging areas of team-
work that are relevant to most organizations today. Managers should strive to 
understand how to most effectively use these two kinds of teams.
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DISCUSSION QUESTIONS

1. Identify several different groups that you belong to and classify them as one 
of the group types discussed in this chapter.

2. Think about an effective team you have been on. What made it effective? 
Think about an underperforming team you have been on. Why was it 
underperforming?

3. Are any of the groups to which you belong too large or too small to get their work 
done? If so, what can the leader or the members do to alleviate the problem?

4. List two norms each for two of the groups to which you belong. How are these 
norms enforced?

5. Discuss the following statement: “Group cohesiveness is the good, warm feel-
ing we get from working in groups and is something that all group leaders 
should strive to develop in the groups they lead.”

6. Some say that changing to a team-based arrangement “just makes sense” for 
organizations. What are the four primary reasons why this might be so?

Starbucks’ expansion into South Korea posed a 

challenge. Should the company change its team-

work and equality culture to better fit South Korea’s 

hierarchical natural culture that valued hierarchi-

cal distance between employees or should it stay 

the same and reinforce its own values in South 

Korea?

Starbucks decided to stay true to its culture and 

values, but to be sensitive to the cultural needs and 

expectations of its South Korean employees. Because 

South Korean employees were uncomfortable calling 

each other by their first names rather than by tradi-

tional hierarchical titles, Starbucks’ managers gave 

every South Korean employee an English name to 

use at work. This made employees more comfortable 

using first names while preserving Starbucks’ equality 

values.112

Another teamwork issue emerged because South 

Korean men typically do not do “housework” chores 

including washing dishes and cleaning toilets. However, 

this type of work is expected of everyone in Starbucks’ 

stores. To help its male employees overcome the psy-

chological barrier to cleaning, Starbucks leveraged 

the South Korean cultural affinity for imitating leaders’ 

behaviors. The international director for Starbucks’ 

headquarters personally did all of the cleaning activ-

ities and even hung a picture of him cleaning the toi-

let. Because lower-level employees imitate the behavior 

of top leaders, this helped them overcome this cultural 

obstacle to teamwork.113

REAL-WORLD RESPONSE
TEAMWORK AT STARBUCKS
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7. Do you think a team contract would improve the effectiveness of teams? Why 
or why not?

8. Which do you feel is more important to team performance: informational diver-
sity or demographic diversity? Why? Do multicultural teams increase this type of 
diversity? If so, how?

UNDERSTAND YOURSELF EXERCISE

How Well Do You Add up as a Team Member?
Think about a group or team that you’ve been a part of. Answer the following ques-
tions about the nature of your participation by selecting the option that’s most accu-
rate. There are no right or wrong answers. You may have to be “hypothetical” in 
responding to a few items, and in some cases, you might have to rely on “composite” 
answers reflecting your experience in more than one group or teamwork setting.

 1. I offer information and opinions
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 2. I summarize what’s happening in the group
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 3. When there’s a problem, I try to identify what’s happening
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 4. I start the group working
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 5. I suggest directions that the group can take
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 6. I listen actively
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 7. I give positive feedback to other members of the group
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 8. I compromise
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 9. I help relieve tension
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never
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 10. I talk
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 11. I help to ensure that meeting times and places are arranged
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 12. I try to observe what’s happening in the group
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 13. I try to help solve problems
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 14. I take responsibility for ensuring that tasks are completed
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

 15. I like the group to be having a good time
a. Very frequently
b. Frequently
c. Sometimes

d. Rarely
e. Never

How to score: Award yourself points according to the values shown in the follow-
ing table. An answer of “b” on Question 5, for example, is worth 1 point, while a 
“b” on Question 6 is worth 3 points. To get your total score, add up the numbers 
in your “Score” column.

Question a b c d e Score
 1 1 2 3 2 1
 2 1 2 3 2 1
 3 1 2 3 2 1
 4 2 2 3 1 0
 5 0 1 3 1 0
 6 3 3 2 1 0
 7 3 3 2 1 0
 8 2 3 3 1 0
 9 1 2 3 1 0
10 0 0 3 2 1
11 2 3 3 1 0
12 3 3 2 1 0
13 2 3 3 1 0
14 2 2 3 1 0
15 1 1 2 1 1

TOTAL

41245 5 Very effective team person
35240 5 Effective team person
Under 35 5 Person who probably needs to work on his or her teamwork skills
Source: Adapted from University of South Australia, “Test Your Effectiveness as a Team Member.” Working in 
Teams’ Online Workshop. Handout: “Teamwork Skills Questionnaire.”
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GROUP EXERCISE

 1. Working alone, write the letters of the alphabet in a vertical column down 
the left side of a sheet of paper: A–Z.

 2. Your instructor will randomly select a sentence from any written document 
and read out loud the first twenty-six letters in that sentence. Write these 
letters in a vertical column immediately to the right of the alphabet column. 
Everyone should have an identical set of twenty-six two-letter combinations.

 3. Working alone, think of a famous person whose initials correspond to each 
pair of letters, and write the name next to the letters—for example, “MT 
Mark Twain.” You will have ten minutes. Only one name per set is allowed. 
One point is awarded for each legitimate name, so the maximum score is 
twenty-six points.

 4. After time expires, exchange your paper with another member of the class 
and score each other’s work. Disputes about the legitimacy of names will be 
settled by the instructor. Keep your score for use later in the exercise.

Your instructor will divide the class into groups of five to ten people. All groups 
should have approximately the same number of members. Each group now follows 
the procedure given in Part 1. Again write the letters of the alphabet down the 
left side of the sheet of paper, this time in reverse order: Z—A. Your instructor will 
dictate a new set of letters for the second column. The time limit and scoring proce-
dure are the same. The only difference is that the groups will generate the names.

Each team identifies the group member who came up with the most names. 
The instructor places these “best” students into one group. Then all groups repeat 
Part 2, but this time, the letters from the reading will be in the first column and 
the alphabet letters will be in the second column.

Each team calculates the average individual score of its members on Part 1 
and compares it with the team score from Parts 2 and 3, kept separately. Your 
instructor will put the average individual score and team scores from each part 
of each group on the board.

Follow-up Questions
 1. Are there differences in the average individual scores and the team scores? 

What are the reasons for the differences, if any?
 2. Although the team scores in this exercise usually are higher than the aver-

age individual scores, under what conditions might individual averages 
exceed group scores?

Source: Adapted from Jones, J. J., & Pfeiffer, J. W. (eds.). The Handbook for Group Facilitators  
(pp. 19–20). Copyright © 1979 Pfeiffer.
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After studying this chapter, you should be able to:

1 Describe the nature of decision making and distinguish it from problem solving.

2 Discuss the rational approach to decision making.

3 Identify and discuss the primary behavioral aspects of decision making.

4 Discuss group decision making in organizations.

5 Discuss the nature of creativity and relate it to decision making and problem solving.
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REAL-WORLD CHALLENGE

AN ETHICAL CHALLENGE

The CEO of a $20 million aircraft engine repair company just received a troubling fax. 
An airline is reporting that eight jets repaired by his company were just grounded because 
the turbines no longer worked. The airline claims that the CEO’s company’s parts are the 
cause of the problem. Within two hours, more calls come in and a total of eleven planes 
are grounded because of what the airline claims are problems with his company’s parts. 
Although word has not yet reached the press, the FAA has been notified of the problem. 
The CEO fears that if his lenders learn of the accusation, the company’s loans might be 
pulled. Not only would this be harmful to the company, but it would jeopardize his own 
financial stake in the firm. Because the FAA has begun an investigation, he reasons, the 
only thing to do is sit tight until more details are revealed.

Unfortunately, the company is also in the middle of its annual audit. As part of the 
process, the CEO has to sign a letter stating that the auditors have been informed of any 
outstanding circumstances that more than likely could have a negative financial impact 
on the company. Disclosing the FAA investigation could mean the financial demise of his 
company. The CEO states, “In my industry, there’s a very tight code of ethics about the use 
of drugs or alcohol by a manufacturer’s employees. But there’s nothing that tells you how 
you’re supposed to deal with reporting information like this.”1

Imagine that the CEO asks you how to decide what to do. Should he disclose the infor-
mation and risk the jobs of hundreds of employees and his own financial stake in the com-
pany? Or should he stay quiet until he has more information? After reading this chapter, 
you should have some good advice for him.

ECHO/JUICE IMAGES/GETTY IMAGES
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282 PART 3 | Social and Group Processes in Organizations

Managers routinely make both tough and easy decisions. Regardless of which 
decisions are made, though, it is almost certain that some observers will crit-
icize and others will applaud. Indeed, in the rough-and-tumble world of busi-
ness, there are few simple or easy decisions to make. Some managers claim to be 
focused on the goal of what is good for the company in the long term and make 
decisions accordingly. Others clearly focus on the here and now. Some decisions 
deal with employees, some with investors, and others with dollars and cents. But 
all require careful thought and consideration.

This chapter describes many different perspectives of decision making. We 
start by examining the nature of decision making and distinguishing it from 
problem solving. Next, we describe several different approaches to understand-
ing the decision-making process. We then identify and discuss related behavioral 
aspects of decision making. Next we discuss the major elements of group deci-
sion making. Finally, we discuss creativity, a key ingredient in many effective 
decisions.

THE NATURE OF DECISION MAKING
Decision making is choosing one alternative from among several. Consider a 
manager seeking a location for a new factory. The manager identifies a set of 
potential locations, assesses each in terms of a number of relevant criteria (such 
as cost of the land, access to transportation, the local labor force, property tax 
rates, and so forth). This assessment will allow the manager to eliminate some 
sites from further consideration but most likely there will still be multiple sites 
that best fit the firm’s requirements. At this point, the manager must make a 
decision and select one site to buy.

Problem solving, on the other hand, involves finding the answer to a ques-
tion. Suppose the manager in the previous example makes a decision about the 
best site for the factory and initiates the process of buying the land. However, the 
manager then discovers that there is some ambiguity about which of two legal 
entities actually owns the site. The most likely solution would be to engage the 
services of a real-estate attorney to sort things out. Most likely the attorney can 
get to the bottom of things and then the purchase can continue. In this case there 
is not a decision to be made, since there is one correct answer as to who owns the 
land.

Note that in some situations decision making and problem solving start 
out alike but may lead down different paths. To illustrate, let’s revisit the site 
selection example again. If after evaluating each of the primary locations, only 
one viable choice remains, then there is really no decision left to make—what 
appeared to call for a decision instead turned into a problem. Similarly, when the 
issue of land ownership comes up, the real-estate attorney might advise the man-
ager that it may take years and a great deal of money to identify the legal owner. 
Now the manager has to make a decision—continue efforts to buy the land or 
pull out and look for another option. Most of our interest relates to decision mak-
ing. However, we will identify implications for problem solving as relevant.

Figure 8.1 shows the basic elements of decision making. A decision mak-
er’s actions are guided by a goal. Each of several alternative courses of action is 
linked with various outcomes. Information is available on the alternatives, on 
the likelihood that each outcome will occur, and on the value of each outcome rel-
ative to the goal. The decision maker chooses one alternative on the basis of his 
or her evaluation of the information.

decision making
The process of choosing 
from among several 
alternatives

problem solving
Finding the answer to a 
question
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Developers targeted this tract of land as a future site for 
a shopping plaza. After much analysis, demographic 
and geographic research, and surveying, the developer 
selected this site.

Decisions made in organizations can be classified according to frequency and 
to information conditions. In a decision-making context, frequency is how often 
a particular decision situation recurs, and information conditions describe how 
much information is available about the likelihood of various outcomes.

Types of Decisions
The frequency of recurrence determines whether a decision is programmed 
or nonprogrammed. A  programmed decision recurs 
often enough for decision rules to be devel-
oped. A decision rule tells decision mak-
ers which alternative to choose once they 
have predetermined information about the 
decision situation. The appropriate decision 
rule is used whenever the same situation is 
encountered. Programmed decisions usually 
are highly structured; that is, the goals are 
clear and well known, the decision-making 

programmed decision
A decision that recurs often 
enough for a decision rule 
to be developed

decision rule
A statement that tells a 
decision maker which 
alternative to choose based 
on the characteristics of the 
decision situation

Elements of Decision Making
Figure 8.1

Alternative
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Action 1
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A decision maker has a goal, evaluates the outcomes of alternative courses of action in terms of the goal, and selects one alternative to be implemented.
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Nonprogrammed decisions are required when an unusual 
or complex situation arises that requires problem solving and 
judgment. When Blue Bell creameries discovered bacteria 
in one of its production facilities in 2015 its managers shut 
down all Blue Bell facilities while they worked to eradicate 
the bacteria. The entire process took months and cost the firm 
millions of dollars.

Airlines often use programmed decision rules to help make 
decisions about such things as flight cancellations and delays. 
For instance, if a plane dedicated to a particular flight has a 
mechanical problem that will take several days to repair and 
the airline has no other planes available, its decision rule 
may indicate that the flight needs to be canceled. However, if 
protocols suggest the plane can be repaired in a few hours then 
the flight is likely to simply be delayed.

procedure is already established, and the sources and 
channels of information are clearly defined.2

Airlines use established procedures when an airplane 
breaks down and cannot be used on a particular flight. 
Passengers may not view the issue as a programmed deci-

sion because they experience this situation relatively infrequently. But the 
airlines know that equipment problems that render a plane unfit for service 
arise on a recurring basis. Each airline has its own set of clear and defined proce-
dures to use in the event of equipment problems. A given flight may be delayed, 
cancelled, or continued on a different plane, depending on the nature of the prob-
lem and other circumstances (such as the number of passengers booked, the next 
scheduled flight for the same destination, the availability of another plane, and 
so forth).

When a problem or decision situation has not been encountered before, how-
ever, a decision maker cannot rely on previously established decision rules. Such 
a decision is called a nonprogrammed decision, and it requires problem solv-
ing. Problem solving is a special form of decision making in which the issue is 
unique; it often requires developing and evaluating alternatives without the 
aid of a decision rule.3 Nonprogrammed decisions are poorly structured because 
information is ambiguous, there is no clear procedure for making the decision, 
and the goals are often vague. For instance, in 2015 a popular ice cream maker, 
Blue Bell Creameries, learned that its production facilities were infected with 

listeria, a potentially dangerous bacteria. This was the first serious 
health problem the firm had ever encountered 

and managers faced considerable ambiguity 
in deciding how to respond. One key element 

of nonprogrammed decisions is that they 
require good judgment on the part of leaders 
and decision makers.4

Table 8.1 summarizes the character-
istics of programmed and nonprogrammed 
decisions. Note that programmed decisions 
are more common at the lower levels of the 

nonprogrammed decision
A decision that recurs 
infrequently and for 
which there is no 
previously established 
decision rule
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Decision-making conditions range from certainty to risk to uncertainty. For 
instance, if a firm is planning to launch a new video game for PlayStation, 
managers will need to assess factors associated with risk and uncertainty 
when developing their marketing budget.

organization, whereas a primary responsibility of top management is to make 
the difficult, nonprogrammed decisions that determine the organization’s long-
term effectiveness. By definition, the strategic decisions for which top manage-
ment is responsible are poorly structured, nonroutine, and have far-reaching 
consequences.5 Programmed decisions, then, can be made according to previously 
tested rules and procedures. Nonprogrammed decisions generally require that 
the decision maker exercise judgment and creativity. In other words, all prob-
lems require a decision, but not all decisions require problem solving.

Decision-Making Conditions
Decisions are made to bring about desired outcomes, 
but the information available about those outcomes 
varies. The range of available information can be con-
sidered as a continuum whose endpoints represent 
complete certainty—when all alternative outcomes 
are known—and complete uncertainty, when all alter-
native outcomes are unknown. Points between the two 
extremes create risk—the decision maker has some infor-
mation about the possible outcomes and may be able to  
estimate the probability of their occurrence.

Different information conditions present different 
challenges to the decision maker.6 For example, suppose 

Characteristics of Programmed and Nonprogrammed Decisions
Table 8.1

CHARACTERISTICS
PROGRAMMED 
DECISIONS

NONPROGRAMMED 
DECISIONS

Type of decision Well-structured Poorly structured

Frequency Repetitive and routine New and unusual

Goals Clear, specific Vague

Information Readily available Not available, unclear Channels

Consequences Minor Major

Organizational level Lower levels Upper levels

Time for solution Short Relatively long

Basis for solution Decision rules, set Judgment and creativity

Procedures

S
H

U
A

N
G

 L
I/

S
H

U
T

T
E

R
S

T
O

C
K

.C
O

M

42502_ch08_ptg01_280-315.indd   285 18/12/18   12:31 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



286 PART 3 | Social and Group Processes in Organizations

the marketing manager of PlayStation is trying to determine whether to launch 
an expensive promotional effort for a new video game (see Figure 8.2). For sim-
plicity, assume there are only two alternatives: to promote the game or not to 
promote it. Under a condition of certainty, the manager knows the outcomes of 
each alternative. If the new game is promoted heavily, the company will realize a 
$10 million profit. Without promotion, the company will realize only a $2 million 
profit. Here the decision is simple: Promote the game. (Note: These figures are 
created for the purposes of this example and are not actual profit figures for any 
company.)

Under a condition of risk, the decision maker cannot know with cer-
tainty what the outcome of a given action will be but has enough information 
to estimate the probabilities of various outcomes. Thus, working from infor-
mation gathered by the market research department, the marketing man-
ager in our example can estimate the likelihood of each outcome in a risk 
situation. In this case, the alternatives are defined by the size of the market. 
The probability for a large video game market is 0.6 and the probability for 
a small market is 0.4. The manager can calculate the expected value of the 

condition of certainty
Manager knows what 
the outcomes of each 
alternative of a given 
action will be and has 
enough information to 
estimate the probabilities 
of various outcomes

condition of risk
The decision maker 
cannot know with 
certainty what the 
outcome of a given action 
will be but has enough 
information to estimate 
the probabilities of 
various outcomes

The three decision-making conditions of certainty, risk, and uncertainty for the decision about whether to promote a new video game to the market.

Figure 8.2
Alternative Outcomes under Different Decision-Making Conditions

Information
Conditions Alternatives

Probability
of Outcome
Occurring

Outcome
Goal: To

Maximize Profit

Do Not
Promote

Promote
1.0
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Do Not
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Promote

Uncertain

Uncertain

Uncertain

Uncertain Outcomes
Unknown

Outcomes
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?

?

?

Uncertainty

$10,000,000 Profit

$2,000,000 Profit

$10,000,000 

$2,000,000 

Do Not
Promote

Promote

Large Market: 0.6

Small Market: 0.4

Risk Large Market: 0.6

Small Market: 0.4

$10,000,000 Profit

$2,000,000 Profit

$2,000,000 Profit

$500,000 Profit

Expected
Value$6,000,000 

$800,000 

$1,200,000 

$200,000 

$6,800,000 

$1,400,000 

Uncertain?
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promotional effort based on these probabilities and the expected profits asso-
ciated with each. To find the expected value of an alternative, the manager 
multiplies each outcome’s value by the probability of its occurrence. The sum 
of these calculations for all possible outcomes represents that alternative’s 
expected value. In this case, the expected value of alternative 1—to promote 
the new game—is as follows:

 0.6 3 $10,000,000 5 $6,000,000

 60.4 3 $2,000,000 5 $800,000

 Expected value of alternative 1 5 $6,800,000

The expected value of alternative 2—not to promote the new game—is 
$1,400,000 (see Figure 8.2). The marketing manager should choose the first 
alternative, because its expected value is higher. The manager should recognize, 
however, that although the numbers look convincing, they are based on incom-
plete information and are only estimates of probability.

The decision maker who lacks enough information to estimate the probability 
of outcomes (or perhaps even to identify the outcomes at all) faces a  condition 
of uncertainty. In the PlayStation example, this might be the case if sales of 
video games had recently collapsed and it was not clear whether the precipitous 
drop was temporary or permanent, nor when information to clarify the situa-
tion would be available. Under such circumstances, the decision maker may wait 
for more information to reduce uncertainty or rely on judgment, experience, and 
intuition to make the decision. Of course, it is also important to remember that 
decision making is not always so easy to classify in terms of certainty, risk, and 
uncertainty.

Several approaches to decision making offer insights into the process by 
which managers arrive at their decisions. The rational approach is appealing 
because of its logic and economy. Yet these very qualities raise questions about 
this approach because decision making often is not a wholly rational process. The 
behavioral approach, meanwhile, attempts to account for the limits on rational-
ity in decision making. Of course, as we will see, many managers combine ratio-
nality with behavioral processes when making decisions. The sections that follow 
explore these approaches in more detail.

THE RATIONAL APPROACH TO DECISION 
MAKING
The rational decision-making approach assumes that managers follow a 
systematic, step-by-step process. It further assumes that the organization is ded-
icated to making logical choices and doing what makes the most sense econom-
ically and that it is managed by decision makers who are entirely objective and 
have complete information.7

Steps in Rational Decision Making
Figure 8.3 identifies the steps of the process, starting with stating a goal and run-
ning logically through the process until the best decision is made, implemented, 
and controlled.

condition of uncertainty
The decision maker lacks 
enough information to 
estimate the probability of 
possible outcomes

rational decision-making 
approach
A systematic, step-by-
step process for making 
decisions
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288 PART 3 | Social and Group Processes in Organizations

State the Situational Goal
The rational decision-making process begins with the statement of a situational 
goal—that is, a goal for a particular situation. The goal of a marketing depart-
ment, for example, may be to obtain a certain market share by the end of the 
year. (Some models of decision making do not start with a goal. We include it, 

Figure 8.3
The Rational Decision-Making Approach

Identification of Problem:
Criteria Development

Programmed
or Nonprogrammed

Decision?

Statement of
Situational Goal

Implementation

Rational Choice of Best
Possible Alternative

Control:
Measurement and

Adjustment

Information

Information

Information

Information

ProgrammedNonprogrammed

Information

Generate All
Possible Alternatives

Evaluate All Alternatives

Apply Decision Rule Information

The rational model follows a systematic, step-by-step approach from goals to implementation, measurement, and control.
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however, because it is the standard used to determine whether there is a decision 
to be made.)

Identify the Problem
The purpose of problem identification is to gather information that bears on the 
goal. If there is a discrepancy between the goal and the actual state, action may 
be needed. In the marketing example, the group may gather information about 
the company’s actual market share and then compare it with the desired market 
share. A difference between the two represents a problem that necessitates a 
decision. Reliable information is very important in this step. Inaccurate informa-
tion can lead to an unnecessary decision or to no decision when one is required.

Determine the Decision Type
Next, the decision makers must determine whether the problem represents a pro-
grammed or a nonprogrammed decision. If a programmed decision is needed, the 
appropriate decision rule is invoked, and the process moves on to the choice among 
alternatives. A programmed marketing decision may be called for if analysis reveals 
that competitors are outspending the company on print advertising. Because creat-
ing print advertising and buying space for it are well-established functions of the 
marketing group, the problem requires only a programmed decision.

Although it may seem simple to diagnose a situation as programmed, apply 
a decision rule, and arrive at a solution, mistakes can still occur. Choosing the 
wrong decision rule or assuming the problem calls for a programmed decision 
when a nonprogrammed decision actually is required can result in poor decisions. 
The same caution applies to the determination that a nonprogrammed decision is 
called for. If the situation is wrongly diagnosed, the decision maker wastes time 
and resources seeking a new solution to an old problem, or “reinventing the wheel.”

Generate Alternatives
The next step in making a nonprogrammed decision is to generate alternatives. 
The rational process assumes that decision makers will generate all the possi-
ble alternative solutions to the problem. However, this assumption is unrealis-
tic because even simple business problems can have scores of possible solutions. 
Decision makers may rely on education and experience as well as knowledge of 
the situation to generate alternatives. In addition, they may seek information 
from other people such as peers, subordinates, and supervisors. Decision makers 
may analyze the symptoms of the problem for clues or fall back on intuition or 
judgment to develop alternative solutions.8 If the marketing department in our 
example determines that a nonprogrammed decision is required, it will need to 
generate alternatives for increasing market share.

Evaluate Alternatives
Evaluation involves assessing all possible alternatives in terms of predeter-
mined decision criteria. The ultimate decision criterion is “Will this alternative 
bring us nearer to the goal?” In each case, the decision maker must examine each 
alternative for evidence that it will reduce the discrepancy between the desired 
state and the actual state. The evaluation process usually includes (1) describing 
the anticipated outcomes (benefits) of each alternative, (2) evaluating the antic-
ipated costs of each alternative, and (3) estimating the uncertainties and risks 
associated with each alternative.9 In most decision situations, the decision maker 
does not have perfect information regarding the outcomes of all alternatives.  
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At one extreme, as shown earlier in Figure 8.2, outcomes may be known with 
certainty; at the other, the decision maker has no information whatsoever, so the 
outcomes are entirely uncertain. But risk is the most common  situation.

Choose an Alternative
Choosing an alternative is usually the most crucial step in the decision-making 
process. Choosing consists of selecting the alternative with the highest possible 
payoff, based on the benefits, costs, risks, and uncertainties of all alternatives. In 
the PlayStation promotion example, the decision maker evaluated the two alter-
natives by calculating their expected values. Following the rational approach, the 
manager could choose the alternative with the largest expected value.

Even with the rational approach, however, difficulties can arise in choos-
ing an alternative. First, when two or more alternatives have equal payoffs, the 
decision maker must obtain more information or use some other criterion to 
make the choice. Second, when no single alternative will accomplish the objec-
tive, some combination of two or three alternatives may have to be implemented. 
Finally, if no alternative or combination of alternatives will solve the problem, 
the decision maker must obtain more information, generate more alternatives, 
or change the goals.10

An important part of the choice phase is the consideration of contingency 
plans—alternative actions that can be taken if the primary course of action is 
unexpectedly disrupted or rendered inappropriate.11 Planning for contingencies 
is part of the transition between choosing the preferred alternative and imple-
menting it. In developing contingency plans, the decision maker usually asks 
such questions as “What if something unexpected happens during the implemen-
tation of this alternative?” or “If the economy goes into a recession, will the choice 
of this alternative ruin the company?” or “How can we alter this plan if the econ-
omy suddenly rebounds and begins to grow?”

Implement the Plan
Implementation puts the decision into action. It builds on the commitment and 
motivation of those who participated in the decision-making process (and may 
actually bolster individual commitment and motivation). To succeed, implemen-

tation requires the proper use of resources and good manage-
ment skills. Following the decision to promote 
the new PlayStation game heavily, for exam-
ple, the marketing manager must implement 
the decision by assigning the project to a work 
group or task force. The success of this team 
depends on the leadership, the reward structure, 
the communications system, and group dynam-
ics. Sometimes the decision maker begins to doubt 
a choice already made. This doubt is called post- 
decision dissonance, closely related to cognitive 

contingency plans
Alternative actions to take 
if the primary course of 
action is unexpectedly 
disrupted or rendered 
inappropriate

post-decision dissonance
Doubt about a choice that 
has already been made

Contingency plans are often developed as a part of rational 
decision making. For instance, suppose a decision is made based 
on the assumption that stock prices will increase consistently for the 
next 24 months. What happens if stock prices begin to decline? 
A contingency plan might be developed to account for this 
unexpected economic disruption.
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dissonance (as discussed in Chapter 4).12 To reduce the tension created by the 
dissonance, the decision maker may seek to rationalize the decision further with 
new information.

Control: Measure and Adjust
In the final stage of the rational decision-making process, the outcomes of the deci-
sion are measured and compared with the desired goal. If a discrepancy remains, 
the decision maker may restart the decision-making process by setting a new goal 
(or reiterating the existing one). The decision maker, unsatisfied with the previous 
decision, may modify the subsequent decision-making process to avoid another mis-
take. Changes can be made in any part of the process, as Figure 8.3 illustrates by 
the arrows leading from the control step to each of the other steps. Decision making 
therefore is a dynamic, self-correcting, and ongoing  process in organizations.

Suppose a marketing department implements a new print advertising cam-
paign. After implementation, it constantly monitors market research data and 
compares its new market share with the desired market share. If the advertising 
has the desired effect, no changes will be made in the promotion campaign. If, 
however, the data indicate no change in the market share, additional decisions 
and implementation of a contingency plan may be necessary.

Strengths and Weaknesses of the Rational Approach
The rational approach has several strengths. It forces the decision maker to con-
sider a decision in a logical, sequential manner, and the in-depth analysis of alter-
natives enables the decision maker to choose on the basis of information rather 
than emotion or social pressure. But the rigid assumptions of this approach often 
are unrealistic.13 The amount of information available to managers usually is 
limited by either time or cost constraints, and most decision makers have limited 
ability to process information about the alternatives. In addition, not all alterna-
tives lend themselves to quantification in terms that will allow for easy compar-
ison. Finally, because they cannot predict the future, it is unlikely that decision 
makers will know all possible outcomes of each alternative.

Evidence-Based Decision Making
While rational decision-making perspectives have been around for decades, some 
experts (most notably Jeffrey Pfeffer and Robert Sutton) have recently called for 
a renewed focus on rationality.14 This new focus has been called evidence-based 
management. Evidence-based management (EBM) is defined as the commit-
ment to identify and utilize the best theory and data available to make decisions. 
Advocates of this approach encourage the use of five basic “principles”:

 1. Face the hard facts, and build a culture in which people are encouraged to 
tell the truth, even if it’s unpleasant.

 2. Be committed to “fact-based” decision making—which means being commit-
ted to getting the best evidence and using it to guide actions.

 3. Treat your organization as an unfinished prototype—encourage experimen-
tation and learning by doing.

 4. Look for the risks and drawbacks in what people recommend (even the best 
medicine has side effects).

 5. Avoid basing decisions on untested but strongly held beliefs, what you have 
done in the past, or uncritical “benchmarking” of what winners do.

evidence-based 
management (EBM)
The commitment to 
identify and utilize the 
best theory and data 
available to make 
decisions
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292 PART 3 | Social and Group Processes in Organizations

EBM advocates are particularly persuasive when they use EBM to question the 
outcomes of decisions based on “untested but strongly held beliefs” or on “uncriti-
cal ‘benchmarking.’” Take, for instance, the popular decision to pay high perform-
ers significantly more than low performers. Pfeffer and Sutton’s research shows 
that pay-for-performance policies get good results when employees work solo or 
independently. But it’s another matter altogether when it comes to collaborative 
teams—the kind of teams that make so many organizational decisions today. 
Under these circumstances, the greater the gap between highest and lowest paid 
executives, the weaker the firm’s financial performance. Why? According to Pfeffer 
and Sutton, wide disparities in pay often weaken both trust among team members 
and the social connectivity that contributes to strong team-based decision making.

Or consider another increasingly prevalent decision for evaluating and reward-
ing talent. Pioneered at General Electric by the legendary Jack Welch, the practice 
of “forced ranking” divides employees into three groups based on performance—the 
top 20 percent, middle 70 percent, and bottom 10 percent—and terminates those at 
the bottom. Pfeffer and Sutton found that, according to many HR managers, forced 
ranking impaired morale and collaboration and ultimately reduced productivity. 
They also concluded that automatically firing the bottom 10 percent resulted too 
often in the unnecessary disruption of otherwise effective teamwork. That’s how 
they found out that 73 percent of the errors committed by commercial airline pilots 
occur on the first day that reconfigured crews work together.15

THE BEHAVIORAL APPROACH  
TO DECISION MAKING
Whereas the rational approach assumes that managers operate logically and 
rationally, the behavioral approach acknowledges the role and importance of 
human behavior in the decision-making process. Herbert A. Simon was one of the 
first experts to recognize that decisions are not always made with rationality and 
logic.16 Simon was subsequently awarded the Nobel Prize in economics. Rather 
than prescribing how decisions should be made, his view of decision making, now 
called the administrative model of decision making, describes how decisions 
often actually are made. (Note that Simon was not advocating that managers 
use the administrative model but was instead describing how managers actually 
do make decisions.) Our Understand Yourself feature will give you some quick 
insights into how emotion can also affect how we make decisions.

The Administrative Model
One crucial assumption of the administrative model is that decision makers oper-
ate with bounded rationality rather than with the perfect rationality assumed by 
the rational approach. Bounded rationality is the idea that although individ-
uals may seek the best solution to a problem, the demands of processing all the 
information bearing on the problem, generating all possible solutions, and choos-
ing the single best solution are beyond the capabilities of most decision makers. 
Thus, they accept less-than-ideal solutions based on a process that is neither 
exhaustive nor entirely rational.

For example, one study found that under time pressure, groups usually elim-
inate all but the two most favorable alternatives and then process the remaining 

administrative model of 
decision making
Argues that managers use 
bounded rationality, rules 
of thumb, suboptimizing, 
and satisficing in making 
decisions

bounded rationality
Idea that decision 
makers cannot deal with 
information about all the 
aspects and alternatives 
pertaining to a problem 
and therefore choose to 
tackle some meaningful 
subset of it
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Using the scale below, write the number from 1 to 6 that 
reflects your agreement or disagreement with the statements 
below. When you are finished, follow the scoring instructions 
at the bottom to interpret your score.

___  1. I listen to my feelings when making important 
decisions.

___  2. I base my goals in life on inspiration, rather than 
logic.

___  3. I plan my life based on how I feel.
___  4. I plan my life logically.
___  5. I believe emotions give direction to life.
___  6. I believe important decisions should be based on 

logical reasoning.
___  7. I listen to my brain rather than my heart.
___  8. I make decisions based on facts, not feelings.

Scoring: For questions 4, 6, 7, and 8, change your score  
as follows: 1 5 6; 2 5 5; 3 5 4; 4 5 3; 5 5 2; 6 5 1.  
Cross out your old response so that you can clearly see the 
replacement number. Now add up your responses to the 
eight items.
Interpretation: If you scored 36 or above, you tend to rely 
heavily on your feelings when making decisions. This could 
mean that you try to make decisions too quickly. You might try 
to recognize the role that emotions tend to play in your deci-
sions and consciously take more time to identify and consider 
the facts before deciding.

If you scored between 24 and 35, you tend to use a bal-
ance of logic and emotion when making decisions. Although 
intuition can be helpful when making complex decisions, try to 
remain fact- rather than emotion-focused.

If you scored 23 or less, you tend to use logic over emo-
tions when making decisions. This can lead to effective deci-
sions, although it also can lead to slower decision making.

Source: International Personality Item Pool: A Scientific Collaboratory for the 
Development of Advanced Measures of Personality Traits and Other Individual 
Differences. Available online: http://ipip.ori.org.

U N D E R S TA N D  Y O U R S E L F
EMOTION-BASED DECISION MAKING

Strongly 
disagree

Moderately 
disagree

Slightly 
disagree

Slightly 
agree

Moderately 
agree

Strongly 
agree

1 2 3 4 5 6

two in great detail.17 Thus, decision makers operating with bounded rationality 
limit the inputs to the decision-making process and base decisions on judgment 
and personal biases as well as on logic.18

The administrative model is characterized by (1) the use of procedures and 
rules of thumb, (2) suboptimizing, and (3) satisficing. Uncertainty in decision 
making can initially be reduced by relying on procedures and rules of thumb. 
If, for example, increasing print advertising has increased a company’s market 
share in the past, that linkage may be used by company employees as a rule of 
thumb in decision making. When the previous month’s market share drops below 
a certain level, the company might increase its print advertising expenditures by 
25 percent during the following month.

Suboptimizing is knowingly accepting less than the best possible outcome. 
Frequently, given organizational constraints, it is not feasible to make the ideal 
decision in a real-world situation. The decision maker often must suboptimize to 
avoid unintended negative effects on other departments, product lines, or deci-
sions.19 An automobile manufacturer, for example, can cut costs dramatically and 
increase efficiency if it schedules the production of one model at a time. Thus, the 
production group’s optimal decision is single-model scheduling. But the market-
ing group, seeking to optimize its sales goals by offering a wide variety of models, 
may demand the opposite production schedule: short runs of entirely different 
models. The groups in the middle—design and scheduling—may suboptimize 
the benefits the production and marketing groups seek by planning long runs 

suboptimizing
Knowingly accepting less 
than the best possible 
outcome to avoid 
unintended negative 
effects on other aspects of 
the organization
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A variety of behavioral forces can affect decision making, including 
intuition and escalation of commitment. For example, these managers 
are using their intuition to make a decision about whether or not recent 
upward trends in prices are likely continue or if a downturn is more 
likely in the coming months.

of slightly different models. This is the practice of the large auto manufacturers 
such as General Motors and Ford, which make multiple body styles in different 
models on the same production line.

The final feature of the behavioral approach is satisficing: examining alter-
natives only until a solution that meets minimal requirements is found and 
then ceasing to look for a better one.20 The search for alternatives usually is a 
sequential process guided by procedures and rules of thumb based on previous 
experiences with similar problems. The search often ends when the first mini-
mally acceptable choice is encountered. The resulting choice may narrow the dis-
crepancy between the desired and the actual states, but it is not likely to be the 
optimal solution. As the process is repeated, incremental improvements slowly 
reduce the discrepancy between the actual and desired states.

Other Behavioral Forces in Decision Making
In addition to those behavioral elements identified in the administrative model, 
the manager should also be aware of other behavioral forces that can affect deci-
sion making as well. These include political forces, intuition, escalation of com-
mitment, risk propensity, and ethics. Prospect theory is also relevant.

Political Forces in Decision Making
Political forces can play a major role in how decisions are made. We cover polit-
ical behavior in Chapter 13, but one major element of politics, coalitions, is 
especially relevant to decision making. A coalition is an informal alliance of 
individuals or groups formed to achieve a common goal. This common goal is 
often a preferred decision alternative. For example, coalitions of stockholders fre-
quently band together to force a board of directors to make a certain decision. 
Indeed, many of the recent power struggles between management and dissident 
shareholders at Dell Computer have relied on coalitions as each side tried to 
gain the upper hand against the other.21 The impact of coalitions can be either 
positive or negative. They can help astute managers get the organization on a 
path toward effectiveness and profitability, or they can strangle well-conceived 
strategies and decisions. Managers must recognize when to use coalitions, how to 
assess whether coalitions are acting in the best interests of the organization, and 
how to constrain their dysfunctional effects.22

Intuition
Intuition is an innate belief about something 
without conscious consideration. Managers some-
times decide to do something because it “feels right” 
or they have a hunch. This feeling is usually not 
arbitrary, however. Rather, it is based on years of 
experience and practice in making decisions in simi-

satisficing
Examining alternatives 
only until a solution 
that meets minimal 
requirements is found

coalition
An informal alliance of 
individuals or groups 
formed to achieve a 
common goal

intuition
An innate belief about 
something without 
conscious consideration
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lar situations. An inner sense may help managers make an occasional decision 
without going through a full-blown rational sequence of steps. The best-sell-
ing book by Malcolm Gladwell entitled Blink: The Power of Thinking without 
Thinking made strong arguments that intuition is both used more commonly 
and results in better decisions than had previously been believed. On the other 
hand, some experts challenge this view and suggest that underlying under-
standing and experience make intuition mask the true processes used to make 
quick decisions.23

The New York Yankees once contacted three major sneaker manufacturers, 
Nike, Reebok, and Adidas, and informed them that they were looking to make a 
sponsorship deal. While Nike and Reebok were carefully and rationally assessing 
the possibilities, managers at Adidas quickly realized that a partnership with 
the Yankees made a lot of sense for them. They responded very quickly to the 
idea and ended up hammering out a contract while the competitors were still 
analyzing details.24 Of course, all managers, but most especially inexperienced 
ones, should be careful not to rely on intuition too heavily. If rationality and 
logic are continually flouted for what “feels right,” the odds are that disaster will 
strike one day.

Escalation of Commitment
Another important behavioral process that influences decision making is 
 escalation of commitment to a chosen course of action (sometimes called the 
sunk cost fallacy). In particular, decision makers sometimes make decisions and 
then become so committed to the course of action suggested by that decision that 
they stay with it or even increase their investment in it, even when it appears to 
have been wrong.25 People sometimes justify continued or increased investments 
of time, money, or in the case of the military even human lives because of their 
prior investment in a decision, even if new evidence suggests that the decision 
should be changed or even reversed. For example, when people buy stock in a 
company, they sometimes refuse to sell it or even buy more after repeated drops 
in price. They chose a course of action—buying the stock in anticipation of mak-
ing a profit—and then stay with it even in the face of increasing losses.

For years Pan American World Airways (Pan Am, as it was called) was one of 
the top airlines in the world. At one point its managers made a decision to use 
some of the firm’s profits to diversify into real estate and other businesses. At the 
time the airline industry was heavily regulated by the U.S. government and Pan 
Am’s revenues and profits were very stable. But when the industry was deregu-
lated, Pan Am began to struggle and lose market share to other carriers. As losses 
mounted, the airline’s managers continued to operate as they had before dereg-
ulation. When Pan Am managers finally came to understand how ineffective the 
airline operations and their out-of-date practices had become, the “rational” deci-
sion would have been, as experts today point out, to sell off the remaining airline 
operations and concentrate on the firm’s more profitable businesses. But because 
they still saw the company as being first and foremost an airline, they instead 
began to slowly sell off the firm’s profitable holdings to keep the airline flying. 
Eventually, the company was left with nothing but an ineffective and inefficient 
airline and then had to sell off its more profitable routes before eventually being 
taken over by Delta. Had Pan Am managers made the more rational decision 
years earlier, chances are the firm could still be a profitable enterprise today, 
albeit one with no involvement in the airline industry.26

Thus, decision makers must walk a fine line. On the one hand, they must 
guard against sticking with an incorrect decision too long. To do so can bring 

escalation of commitment
Occurs when a decision 
maker stays with a 
decision even when it 
appears to be wrong
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296 PART 3 | Social and Group Processes in Organizations

about financial decline. On the other hand, managers should not bail out of a 
seemingly incorrect decision too soon, as Adidas did several years ago. Adidas 
once dominated the market for professional athletic shoes. It subsequently 
entered the market for amateur sports shoes and did well there also. But man-
agers incorrectly interpreted a sales slowdown as a sign that the boom in ath-
letic shoes was over. They thought that they had made the wrong decision and 
ordered drastic cutbacks. The market took off again with Nike at the head of the 
pack, and Adidas could not recover. Fortunately, a new management team has 
changed the way Adidas makes decisions and, as illustrated earlier, the firm is 
again on its way to becoming a force in the athletic shoe and apparel markets.

Risk Propensity and Decision Making
The behavioral element of risk propensity is the extent to which a decision 
maker is willing to gamble when making a decision. Some managers are cau-
tious about every decision they make. They try to adhere to the rational model 
and are extremely conservative in what they do. Such managers are more likely 
to avoid mistakes, and they infrequently make decisions that lead to big losses. 
Other managers are extremely aggressive in making decisions and are willing 
to take risks.27 They rely heavily on intuition, reach decisions quickly, and often 
risk big investment on their decisions. As in gambling, these managers are more 
likely than their conservative counterparts to achieve big successes with their 
decisions; they are also more likely to incur greater losses.28 The organization’s 
culture is a prime ingredient in fostering different levels of risk propensity.

Ethics and Decision Making
Ethics are a person’s beliefs about what constitutes right and wrong behav-
ior. Ethical behavior is that which conforms to generally accepted social norms; 
unethical behavior does not conform to generally accepted social norms. Some 
decisions made by managers may have little or nothing to do with their own 
personal ethics, but many other decision are influenced by the manager’s eth-
ics. For example, decisions involving such disparate issues as hiring and firing 
employees, dealing with customers and suppliers, setting wages and assigning 
tasks, and maintaining one’s expense account are all subject to ethical influences. 
And, of course, managers can make fatal personal decisions simply because they 
choose to ignore the difference between right and wrong.

In general, ethical dilemmas for managers may center on direct personal 
gain, indirect personal gain, or simple personal preferences. Consider, for exam-
ple, a top executive contemplating a decision about a potential takeover. His or 
her stock option package may result in enormous personal gain if the decision 
goes one way, even though stockholders may benefit more if the decision goes the 
other way. An indirect personal gain may result when a decision does not directly 
add value to a manager’s personal worth but does enhance his or her career. Or 
the manager may face a choice about relocating a company facility in which one 
of the options is closest to his or her residence.

Managers should carefully and deliberately consider the ethical context of 
every one of their decisions. The goal, of course, is for the manager to make the 
decision that is in the best interest of the firm, as opposed to the best interest of 
the manager. Doing this requires personal honesty and integrity. Managers also 
find it helpful to discuss potential ethical dilemmas with colleagues. Others can 
often provide an objective view of a situation that may help a manager avoid 
unintentionally making an unethical decision. The Global Issues feature focuses 
on cultural and national influences on ethical awareness.

risk propensity
The extent to which a 
decision maker is willing 
to gamble in making a 
decision

ethics
A person’s beliefs about 
what constitutes right and 
wrong behavior
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Prospect Theory and Decision Making
Finally, prospect theory also offers useful insights into how people make deci-
sions regarding their own behavior.32 Essentially, prospect theory focuses on 
decisions under a condition of risk. The theory argues that such decisions are 
influenced more by the potential value of gains or losses than the final outcome 
itself. The theory further argues that, all else being equal, people are more moti-
vated to avoid losses than they are to seek gains. Stated another way, people may 
be more motivated by the threat of losing something they have than they are by 
the prospect of gaining something they do not have.

For instance, one study investigated this hypothesis in a sample of pub-
lic school teachers in Chicago. One group of teachers was told that they could 
receive a bonus of up to $8,000 at the end of the school year if their students met 
certain test score targets. The other group was given an upfront bonus of $4,000 
at the beginning of the school year. These teachers were told that if their stu-
dents did not meet test score targets, they would have to pay back some or all of 
the bonus; however, if their students met targets, they could keep the bonus plus 
earn up to another $4,000 in a year-end bonus. Students of the second group of 
teachers had higher test scores at the end of the year. The researchers inferred 
that the teachers who had something to lose (some or all of the $4,000 upfront 
bonus) were more motivated to improve their students’ test scores than were the 
teachers who could not lose anything.33

prospect theory
Argues that when people 
make decisions under a 
condition of risk they are 
more motivated to avoid 
losses than they are to 
seek gains

G L O B A L     I S S U E S

CULTURE AND NATIONALITY INFLUENCES ON ETHICAL AWARENESS

If we do not recognize ethical issues in a situation, we are 
unlikely to attend to them in making subsequent decisions. 
Research has found that both culture and nationality influ-
ence the recognition of ethical issues. One study found that 
Taiwanese sales agents were more likely to perceive ethical 
issues associated with their companies’ or competitors’ agents 
while U.S. sales agents were more likely to perceive ethical 
issues with their colleagues’ behavior.29

A second study compared the ethical awareness of 
Australians and Americans, argued to be “cultural cousins” 
because of their similar cultures. Despite having similar cul-
tures, Americans were more likely than the Australians to 
identify an ethical problem in scenarios involving the with-
holding of information and the misleading of an appraiser.30

A third study asked managers from around the world to 
decide what they would do next in the following situation:31

You are riding in a car driven by a close friend. He hits a 
pedestrian. You know he was going at least thirty-five miles 
per hour in an area of the city where the maximum allowed 
speed is twenty miles per hour. There are no witnesses. His 
lawyer says that if you testify under oath that he was only 
driving twenty miles per hour, it might save him from serious 
consequences.

1. What right has your friend to expect you to protect him?
a. My friend has a definite right as a friend to expect me 

to testify to the lower figure.
b. He has some right as a friend to expect me to testify to 

the lower figure.
c. He has no right as a friend to expect me to testify to 

the lower figure.
2. What do you think you would do in view of the obli-

gations of a sworn witness and the obligations to your 
friend?
a. Testify that he was going twenty miles an hour.
b. Not testify that he was going twenty miles an hour.

Managers’ responses to this situation differed widely. More 
than 90 percent of managers in Canada (96 percent), the 
United States (95 percent), Switzerland (94 percent), and 
Sweden (93 percent) said that because society’s rules were 
made for everyone, their friend had no right to expect them 
to testify falsely. Consequently, they would not testify that their 
friend was driving at twenty miles-per-hour. In contrast, fewer 
than half of the managers from South Korea (26 percent),  
Venezuela (34 percent), Russia (42 percent), and China  
(48 percent) would refuse to support their friend.

42502_ch08_ptg01_280-315.indd   297 18/12/18   12:31 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203
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An Integrated Approach to Decision Making
Because of the unrealistic demands of the rational approach and the lim-
ited, short-term orientation of the behavioral approach, neither is entirely 
satisfactory. However, the worthwhile features of each can be combined into 
a practical approach to decision making, shown in Figure 8.4. The steps in 

Figure 8.4
Practical Approach to Decision Making with Behavioral Guidelines

Identification of problem:
Develop adequate criteria.

Programmed or
nonprogrammed decision:
Potential for misdiagnosis?

State situational goals, which
may be multiple and changing.

Implementation: Support the 
decision by actions.

Rational choice of best 
possible alternative, 

based on available information.
Develop contingency plans.

Control: 
Measurement and adjustment. 
Monitor environmental changes.

Information

Information

Information

Information

ProgrammedNonprogrammed

Information

Generate as many 
alternatives as possible, as 

time and money permit.

Evaluate all alternatives
as objectively as possible.

Apply decision rule.

Information

The practical model applies some of the conditions recognized by the behavioral approach to the rational approach to decision making. Although similar 
to the rational model, the practical approach recognizes personal limitations at each point (or step) in the process.
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this process are the same as in the rational approach; however, the conditions 
recognized by the behavioral approach are added to provide a more realistic 
process. For example, the integrated approach suggests that rather than gen-
erating all alternatives, the decision maker should try to go beyond rules of 
thumb and satisficing limitations and generate as many alternatives as time, 
money, and other practicalities of the situation allow. In this synthesis of the 
two other approaches, the rational approach provides an analytical framework 
for making decisions, whereas the behavioral approach provides a moderating 
influence.

In practice, decision makers use some hybrid of the rational, behavioral, and 
integrated approaches to make the tough day-to-day decisions in running orga-
nizations. Some decision makers use a methodical process of gathering as much 
information as possible, developing and evaluating alternatives, and seeking 
advice from knowledgeable people before making a decision. Others fly from one 
decision to another, making seemingly hasty decisions and barking out orders 
to subordinates. The second group would seem not to use much information or 
a rational approach to making decisions. Recent research, however, has shown 
that managers who make decisions very quickly probably are using just as much, 
or more, information and generating and evaluating as many alternatives as 
slower, more methodical decision makers.34

GROUP DECISION MAKING  
IN ORGANIZATIONS
As we discussed in Chapter 7, people in organizations work in a variety of 
groups—formal and informal, permanent and temporary, various kinds of teams. 
Most of these groups make decisions that affect the welfare of the organization 
and the people in it. Therefore, we need to consider group decision making. The 
primary elements we will discuss are group polarization, groupthink, and group 
problem-solving methods.

Group Polarization
Members’ attitudes and opinions with respect to an issue or a solution may 
change during group discussion. Some studies of this tendency have showed the 
change to be a fairly consistent movement toward a more risky solution, called 
“risky shift.”35 Other studies and analyses have revealed that the group-induced 
shift is not always toward more risk; the group is just as likely to move toward a 
more conservative view.36 Generally, group polarization occurs when the aver-
age of the group members’ post-discussion attitudes tends to be more extreme 
than average pre-discussion attitudes.37

Several features of group discussion contribute to polarization. When indi-
viduals discover during group discussion that others share their opinions, they 
may become more confident about their opinions, resulting in a more extreme 
view. Persuasive arguments also can encourage polarization. If members who 
strongly support a particular position are able to express themselves cogently in 
the discussion, less avid supporters of the position may become convinced that it 
is correct. In addition, members may believe that because the group is deciding, 
they are not individually responsible for the decision or its outcomes. This dif-
fusion of responsibility may enable them to accept and support a decision more 
radical than those they would make as individuals.

group polarization
The tendency for a 
group’s average post-
discussion attitudes to 
be more extreme than its 
average pre-discussion 
attitudes
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300 PART 3 | Social and Group Processes in Organizations

Many decisions in organizations are made by groups. 
While group decision making has several advantages, 
it also has certain risks, including group polarization. 
These colleagues, for instance, are involved in making 
a decision. They should strive to make sure that their 
decision is not too risky or too conservative as a result of 
excessive polarization.

Polarization can profoundly affect group deci-
sion making. If group members are known to lean 
toward a particular decision before a discussion, it 
may be expected that their post-decision position 
will be even more extreme. Understanding this 
phenomenon may be useful for one who seeks to 
affect his or her decision.

Groupthink
As discussed in Chapter 7, highly cohesive groups and teams often are very suc-
cessful at meeting their goals, although they sometimes have serious difficulties 
as well. One problem that can occur is groupthink. According to Irving L. Janis, 
groupthink is “a mode of thinking that people engage in when they are deeply 
involved in a cohesive in-group, when the members’ strivings for unanimity over-
ride their motivation to realistically appraise alternative courses of action.”38 
When groupthink occurs, then, the group unknowingly makes unanimity rather 
than the best decision its goal. Individual members may perceive that raising 
objections is not appropriate. Groupthink can occur in many decision-making sit-
uations in organizations. The current trend toward increasing use of teams in 
organizations may increase instances of groupthink because of the susceptibility 
of self-managing teams to this type of thought.39

Symptoms of Groupthink
The three primary conditions that foster the development of groupthink are 
cohesiveness, the leader’s promotion of his or her preferred solution, and insula-
tion of the group from experts’ opinions. Based on analysis of the disaster associ-
ated with the explosion of the space shuttle Challenger in 1986, the original idea 
of groupthink symptoms was enhanced to include the effects of increased time 
pressure and the role of the leader in not stimulating critical thinking in devel-
oping the symptoms of groupthink.40 Figure 8.5 outlines the revised groupthink 
process.

A group in which groupthink has taken hold exhibits eight well-defined 
symptoms:

 1. An illusion of invulnerability, shared by most or all members, that creates 
excessive optimism and encourages extreme risk taking

 2. Collective efforts to rationalize or discount warnings that might lead mem-
bers to reconsider assumptions before recommitting themselves to past pol-
icy decisions

 3. An unquestioned belief in the group’s inherent morality, inclining members 
to ignore the ethical and moral consequences of their decisions

groupthink
A mode of thinking that 
occurs when members 
of a group are deeply 
involved in a cohesive 
in-group, and the desire 
for unanimity offsets their 
motivation to appraise 
alternative courses of 
action
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 4. Stereotyped views of “enemy” leaders as too evil to warrant genuine attempts 
to negotiate or as too weak or stupid to counter whatever risky attempts are 
made to defeat their purposes

 5. Direct pressure on a member who expresses strong arguments against any 
of the group’s stereotypes, illusions, or commitments, making clear that such 
dissent is contrary to what is expected of loyal members

 6. Self-censorship of deviations from the apparent group consensus, reflecting 
each member’s inclination to minimize the importance of his or her doubts 
and counterarguments

 7. A shared illusion of unanimity, resulting partly from self-censorship of devia-
tions, augmented by the false assumption that silence means consent41

 8. The emergence of self-appointed “mindguards,” members who protect the 
group from adverse information that might shatter their shared complacency 
about the effectiveness and morality of their decisions42

Janis contends that the members of the group involved in the Watergate 
cover-up during President Richard Nixon’s administration and reelection  
campaign—Nixon himself, H.R. Haldeman, John Ehrlichman, and John Dean—
may have been victims of groupthink. Evidence of most of the groupthink symp-
toms can be found in the unedited transcripts of the group’s deliberations.43 
Groupthink often helps to explain why companies and governments sometimes 
continue to pursue strategies and policies that are clearly failing. Our Case Study 
provides another contemporary example of groupthink.

Decision-Making Defects and Decision Quality
When groupthink dominates group deliberations, the likelihood increases that 
decision-making defects will occur. The group is less likely to survey a full range 
of alternatives and may focus on only a few (often one or two). In discussing 
a preferred alternative, the group may fail to examine it for nonobvious risks 
and drawbacks. The group may not reexamine previously rejected alternatives 

The Groupthink Process
Figure 8.5

Group
Characteristics

Groupthink
Symptoms

Decision-
Making
Defects

Time

Leadership
Style

Decision
Outcomes

Groupthink can occur 
when a highly cohesive 
group with a directive 
leader is under time 
pressure; it can result in a 
defective decision-making 
process and low 
probability of successful 
outcomes.

Source: Moorhead, G., Ference, R., & Neck, C. P. (1991). Group Decision Fiascoes Continue: Space Shuttle Challenger 
and a Revised Groupthink Framework. Human Relations, 44, 539–550.
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CASE STUDY

When an organization’s leaders and members 
allow themselves to be captured by their own 
beliefs, they see only what they want to see. When 
coupled with ambition and greed, a feedback loop 
develops that increasingly biases the interpretation 
of information and distorts reality. Group members 
may rationalize or ignore warning signs that are in 
conflict with closely held beliefs and develop illu-
sions of invulnerability. Many historians now feel 
that aspects of these processes are a core explana-
tion for the excessive credit expansion that fueled 
the 2007 subprime mortgage meltdown and subse-
quent financial crisis.

In the years leading up to the financial crisis, clear 
warnings of impending problems were ignored. The 
revered chairman of the U.S. Federal Reserve Bank, 
Alan Greenspan, was a strong advocate of the free 
market and supported minimal market intervention. 
He was also known to be unwelcoming to challenges 
to his ideas. As William White, the chief economist 
for the central bank of all central bankers, the Bank 
for International Settlements, recalls, “Greenspan 
always demanded respect.”44 And who could ques-
tion Greenspan? He was an economic superstar and 
everything was going well. As White further states, 
“When you are inside the bubble, everybody feels 
fine. Nobody wants to believe that it can burst.”45

White was the only central banker in the world 
willing to challenge or criticize Greenspan and his 
ideas. White predicted the approaching financial cri-
sis years before it happened and presented a paper 
to the central bankers that contradicted everything 
Greenspan believed. Despite White’s and his team’s 
persistent criticism of the mortgage securitization busi-
ness, explanations of the perils of risky loans, and 
provision of evidence about the rating agencies’ lack 
of credibility, few in the highly secretive world of cen-
tral banking listened. As White later said, “Somehow 

everybody was hoping that it wouldn’t go down as 
long as you don’t look at the downside.”46

All the ingredients of the financial crisis were 
known by the central bankers more than two years 
before the crisis began. The Mortgage Insurance 
Companies of America, a trade association of 
U.S. mortgage providers, even sent a letter to Alan 
Greenspan expressing its strong concerns about risky 
mortgage lending practices and speculating that 
the Fed might be using incorrect data. But the data 
and warnings were ignored because the economy 
was doing well and billions in bonuses were being 
awarded on Wall Street. No one was anxious to 
break up the party. When Ben Bernanke succeeded 
Greenspan in early 2006, he also ignored the warn-
ings. Even as the financial crisis began in 2008, 
Bernanke downplayed the risk of the troubles spread-
ing further. We now know that the troubles and con-
cerns highlighted by White and others rocked the 
foundations of the global economy.

To decrease the chances of groupthink undermin-
ing the financial industry again, some experts have 
suggested increasing the diversity of senior manage-
ment and among those developing products that affect 
the risks in the financial system. Because similar peo-
ple (age, race, education, gender, etc.) tend to think 
in the same way, perhaps people from different back-
grounds would be more willing to question ideas and 
counter the effects of groupthink.

Questions:

1. How were the elements of groupthink illustrated 
in the financial crisis?

2. What could be done to reduce the effects of 
groupthink in the future?

3. Do you think that increasing the diversity of the 
financial companies’ leadership would reduce 
groupthink? Why or why not?

The Role of Groupthink in the  
Financial Crisis

for nonobvious gains or some means of reducing apparent costs, even when 
it receives new information. The group may reject expert opinions that run 
counter to its own views and may choose to consider only information that sup-
ports its preferred solution. The decision to launch the space shuttle Challenger 
in January 1986 may have been a product of groupthink because, due to the 
increased time pressure to make a decision and the leaders’ style, negative 
information was ignored by the group that made the decision. (Unfortunately, 
this same pattern apparently occurred again prior to the ill-fated launch of the 
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Explosions destroyed the space shuttles Challenger (in 
1986) and the Columbia (in 2003), killing everyone 
on board. Detailed study of decisions about each shuttle 
mission suggest that groupthink likely played a role in 
each disaster.

shuttle Columbia in 2003.) Finally, the group 
may not consider any potential setbacks or 
countermoves by competing groups and there-
fore may fail to develop contingency plans. It 
should be noted that Janis contends that these 
defects may arise from other common problems 
as well: fatigue, prejudice, inaccurate information, 
information overload, and ignorance.47

Defects in decision making do not always lead 
to bad outcomes or defeats. Even if its own deci-
sion-making processes are flawed, one side can 
win a battle because of the poor decisions made 
by the other side’s leaders. Nevertheless, decisions 
produced by defective processes are less likely to 
succeed. Although the arguments for the existence 
of groupthink are convincing, the hypothesis has not 
been subjected to rigorous empirical examination. Research supports parts of the 
model but leaves some questions unanswered.48

Prevention of Groupthink
Several suggestions have been offered to help managers reduce the probability of 
groupthink in group decision making. Summarized in Table 8.2, these prescrip-
tions fall into four categories, depending on whether they apply to the leader, the 
organization, the individual, or the process. All are designed to facilitate the critical 
evaluation of alternatives and discourage the single-minded pursuit of unanimity.
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Prescriptions for Preventing Groupthink
Table 8.2

A. Leader prescriptions
1. Assign everyone the role of critical evaluator.
2. Be impartial; do not state preferences.
3. Assign the devil’s advocate role to at least one group member.
4. Use outside experts to challenge the group.
5. Be open to dissenting points of view.

B. Organizational prescriptions
1. Set up several independent groups to study the same issue.
2. Train managers and group leaders in groupthink prevention techniques.

C. Individual prescriptions
1. Be a critical thinker.
2. Discuss group deliberations with a trusted outsider; report back to the group.

D. Process prescriptions
1. Periodically break the group into subgroups to discuss the issues.
2. Take time to study external factors.
3. Hold second-chance meetings to rethink issues before making a commitment.
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Participation in Decision Making
An important question in group decision making is the degree to which employ-
ees should participate in the process. Early management theories, such as those 
of the scientific management school, advocated a clear separation between the 
duties of managers and workers: Management was to make the decisions, and 
employees were to implement them.49

Other approaches have urged that employees be allowed to participate in deci-
sions to increase their ego involvement, motivation, and satisfaction.50 Numerous 
research studies have shown that whereas employees who seek responsibility 
and challenge on the job may find participation in the decision-making process 
to be both motivating and enriching, other employees may regard such participa-
tion as a waste of time and a management imposition.51

Whether employee participation in decision making is appropriate depends 
on the situation. In tasks that require an estimation, a prediction, or a judg-
ment of accuracy—usually referred to as “judgmental tasks”—groups typically 
are superior to individuals simply because more people contribute to the deci-
sion-making process. However, one especially capable individual may make a 
better judgment than a group.

In problem-solving tasks, groups generally produce more and better solu-
tions than do individuals. But groups generally take far longer than individuals 
to develop solutions and make decisions. An individual or very small group may 
be able to accomplish some things much faster than a large, unwieldy group or 
organization. In addition, individual decision making avoids the special problems 
of group decision making such as groupthink or group polarization. If the prob-
lem to be solved is fairly straightforward, it may be more appropriate to have a 
single capable individual concentrate on solving it. On the other hand, complex 
problems are more appropriate for groups. Such problems can often be divided 
into parts and the parts assigned to individuals or small groups who bring their 
results back to the group for discussion and decision making.

An additional advantage of group decision making is that it often creates 
greater interest in the task. Heightened interest may increase the time and effort 
given to the task, resulting in more ideas, a more thorough search for solutions, 
better evaluation of alternatives, and improved decision quality.

The Vroom decision tree approach to leadership (discussed in Chapter 12) 
is one popular way of suggesting the appropriate degree of subordinate partici-
pation.52 The model includes decision styles that vary from “decide” (the leader 
alone makes the decision) to “delegate” (the group makes the decision, with each 
member having an equal say). The choice of style rests on seven considerations 
that concern the characteristics of the situation and the subordinates.

Participation in decision making is also related to organizational structure. 
For example, decentralization involves delegating some decision-making author-
ity throughout the organizational hierarchy. The more decentralized the organi-
zation, the more its employees tend to participate in decision making. Whether 
one views participation in decision making as pertaining to leadership, organi-
zation structure, or motivation, it remains an important aspect of organizations 
that continues to occupy managers and organizational scholars.53

Group Problem Solving
A typical interacting group may have difficulty with any of several steps in  
the decision-making process. One common problem arises in the 
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Brainstorming is used to generate ideas and alternatives. These
individuals are brainstorming color palettes and designs for a new
advertising campaign. At this point in the process their focus is on
identifying multiple alternatives. Later in the decision-making process
they will narrow the set down until they have made a final selection.

generation-of-alternatives phase: The search may be arbitrarily ended before all 
plausible alternatives have been identified. Several types of group interactions 
can have this effect. If members immediately express their reactions to the alter-
natives as they are first proposed, potential contributors may begin to censor their 
ideas to avoid embarrassing criticism from the group. Less-confident group mem-
bers, intimidated by members who have more experience, higher status, or more 
power, also may censor their ideas for fear of embarrassment or punishment. In 
addition, the group leader may limit idea generation by enforcing requirements 
concerning time, appropriateness, cost, feasibility, and the like. To improve the 
generation of alternatives, managers may employ any of three techniques to stim-
ulate the group’s problem-solving capabilities: brainstorming, the nominal group 
technique, or the Delphi technique.

Brainstorming
Brainstorming is most often used in the idea-generation phase of decision mak-
ing and is intended to solve problems that are new to the organization and have 
major consequences. In brainstorming, the group convenes specifically to gener-
ate alternatives. The members present ideas and clarify them with brief explana-
tions. Each idea is recorded in full view of all members, usually on a flip chart. To 
avoid self-censoring, no attempts to evaluate the ideas are allowed. Group mem-
bers are encouraged to offer any ideas that occur to them, even those that seem 
too risky or impossible to implement. (The absence of such ideas, in fact, is evi-
dence that group members are engaging in self-censorship.) In a subsequent ses-
sion, after the ideas have been recorded and distributed to members for review, 
the alternatives are evaluated.

The intent of brainstorming is to produce totally new ideas and solutions by 
stimulating the creativity of group members and encouraging them to build on 
the contributions of others. Brainstorming does not provide the resolution to the 
problem, an evaluation scheme, or the decision itself. Instead, it should produce 
a list of alternatives that is more innovative and comprehensive than one devel-
oped by the typical interacting group.

The Nominal Group Technique
The nominal group technique is another means of improving 
group decision making. Whereas brainstorming 
is used primarily to generate alternatives, this 
technique may be used in other phases of decision 
making, such as identification of the problem 
and of appropriate criteria for evaluating alter-
natives. To use this technique, a group of individ-
uals convenes to address an issue. The issue is 
described to the group, and each individual writes 
a list of ideas; no discussion among the members 

brainstorming
A technique used in the 
idea-generation phase 
of decision making that 
assists in development 
of numerous alternative 
courses of action

nominal group technique
Group members follow 
a generate–discuss–vote 
cycle until they reach a 
decision
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is permitted. Following the five- to ten-minute idea-generation period, individual 
members take turns reporting their ideas, one at a time, to the group. The ideas 
are recorded where everyone can see them (for instance, on a flip chart or docu-
ment camera) and members are encouraged to add to the list by building on the 
ideas of others. After all ideas have been presented, the members may discuss 
them and continue to build on them or proceed to the next phase. This part of 
the process can also be carried out without a “live” meeting or by phone or digi-
tal media. A meeting, however, helps members develop a group feeling and puts 
interpersonal pressure on the members to do their best in developing their lists.

After the discussion, members privately vote on or rank the ideas or report 
their preferences in some other agreed-upon way. Reporting is private to reduce 
any feelings of intimidation. After voting, the group may discuss the results and 
continue to generate and discuss ideas. The generation–discussion–vote cycle can 
continue until an appropriate decision is reached. The nominal group technique 
has two principal advantages. It helps overcome the negative effects of power 
and status differences among group members, and it can be used to explore prob-
lems to generate alternatives, or to evaluate them. Its primary disadvantage lies 
in its structured nature, which may limit creativity.

The Delphi Technique
The Delphi technique was originally developed by Rand Corporation as a 
method of systematically gathering the judgments of experts for use in develop-
ing forecasts. It is designed for groups that do not meet face-to-face. For instance, 
the product development manager of a major toy manufacturer might use the 
Delphi technique to probe the views of industry experts to forecast developments 
in the dynamic toy market.

The manager who wants the input of a group is the central figure in the 
process. After recruiting participants, the manager develops a questionnaire 
for them to complete. The questionnaire is relatively simple in that it contains 
straightforward questions that deal with the issue, trends in the area, new tech-
nological developments, and other factors the manager is interested in. The man-
ager summarizes the responses and reports back to the experts with another 
questionnaire. This cycle may be repeated as many times as necessary to gen-
erate the information the manager needs. The Delphi technique is useful when 
experts are physically dispersed, anonymity is desired, or the participants are 
known to have trouble communicating with one another because of extreme dif-
ferences of opinion. This method also avoids the intimidation problems that may 
exist in decision-making groups. On the other hand, the technique eliminates the 
often-fruitful results of direct interaction among group members.

CREATIVITY, PROBLEM SOLVING, 
AND DECISION MAKING
Creativity is an important individual difference variable that exists in everyone. 
However, rather than discuss it with other individual-level concepts in Chapters 
3 and 4, we describe it here because it plays such a central role in both deci-
sion making and problem solving. Creativity is the ability of an individual to 
generate new ideas or to conceive of new perspectives on existing ideas. Hence, 
creativity can play a role in how a problem or decision situation is defined, what 
alternatives are identified, and how each is evaluated. Creativity can also enable 

Delphi technique
A method of 
systematically gathering 
judgments of experts 
for use in developing 
forecasts

creativity
A person’s ability to 
generate new ideas 
or to conceive of new 
perspectives on existing 
ideas
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a manager to identify a new way of looking at things.54 Our Improve Your Skills 
feature will help you better see the connections between creativity and decision 
making.

What makes a person creative? How does the creative process work? 
Although psychologists have not yet discovered complete answers to these ques-
tions, examining a few general patterns can help us understand the sources of 
individual creativity within organizations and the processes through which cre-
ativity emerges.58

The Creative Individual
Numerous researchers have focused their efforts on attempting to describe the 
common attributes of creative individuals. These attributes generally fall into 
three categories: background experiences, personal traits, and cognitive abilities.

Background Experiences and Creativity
Researchers have observed that many creative individuals were raised in an 
environment in which creativity was nurtured. Mozart was raised in a family of 
musicians and began composing and performing music at age of six. Pierre and 
Marie Curie, great scientists in their own right, also raised a daughter, Irene, 

I M P R OV E  Y O U R  S K I L L S
CREATIVE DECISIONS THROUGH BORROWING IDEAS

Creative decisions are novel and useful, and borrowing 
ideas from other areas is often a foundation of the creative  
decision-making process.55 Johannes Gutenberg’s idea for a 
movable type printing press was inspired by the technology 
of the screw-type wine presses of France’s Rhine Valley. It was 
there in 1440 that Gutenberg created his printing press, in 
which ink was rolled over the raised surfaces of moveable 
handset block letters held within a wooden form, which 
was then pressed against a sheet of paper.56 He creatively  
combined his knowledge of goldsmithing, linen, and presses 
used for other things to arrive at an innovative solution. More 
recently, Steve Jobs of Apple recognized Amazon’s Kindle as 
an inspiration for the iPad.

Rather than being out of touch for most people, creative 
decision making can follow a deliberate process in pursuit of 
an existing idea that solves a related problem in some other 
area. It is still difficult; the borrowed ideas only provide the raw 
material. Noted author David Kord Murray provides six simple 
steps that you can practice to improve your own creativity:57

 1. Defining: Define the problem you are trying to solve. 
How you define the problem will determine how you 
solve it. Mistakes often result from defining problems too 
narrowly or too broadly.

 2. Borrowing: Borrow ideas from places that have faced a 
similar problem. One tactic is to start with your competi-
tors, then other industries, and then outside business and 
to nature, the sciences, or entertainment to see how they 
solve similar problems.

 3. Combining: Combine the borrowed ideas. This is the 
essence of creativity, as in Gutenberg’s printing press.

 4. Incubating: Give your subconscious mind time to work 
and listen to the ideas it generates. This can involve sleep-
ing on it or putting it away for a little while. Sometimes 
not thinking at all is the most effective thinking.

 5. Judging: Identify the strengths and weaknesses of the 
decision.

 6. Enhancing: Tweak your decision to contain more posi-
tives and fewer negatives. Evolve your decisions through 
trial and error and make appropriate adjustments.

Adapted from Muray, D. K. (2009). Borrowing Brilliance: The 
Six Steps to Business Innovation by Building on the Ideas of 
Others. New York: Gotham.
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308 PART 3 | Social and Group Processes in Organizations

Creativity is sometimes associated with being raised in an environment 
that nurtures creativity and fosters curiosity. Thomas Edison’s creativity 
was nurtured by his mother. Edison went on to become one of the greatest 
inventors in history.

who won the Nobel Prize in Chemistry. Thomas Edison’s creativ-
ity was nurtured by his mother. However, people with background 
experiences very different from theirs have also been creative. The 
African American abolitionist and writer Frederick Douglass was 
born into slavery in Tuckahoe, Maryland, and had very limited 
opportunities for education. Nonetheless, his powerful oratory and 
creative thinking helped lead to the Emancipation Proclamation, 
which outlawed slavery in the United States.

Personal Traits and Creativity
Certain personal traits have also been linked to creativity in indi-
viduals. The traits shared by most creative people are openness, an 
attraction to complexity, high levels of energy, independence and 

autonomy, strong self-confidence, and a strong belief that one is, in fact, 
creative. Individuals who possess these traits are more likely to be cre-
ative than are those who do not have them.

Cognitive Abilities and Creativity
Cognitive abilities are an individual’s power to think intelligently and to ana-
lyze situations and data effectively. Intelligence may be a precondition for indi-
vidual creativity—but, although most creative people are highly intelligent, 
not all intelligent people necessarily are creative. Creativity is also linked with 
the ability to think divergently and convergently. Divergent thinking is a skill 
that allows people to see differences between situations, phenomena, or events. 
Convergent thinking is a skill that allows people to see similarities between sit-
uations, phenomena, or events. Creative people are generally very skilled at both 
divergent and convergent thinking.

The Creative Process
Although creative people often report that ideas seem to come to them “in a 
flash,” individual creative activity actually tends to progress through a series of 
stages. Figure 8.6 summarizes the major stages of the creative process. Not all 
creative activity has to follow these four stages, but much of it does.

Preparation
The creative process normally begins with a period of preparation. Formal edu-
cation and training are usually the most efficient ways of becoming familiar with 
a vast amount of research and knowledge. To make a creative contribution to 
business management or business services, individuals must usually receive for-
mal training and education in business or a related field like economics. This is 
one reason for the strong demand for undergraduate and master’s level business 
education. Formal business education can be an effective way for an individual to 
get “up to speed” and begin making creative contributions quickly.

preparation
Usually the first stage 
in the creative process, 
includes education and 
formal training
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Experiences that managers have on the job 
after their formal training has finished can also 
contribute to the creative process. In an import-
ant sense, the education and training of cre-
ative people never really ends. It continues as 
long as they remain interested in the world and 
curious about the way things work. One such 
individual is Bruce Roth, who earned a Ph.D. 
in chemistry and then spent years working in 
the pharmaceutical industry learning more and 
more about chemical compounds and how they 
work in human beings.

Incubation
The second phase of the creative process is 
incubation—a period of less-intense conscious 
concentration during which the knowledge and 
ideas acquired during preparation mature and 
develop. A curious aspect of incubation is that it 
is often helped along by pauses in concentrated 
rational thought. Some creative people rely on 
physical activity such as jogging or swimming 
to provide a “break” from thinking. Others may 
read or listen to music. Sometimes sleep may 
even supply the needed pause. Bruce Roth even-
tually joined Warner-Lambert, at the time an 
up-and-coming drug company, to help develop 
medication to lower cholesterol. In his spare 
time, Roth read mystery novels and hiked in 
the mountains. He later acknowledged that this 
time away from his lab work was actually when 
he did his best thinking.

Insight
Usually occurring after preparation and incubation, insight is a spontaneous 
breakthrough in which the creative person achieves a new understanding of 
some problem or situation. Insight represents a coming together of all the scat-
tered thoughts and ideas that were maturing during incubation. It may occur 
suddenly or develop slowly over time. Insight can be triggered by some external 
event—such as a new experience or an encounter with new data that forces the 
individual to think about old issues and problems in new ways—or it can be a 
completely internal event in which patterns of thought finally coalesce in ways 
that generate new understanding. One day Bruce Roth was reviewing some data 
from some earlier studies that had found the new drug under development to be 
no more effective than other drugs already available. But this time he saw some 
statistical relationships that had not been identified previously. He knew then 
that he had a major breakthrough on his hands.

Verification
Once an insight has occurred, verification determines the validity or truth-
fulness of the insight. For many creative ideas, verification includes scientific 

incubation
The stage of less-intense 
conscious concentration 
during which a creative 
person lets the knowledge 
and ideas acquired 
during preparation 
mature and develop

insight
The stage in the creative 
process in which all the 
scattered thoughts and 
ideas that were maturing 
during incubation come 
together to produce a 
breakthrough

verification
The final stage of the 
creative process, the 
validity or truthfulness of 
the insight is determined

The Creative Process
Figure 8.6

A spontaneous
breakthrough to achieve
a new understanding

A test of the validity or
truthfulness of the insight

Insight

Verification

A period of education,
formal training, and
on-the-job experiences

A period of less intense
conscious concentration

Preparation

Incubation

The creative process 
generally follows the 
four steps illustrated 
here. Of course, there 
are exceptions, and the 
process is occasionally 
different. In most cases, 
however, these steps 
capture the essence of the 
creative process.
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experiments to determine whether or not the insight actually leads to the results 
expected. Verification may also include the development of a product or service 
prototype. A prototype is one (or a very small number) of products built just to see 
whether the ideas behind this new product actually work. Product prototypes are 
rarely sold to the public but are very valuable in verifying the insights developed 
in the creative process. Once the new product or service is developed, verifica-
tion in the marketplace is the ultimate test of the creative idea behind it. Bruce 
Roth and his colleagues set to work testing the new drug compound and eventu-
ally won FDA approval. The drug, named Lipitor, has become the largest selling 
pharmaceutical in history. And Pfizer, the firm that bought Warner-Lambert in a 
hostile takeover, earns more than $10 billion a year on the drug.59

Enhancing Creativity in Organizations
Managers who wish to enhance and promote creativity in their organizations 
can do so in a variety of ways.60 One important method for enhancing creativity 
is to make it a part of the organization’s culture, often through explicit goals. 
Firms that truly want to stress creativity, such as 3M and Rubbermaid, for 
example, state goals that some percent of future revenues are to be gained from 
new products. This clearly communicates that creativity and innovation are 
valued.

Another important part of enhancing creativity is to reward creative suc-
cesses, while being careful to not punish creative failures. Many ideas that seem 
worthwhile on paper fail to pan out in reality. If the first person to come up with 
an idea that fails is fired or otherwise punished, others in the organization will 
become more cautious in their own work. And as a result, fewer creative ideas 
will emerge.

SUMMARY AND APPLICATIONS

Decision making is the process of choosing one alternative from among several. 
Problem solving is finding the answer to a question. The basic elements of decision 
making include choosing a goal; considering alternative courses of action; assessing 
potential outcomes of the alternatives, each with its own value relative to the goal; 
and choosing one alternative based on an evaluation of the outcomes. Information is 
available regarding the alternatives, outcomes, and values.

Programmed decisions are well-structured, recurring decisions made according 
to set decision rules. Nonprogrammed decisions involve nonroutine, poorly struc-
tured situations with unclear sources of information; these decisions cannot be made 
according to existing decision rules. Decision making may also be classified based on 
salient conditions that exist. The classifications—certainty, risk, and uncertainty—
reflect the amount of information available regarding the outcomes of alternatives.

The rational approach views decision making as a completely rational process in 
which goals are established, a problem is identified, alternatives are generated and 
evaluated, a choice is made and implemented, and control is exercised. Evidence-
based decision making is a recent restatement of the need for rationality when mak-
ing decisions.

The use of procedures and rules of thumb, suboptimizing, and satisficing char-
acterize the behavioral model. A variety of other behavioral processes also influ-
ences decision making in organizations. Political activities by coalitions, managerial 
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intuition, and the tendency to become increasingly committed to a chosen course of 
action are all important. Risk propensity is also an important behavioral perspective 
on decision making. Ethics also affect how managers make decisions. Prospect the-
ory suggests that people are more motivated to avoid losses than to make gains. The 
rational and behavioral views can be combined into an integrated model.

Creativity is the capacity to generate new ideas. Numerous individual and 
background factors are likely to influence any given individual’s level of creativity. 
The creative process itself generally involves four phases: preparation, incubation, 
insight, and verification. Managers can enhance or reduce creativity in their organi-
zations through various means.

DISCUSSION QUESTIONS

1. Some have argued that people, not organizations, make decisions and that 
the study of “organizational” decision making is therefore pointless. Do you 
agree with this argument? Why or why not?

2. What information did you use in deciding to enter the school you now attend?
3. When your alarm goes off each morning, you have a decision to make—

whether to get up and go to school or work or to stay in bed and sleep longer. 
Is this a programmed or nonprogrammed decision? Why?

Did the CEO of the aircraft engine repair company dis-

close the pending claim that his company’s parts were 

the possible cause of the grounding of eleven airplanes 

and risk the jobs of hundreds of employees and his own 

stake in the company? Or did he stay quiet until he had 

more information? The right choice is not always clear; 

this type of decision is typical of many of the tough 

decisions managers have to make.

In this case, the CEO considered that the bankers 

might call the company’s loans and company investors 

might lose their money if word of the FAA investigation got 

out. He also worried about the effect on his employees if 

the banks started pulling loans and the company had to 

lay off workers. But he did not consider whether he had 

any responsibility to passengers regarding the situation 

to enable them to make their own decisions about their 

safety. Years later, he acknowledged that passengers’ 

safety never crossed his mind when making the decision.

The CEO ultimately decided not to disclose the infor-

mation and signed the audit papers. Eventually the FAA 

concluded that it was impossible to identify who was at 

fault for the engine failures. The company’s name was 

never publicly disclosed as being a possible factor in 

the grounding of the airplanes.

REAL-WORLD RESPONSE
AN ETHICAL CHALLENGE
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312 PART 3 | Social and Group Processes in Organizations

4. Describe at least three points in the decision-making process at which infor-
mation plays an important role.

5. How does the role of information in the rational model of decision making 
differ from the role of information in the behavioral model?

6. Why does it make sense to discuss several different models of decision 
making?

7. Can you think of a time when you satisficed when making a decision? Have 
you ever suboptimized?

8. Describe a situation in which you experienced escalation of commitment to 
an ineffective course of action. What did you do about it? Do you wish you 
had handled it differently? Why or why not?

9. How comfortable or uncomfortable are you in making risky decisions?
10. Do you consider yourself to be relatively more or less creative? Recall an instance 

in which you made a discovery using the four phases of the creative process.

UNDERSTAND YOURSELF EXERCISE

Making a Rational Decision*
Select a personal decision that you are currently making or that you will need 
to make soon. It might be picking a major, buying a car, renting an apartment, 
choosing a job, or something else. Now apply the rational decision-making process 
to it by identifying criteria and goals, assigning weights to the criteria, generat-
ing and evaluating alternatives, ranking the alternatives, and making a decision.

Next, compare the outcome of this decision with the outcome you would have 
reached by following a more intuitive or emotional process. Are the outcomes dif-
ferent? Which process do you feel led you to the best decision? Why?

*We would like to thank Professor Carolyn M. Youssef of Bellevue University 
for providing this exercise.

GROUP EXERCISE

Superheroes*
Each student should pick his or her favorite superhero. Now assume that a large 
earthquake just hit a populated island. How could your superhero assist the 
island? Take five minutes to write down your ideas.

Now form groups of five to six students. Share which superhero you chose 
and the ideas you generated based on your superhero’s special abilities (e.g., 
Batman could use his gadgets and tools to help free people trapped in rubble). 
The group should then work together to identify true possible solutions based on 
the ideas generated for the superheroes (e.g., Batman’s grappling hook might be 
adapted for use in moving large obstacles during rescues).

*We would like to thank Professor Jim Gort of Davenport University for sug-
gesting this exercise.
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C H A P T E R 

Real-World Challenge: Enhancing Employee 
Engagement through Communication
THE COMMUNICATION PROCESS

Nonverbal Communication
One-Way and Two-Way Communication
Task Interdependence
Barriers to Effective Communication

Global Issues: Cultural Differences in 
Communication
COMMUNICATION SKILLS

Listening Skills
Giving and Receiving Feedback

Understand Yourself: Listening 
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Writing Skills
Presentation Skills
Meeting Skills

Improve Your Skills: Improve your  
Interview Skills

COMMUNICATION MEDIA
The Internet
Collaboration Software
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Oral Communication
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Case Study: Communicating Ethics  
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Downward Communication
Upward Communication
Horizontal Communication
Diagonal Communication
Formal and Informal Communication
Social Networking

SUMMARY AND APPLICATION
Real-World Response: Enhancing  
Employee Engagement through 
Communication

After studying this chapter, you should be able to:

1 Describe the communication process, explain the difference between one-way and two-
way communication, and identify barriers to effective communication.

2 Identify and discuss the major communications skills used by managers.

3 Discuss communication media and describe the richness of each.

4 Describe different forms of organizational communication.
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L E A R N I N G 
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REAL-WORLD CHALLENGE

ENHANCING EMPLOYEE ENGAGEMENT THROUGH 
COMMUNICATION

With fast growth and success in the rapidly changing social media industry, online news 

and social networking service Twitter relies on collaboration and communication among its 

employees to succeed. Twitter’s mission is focused on bringing people together, including 

during live events where Twitter makes user-shared communication rapidly available.

How involved employees feel with their jobs and employer and whether they are enthu-

siastic about their jobs is especially important at technology companies such as Twitter due 

to the tough competition for talent and high employee turnover.1 Twitter knows that com-

munication is a powerful tool for engaging and inspiring people, and it wants to leverage 

technology to improve communication among its employees. The company asks you for 

advice about how to effectively use technology to improve communication throughout the 

organization to drive high levels of employee engagement. After reading this chapter, you 

should have some good ideas about how Twitter can accomplish this.

DAVID PAUL MORRIS/BLOOMBERG/GETTY IMAGES
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318 PART 3 | Social and Group Processes in Organizations

Communication is the process of transmitting information from one 
person to another to create shared understanding and feeling. 
These two colleagues are having a conversation about a significant 
work issue. Both are engaged in the process and seem to be 
communicating effectively.

Imagine what an organization would be like without communication. Managers 
could not manage, employees could not collaborate, and decisions would never 
get made. Communication, a form of social interaction, is the glue that holds 
organizations together; it is not an understatement to say that if communication 
within an organization is consistently ineffective that organization is not likely 
to survive. Organizations achieve their strategies, goals, and outcomes through 
communication. Organizational decision makers must communicate to plan and 
develop strategies. Making decisions requires the communication of information. 
Managers then communicate these strategies and decisions to employees, who 
communicate among themselves to execute them. Managers also communicate 
with customers and suppliers and use communication to acquire information 
about the marketplace and competitors. In addition, communication is related to 
higher levels of employee engagement, which are related to higher shareholder 
return and increased market value.2

To be effective leaders, managers must have good communication skills, par-
ticularly during tough economic times. As former GE CEO Jack Welch said, in 
tough times, “you have to communicate like you’ve never communicated before. 
People must feel the excitement of tomorrow instead of the pain of today. You 
can only accomplish this by talking honestly about both.”3 When U.S. steelmaker 
Nucor was hit by the global recession, managers used communication to keep up 
morale. The CEO doubled the time he spent in the plants, and one plant’s gen-
eral manager sent weekly notes updating his 750-person staff on order volumes.4 
Communication is also critical to employee motivation.5

In this chapter, we will discuss the communication process, some of the basic 
issues in interpersonal communication, methods of communicating, and how 
information technology (IT) and the Internet have influenced organizational 
communications. We also discuss some specific communication skills, present 
some barriers to effective communication, and provide ways to overcome those 
barriers. This chapter should give you a good understanding of the communica-
tion process and help you to become a more effective communicator.

THE COMMUNICATION PROCESS
Communication is the process of transmitting information from one person to 
another to create a shared understanding and feeling. The word communication 
comes from the Latin word “communicare,” meaning to share or make common.6 

Communication does not mean agreeing, only that informa-
tion is transmitted and received as it was intended. 
Figure 9.1 illustrates the communications process. 

The six parts of the model of the communication 
process are:

 1. Encoding occurs when the message sender 
converts a thought, idea, or fact into a mes-
sage composed of symbols, pictures, or words.

communication
The transmission of 
information from one 
person to another 
to create a shared 
understanding and 
feeling

encoding
Converting a thought, 
idea, or fact into a 
message composed of 
symbols, pictures, or 
words
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Noise can block or distort messages. This individual, for example, 
is texting during a business meeting. There is a good chance that 
he will not fully understand what others are saying because he is 
paying more attention to his texts than to the meeting itself.

 2. The message is the encoded information being sent. For example, a man-
ager wants to communicate to her new employee, Zack, that he is doing well. 
The manager encodes that thought into words expressing that Zack’s perfor-
mance has been steadily increasing and that he is performing at 90 percent 
of his target level. These words are the message. The manager could also cre-
ate a graph showing Zack’s performance pattern and a line representing his 
target performance level.

 3. The channel is the medium used to send the message to the receiver, includ-
ing voice, writing, graphs, videos, intranets, the Internet, television, and body 
language.

 4. When the message receiver sees, reads, or hears the message, it gets decoded. 
Decoding is the interpretation and translation of the message back into 
something understood by the receiver. The decoded information is hopefully 
the same as the information the sender intended to communicate, but this is 
not always the case.

 5. Feedback is a check on the success of the communication. The message 
receiver sends a new message back to the original sender, and the orig-
inal sender assesses if the receiver understood the 
original message as intended. Repeating or para-
phrasing the original message, asking for clari-
fication, and asking if your conclusion is correct 
are forms of feedback.

 6. Noise is anything that blocks, distorts, or 
changes in any way the message the sender 
intended to communicate. For example, noise can 
be something physical in the environment, like 

message
The encoded information

channel
The medium used to send 
the message

decoding
Translating the message 
back into something that 
can be understood by the 
receiver

feedback
A check on the success of 
the communication

noise
Anything that blocks, 
distorts, or changes in 
any way the message 
the sender intended to 
communicate

The Communication Process
Figure 9.1
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The communication 
process involves a 
number of steps. The 
process begins with 
encoding a message, 
then transmitting that 
message through a 
channel, and it then 
being decoded by the 
receiver. Feedback helps 
improve communication 
effectiveness, but, on the 
other hand, noise can 
block or distort it.
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Nonverbal communication plays an important role in our understanding of a 
message. This individual, for instance, appears to be surprised or upset about 
something. He may be telling his colleagues that he is okay, but his nonverbal 
communication suggests otherwise.

a ringing bell or people talking, or it can occur because the sender or the 
receiver is distracted and is unable to concentrate on the message being sent 
or received. Stereotypes, biases, and one’s mood or psychological state can all 
serve as noise that distorts a message.

In other words, in the communication process, the sender translates 
(encodes) information into words, symbols, or pictures and passes it to the 
receiver through some medium (channel). The sender then receives the mes-
sage and retranslates (decodes) it into a message that is hopefully the same as 
what the sender intended. Noise can enter anywhere in the process, making the 
message received different from the one the sender intended. Feedback creates 
two-way communication that helps to check on the success of the communica-
tion and ensure that the received message was accurate. Unfortunately, though, 
problems can arise at any point during the communication process that make 
the message ultimately received different from the one sent. These barriers can 
come from the sender or receiver, the organization, or noise. We will discuss 
some of these barriers next.

Nonverbal Communication
The way we communicate—our nonverbal behaviors and vocal tone—is more 
important to a message’s meaning than the words we actually say. Nonverbal 
communications are not spoken or written. Some of the strongest and most 
meaningful communications are nonverbal—a fire alarm, a smile, an emoticon, a 
red traffic light, or a look of anger on someone’s face.

Body Language
Body language is a body movement such as a gesture or expression that con-
veys information to others. For example, during a performance appraisal inter-
view, an employee drumming his or her fingers on the table and fidgeting in the 
chair is communicating anxiety without saying a word. Research suggests that 
in a typical face-to-face communication, 7 percent of the total message is con-

veyed by the words, 38 percent of the total message is conveyed 
by vocal intonation, and 55 percent of the total message is con-
veyed by facial and body expressions.7 For communication to 
be effective and meaningful, then, all three parts of the mes-
sage need to be congruent. If any of the three parts are incon-
gruent, conflicting messages are being sent.8

Consciously controlling your body language is as import-
ant a managerial skill as knowing how to interpret others’ body 
language. Controlling your nonverbal signals and vocal tone 
ensures that you reinforce your intended message. For example, 
in the United States (although not in all cultures), shifting your 
eyes and looking away while speaking tends to make people not 

nonverbal 
communications
Communications that are 
not spoken or written but 
that have meaning to 
others

body language
A body movement 
such as a gesture or 
expression that conveys 
information to others
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trust your message. If you want people to see you as a leader, stand up straight, 
make eye contact, and smile; those signals project confidence and energy. Walking 
with slumped shoulders and with your head down, speaking in a flat tone, and 
fidgeting often communicate that you are indecisive, negative, or inexperienced.9

Verbal Intonation
Verbal intonation is the emphasis given to spoken words and phrases. For 
example, the simple words, “May I speak with you?” can be interpreted very dif-
ferently if said in a cheery, upbeat tone versus a strong or angry tone. Consider 
the statement, “Aiden earned a promotion” in Table 9.1. Emphasizing different 
words completely changes the meaning of the statement. Remember the saying, 
“it’s not what you say that matters but how you say it,” every time you communi-
cate. When body language is inconsistent with the spoken message, receivers are 
more likely to interpret your body language as the “true meaning.”10

Texting, tweeting, or emailing a coworker is fast and efficient, but written 
notes cannot communicate the body language, vocal cues, and facial cues that 
communicating in person can. This often leaves text and email messages open to 
interpretation and lead to misunderstandings if the recipient draws conclusions 
that the sender did not intend. Bad news like an employee being terminated 
should always be done in person, but letting someone know that a meeting has 
been scheduled or that a report is ready is fine.

One-Way and Two-Way Communication
In one-way communication, information flows in only one direction. The sender 
communicates a message without expecting or getting any feedback from the 
receiver. For example, if a manager tells an employee to help a customer and the 
employee does so without saying a word or if a manager tells an employee that 
he or she is doing a good job and then leaves before hearing a response, one-way 
communication has occurred.

Once a receiver provides feedback to a sender, the sender and receiver have 
engaged in two-way communication. If a manager tells an employee to join a 
telephone conference and the employee says, “I’ll be right there,” this is two-way 
communication. Feedback enhances the effectiveness of the communication pro-
cess by helping to ensure that the intended message is the one received. Have 
you ever sent an important email and then waited and wondered if the receiver 
received and understood it? If so, you appreciate the value of two-way communi-
cation and feedback.

verbal intonation
The emphasis given 
to spoken words and 
phrases

Changes in Meaning Depending on Emphasis
Table 9.1

Aiden earned a promotion. Aiden, not Jenna, earned the promotion.

Aiden earned a promotion. Aiden earned the promotion; it was not political.

Aiden earned a promotion. Aiden earned one promotion, not two, and it may 
not have been the only available promotion.

Aiden earned a promotion. Aiden earned a promotion, not necessarily a raise 
or more vacation days.

Putting emphasis on 
 different words can 
alter the meaning of 
a message.
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322 PART 3 | Social and Group Processes in Organizations

Task Interdependence
When one person or unit is dependent on another person for resources or infor-
mation to get work done, communication needs increase. There are three types 
of interdependence, illustrated in Figure 9.2. Pooled interdependence is when 
employees work independently and their output is combined into group output. 
An example of pooled interdependence is a call center in which customer service 
agents act relatively independently in handling calls. Because employees work 
independently, pooled interdependence has low communication requirements.

Sequential interdependence, like in an assembly line, requires tasks to be 
performed in a certain order. This increases the need for communication as indi-
viduals or groups are dependent on other individuals or groups for the resources 
they need to complete their own tasks. For example, in Figure 9.2, Lisa, Dante, 
and Tyler need to communicate to coordinate their work.

Reciprocal interdependence requires constant communication and mutual 
adjustment for task completion, such as a cross-functional research and devel-
opment team, or an event-planning team, and creates the highest potential for 
conflict. As shown in Figure 9.2, this is the most interdependent way of doing 
work and has the highest communication needs.

Barriers to Effective Communication
Several potential barriers to effective communication exist. Table 9.2 summa-
rizes some of the most common barriers that can interfere with the accurate 
communication of a message.

Figure 9.2
Types of Task Interdependence

Pooled

Sequential

Reciprocal

Lisa Dante

Group
Output

Lisa Dante Tyler

Lisa Dante Tyler

Tyler

Task interdependence 
leads to an increase 
in communications 
requirements. The 
three major forms 
of interdependence, 
as shown here, are 
pooled, sequential, and 
reciprocal. The higher the 
level of interdependence 
the greater the 
requirement for effective 
communication.
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Selective perception may occur when people interpret 
messages differently because of their roles or areas of 
responsibility. Take these two men, for example. The 
manager on the left may base his understanding on 
information he is getting from his digital device. 
But the warehouse supervisor on the right may 
base his understanding on his practical background 
and understanding of how the warehouse operates.

Selective Perception
People tend not to hear things that they do not want to hear and to hear things 
that are consistent with what they already believe. Selective perception occurs 
when we selectively interpret what we see based on our interests, expectations, 
experience, and attitudes rather than on how things really are. Sometimes peo-
ple ignore conflicting information and focus only on the information that con-
firms what they already believe. Selective perception leads us to receive only the 
part of a message that is consistent with our expectations, needs, motivations, 
interests, and other personal characteristics.

For example, managers’ functional expertise can influence how they perceive 
and solve complex problems.11 Two managers given the same information about 
a problem may see the problem differently; that is, a manager with a finance 
background may be more likely to see the problem as finance-
based, while a manager with a production 
background may be more likely to see 
it as production-based. Each manager 
selectively perceives information that is 
consistent with his or her expertise and 
expectations and does not pay as much 
attention to other types of information.

selective perception
When we selectively 
interpret what we see 
based on our interests, 
expectations, experience, 
and attitudes rather than 
on how things really are

Communication Barriers
Table 9.2

Barrier Description

Selective perception We selectively see and hear based on our expectations and 
beliefs.

Misperception Messages are not always decoded by the receiver in the way 
the sender intended.

Filtering Information is intentionally withheld, ignored, or distorted to 
influence the message that is ultimately received.

Information overload It is possible to have so much information that it is impossible to 
process all of it.

Organizational barriers A firm’s hierarchical structure and culture can influence who is 
allowed to communicate what to whom, and may limit how mes-
sages can be sent.

Cultural barriers Different national cultures have different ways of expressing 
things.

Noise Anything that blocks, distorts, or changes the message the 
sender intended to communicate can create a barrier.

A number of different 
barriers can inhibit 
 effective communication 
in organizations.
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Information Overload
Filtering can occur when a receiver has too 
much information. When the amount of infor-
mation available exceeds our ability to process it, 
we experience information overload. When faced 
with too much information, we have to use some 
sort of filtering strategy to reduce it to a manage-
able amount. For example, an executive who starts 
the day with 500 emails in her inbox will likely 
apply some sort of filter, such as the email sender 
or the urgency conveyed by the sender, to decide 

which emails to read and which to delete or save to 
read later. Filtering is essential to managers because 

it helps to reduce the amount of noise in the communication process. Effective filter-
ing amplifies relevant and accurate information and minimizes the rest.

Some companies use technology to reduce the filtering of messages as they 
move around the company. For example, to better manage its internal commu-
nications and encourage the free flow of information to better serve its clients, 
Medco Health Solutions built an internal broadcast facility to broadcast video 
with sound to all employee desktop computers in the country. The facility posts 
taped presentations to the company intranet and hosts real-time interviews and 
panel discussions with company leaders. Employees can email questions to the 
people in the studio, who can answer them in real time. This prevents lower-level 
employees from having to go through the company’s hierarchy to get information 
about company issues. Medco also uses polling tools in its intranet and in the 
broadcast studio to quickly survey employees on important issues.

The broadcast facility enables Medco managers to go right to the source to 
get information that has not been filtered as it gets passed around and up the 
hierarchy. In addition, lower levels of the organization get faster resolution to 
their issues because the inefficient filtering and “managing up” that used to take 
place when the company relied on traditional linear communication channels are 
eliminated. An additional benefit of adopting the technology has been greater 
mutual visibility between the lower and higher levels of the organization, which 
helps to ensure that everyone shares the same goals and priorities.12

Organizational Barriers
Organizational barriers to communication come from the hierarchical structure 
and culture of the organization. Numerous hierarchical levels or department spe-
cializations can make communication across levels and departments difficult. 
Different hierarchical levels typically focus on different types of information, which 
can interfere with communication. Higher-level executives, for example, typically 
focus on information related to bigger picture issues and business strategy, while 
lower-level employees focus on customer issues, production, and deadlines.

Some organizational cultures encourage open communication, while other 
cultures promote a limited sharing of information. Company spaces can reinforce 

Filtering
How we reduce the 
amount of information 
being received to a 
manageable amount

Information overload is becoming increasingly 
common today, in part because of the growth of 
digital communication. This manager’s inbox, for 
instance, shows 110 unread emails plus another 95 
emails that went directly to spam.
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an organization’s communication culture. For example, when the music company 
Muzak moved from Seattle to Fort Mill, South Carolina, company leaders wanted 
to create more open communication paths. To do this, they designed the new 
workspace to be completely open with no cubicle walls. The open environment 
makes it easy for people to ask questions and offer ideas. This facilitates commu-
nication and allows the CEO to get ideas from people he never would previously 
have asked for input.13

Everything in the offices of animation company Pixar encourages collabo-
ration. When designing the space, Steve Jobs, who founded the company, even 
included only one set of bathrooms in the entire building to force interaction 
among the employees. Games, couches, and a variety of gathering areas help 
employees move around, communicate, and collaborate.14

Cultural Barriers
Words and gestures can mean different things in different cultures. For example, 
in many parts of the world, the thumb-up sign means “okay.” But in Nigeria, 
Afghanistan, Iran, and parts of Italy and Greece, it is an obscene insult and car-
ries the same meaning as the middle finger does in the United States.

In some cultures, people tend to say what they mean and to mean what they 
say, leaving little to subjective interpretation. These low-context cultures rely 
on the words themselves to convey meaning.15 People in high-context cultures 
rely on nonverbal or situational cues or things other than words to convey mean-
ing. For example, the Japanese tendency to say “I’ll ask my boss” or “that could be 
difficult” when they mean “the answer is no” reflects their high-context culture. 
Sometimes it is what is not said that has the most meaning—like silence after 
you ask someone what she thinks of your idea.

Communicating in high-context cultures like Asian or Arab cultures requires 
more trust and a greater understanding of the culture. In high-context cul-
tures, managers tend to make suggestions rather than give direct instructions. 
In low-context cultures like Germany, Switzerland, or North American cultures, 
communication tends to be more direct and explicit.

One informal survey of managers from fifteen countries identified lack of 
cultural understanding as the biggest challenge in communicating with people 
around the world. Other challenges (in order) were: “being thorough and very 
careful with interpretations,” “careful audience research,” “keeping communica-
tion simple,” “respecting everyone,” “using technology as an asset,” and “know-
ing similarities as well as differences.”16 This chapter’s Global Issues feature 
describes additional cultural issues in communication.

Noise
As discussed earlier, noise is anything that blocks, distorts, or changes in any way 
the information the sender intended to communicate. It can enter anywhere in the 
communication process and interfere with the successful transmission and recep-
tion of a message. We will next discuss some of the most common sources of noise.

Interruptions, the sound of engines or machinery, dim mobile phone screens, 
small font, or a receiver’s headache are all physical barriers that create noise. 
Loss of transmission occurs when an Internet connection goes down, phone lines 
are full of static, or a videoconference link is dropped. Competition from other 
communication sources, such as employees checking their smartphones or whis-
pering to each other during a meeting, can also create noise.

Ambiguity is another source of noise in communication. Ambiguity of meaning 
occurs when the receiver is not sure what the sender meant. (Does “we need to do 
this” mean now or next year?) Ambiguity of intent means the receiver is uncertain 

low-context cultures
Cultures that rely on 
words to convey meaning

high-context cultures
Situational and nonverbal 
cues are used to convey 
meaning
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326 PART 3 | Social and Group Processes in Organizations

about the message’s consequences. (What am I supposed to be doing to “do this”?) 
The clearer a message, the less chance ambiguity will cloud its meaning.

Jargon, or technical language, can also create ambiguity when the receiver 
does not understand it. Consider this example of a CEO whose use of jargon 
prevented audiences from understanding exactly what his company did. He 
described his company as “a premier developer of intelligent semiconductor intel-
lectual property solutions that dramatically accelerate complex SOC designs 
while minimizing risk.” After some coaching, he more clearly communicated the 
same information in the statement, “Our technology makes cell phones that are 
smaller, more powerful, and last longer on a single charge.”22

Semantics are another barrier that introduces noise into communications. 
Words mean different things to different people. Soon might mean immediately to 
one person and in a few days or weeks to another. Asking for feedback helps the 
sender ensure that his or her intended meaning is the same as the one ultimately 
received. Some companies rely on technology to minimize the effects of these bar-
riers to effective communication. For example, three locations of DreamWorks 
Animation often need to communicate, but traditional communication media is 
ineffective for communicating about animation and adds noise that distorts mes-
sages.23 To help deal with this, the firm created a videoconferencing room that 

G L O B A L     I S S U E S

CULTURAL DIFFERENCES IN COMMUNICATION

Because they are a part of culture, verbal and written commu-
nication vary around the world.17 The international business 
communication process is filtered through a range of vari-
ables including language, environment, technology, social 
organization, social history, authority beliefs, and different 
nonverbal communication. Problems in cross-cultural business 
communication often arise when participants from one culture 
are unable to understand the other person’s communication 
practices, traditions, and thinking.

People generally perceive their own behavior as logical 
and tend to generalize the values and practices of their cul-
ture to apply to everyone. For example, if your culture values 
promptness, then you probably assume that everyone you 
meet does too. But in many Hispanic cultures, not being on 
time is culturally acceptable. Because each culture has its own 
set of values, some of which are quite different from the values 
held in other cultures, the concepts of correct and incorrect, 
and even right and wrong, are often blurred. In international 
business, questions regularly arise regarding what is proper 
by each culture’s values, what is wise by each culture’s view 
of the world, and what is right by each culture’s standards.18

Managing cultural differences is particularly important 
in cross-cultural teams because of the potential of these dif-
ferences to reduce information sharing, create interpersonal 
conflict, or both. For example, Western norms for direct com-
munication often clash with Asian norms of indirect commu-
nication. In describing the problems facing her team, one 
American manager leading a joint U.S. and Japanese project 

said, “In Japan, they want to talk and discuss. Then we take 
a break and they talk within the organization. They want to 
make sure that there’s harmony in the rest of the organization. 
One of the hardest lessons for me was when I thought they 
were saying yes but they just meant ‘I’m listening to you.’”19

When the manager discovered flaws in the system that 
would significantly disrupt company operations, she emailed 
her American boss and the Japanese team members. Her 
Japanese colleagues were embarrassed because the man-
ager had violated their norms. They probably would have 
responded better if she had pointed out the problems more 
indirectly—maybe by asking them what would happen if 
a certain part of the system was not functioning properly, 
even though she knew what was wrong. Because the typi-
cal Japanese response to direct confrontation is to isolate the 
norm violator, the American manager was isolated socially 
and physically. She explains, “They literally put my office in a 
storage room, where I had desks stacked from floor to ceiling 
and I was the only person there. So they totally isolated me, 
which was a pretty loud signal to me that I was not a part of 
the inside circle and that they would communicate with me 
only as needed.”20

Effective managers understand how the perception of a 
given message changes depending on the viewpoint of those 
communicating. Because business is not conducted the same 
from culture to culture, business relations are enhanced when 
employees are trained to be aware of areas likely to create 
communication difficulties and conflict across cultures.21
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Jargon, or technical language, may create ambiguity if the
receiver is not trained to understand it. Contracts and other
legal documents, tax codes and regulations, and technology
instructions may be daunting to many people.

resembles a typical boardroom. Physically present 
meeting participants sit on one side of the table, 
opposite their remote colleagues shown on three 
giant flat-screen monitors. A fourth screen allows 
participants to share documents, drawings, and ani-
mated sequences. The audio system even lets people 
talk over one another, just as they would in a “real” 
meeting, rather than waiting for a speaker to finish.

COMMUNICATION SKILLS
Communicating effectively is an important managerial skill and a skill critical 
for effective leadership. Many barriers exist to good communications that are 
beyond your control, but improving your communication skills can help to over-
come these barriers.

Listening Skills
Listening is not the same as hearing. Hearing is passive; listening is an active 
search for meaning. Active listening plays an important role in communication 
and is especially important for effective leadership. It requires becoming actively 
involved in the process of listening to what others are saying and clarifying the 
meaning of messages if they are unclear. Both parties should engage in active 
listening until it is clear that each understands the final message.

Being an active listener requires concentration. When someone speaks to you, 
try to identify any ambiguous words and any discrepancy between the words and 
nonverbal cues. Quickly compare the verbal and nonverbal messages to see if the 
messages are contradictory and to make sure you really understand the message 
being sent. Then reflect the message back to the sender, repeating the message in 
your own words. The person with whom you are speaking should either confirm 
your understanding or, if there is a misunderstanding, restate the message. This 
allows both parties to continue to work toward mutual understanding until you 
are both sure you understand each other.

Active listening requires the receiver to tune out noise and concentrate on 
the message. This is harder than it sounds; it can be as difficult to refrain from 
interrupting one speaker as it can be to keep your mind from wandering while lis-
tening to someone else. Ways to be an active listener include asking open-ended 
questions and sending the other person feedback to check that you understand 
the message. Making eye contact, nodding occasionally, and showing appropriate 
nonverbal behaviors also show the sender that you are listening.24

Experts generally offer the following suggestions for being a good listener:

•  Pay close attention to individual inferences, facts, and judgments, and make 
useful and logical connections between what they have heard on multiple 
occasions.

active listening
Becoming actively 
involved in the process of 
listening to what others 
are saying and clarifying 
messages’ meaning
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Listening skills play a vital role in effective communication. 
These individuals all seem to be concentrating and paying close 
attention as they listen to a business presentation. As a result, 
they are likely to come away with a good understanding of the 
presentation.

• Give speakers clear nonverbal evidence that they 
are listening attentively, including leaning toward 
the speaker, maintaining eye contact, and not 
fidgeting.

• Give speakers clear verbal evidence that they are 
listening attentively, including giving constructive 
feedback, paraphrasing, and questioning for clarifi-
cation and refinement.

• Show the speaker respect by not interrupting and 
using an inclusive, friendly, and sharing tone rather 
than an exclusionary, hostile, and condescending tone.

• Follow up on unusual or inconsistent communication cues from the speaker, 
such as changes in tone, vocabulary, and body language to determine the real 
message the speaker is trying to send.

• Use what the speaker says or infers to determine the speaker’s motives, self-in-
terest, and expectation(s) of listeners.

• Offer speakers honest, clear, timely, respectful, and relevant acknowledg-
ment of what they have said.

This chapter’s Understand Yourself feature will help you to better under-
stand your own listening skills.

Giving and Receiving Feedback
Both giving and receiving feedback are essential to career success. We are 
expected to both give and receive feedback effectively to our peers, subordinates, 
and sometimes even our supervisors. To be most effective and acceptable for the 
recipient, feedback should be timely, frequent, consistent, specific, and private. 
Diplomatically and constructively addressing another person’s undesired behav-
ior and its consequences to others is a skill that can be learned. Here are some 
guidelines for effectively providing constructive criticism:25

• Give feedback in private. It is much more threatening to receive criticism, no 
matter how constructive, in front of peers, subordinates, supervisors, custom-
ers, or anyone else. If criticism needs to be given to a work team, try to avoid 
singling anyone out and consider saying something like, “Although I am 
going to speak with each of you separately about your strengths and where 
you might improve, my feedback now is intended to benefit the entire team.”

• Request permission. People react more strongly to feedback that is unexpected 
rather than expected. Being granted permission increases the receiver’s recep-
tivity to the information and also lets you know if waiting for a better time 
might be more effective. Saying, “I would like to talk with you about how you 
might handle this type of situation in the future, is that alright?” will usually 
be met with agreement. If the response is more along the lines of, “I know what 
you’re going to say, and I don’t want to hear it,” it is a good idea to try again 
later. If the feedback cannot wait then an effective response might be, “I’m sorry, 
but I really think that this is important, and we need to discuss it now.”
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Complete this fifteen-item questionnaire twice. The first time 
through, think about your behavior in recent meetings or social 
gatherings. Mark “yes” or “no” next to each question—and 

be honest! The second time through, mark a “+” next to your 
answer if you are satisfied with your response or a “–” if you 
wish you had answered the question differently.

U N D E R S TA N D  Y O U R S E L F
LISTENING SELF-ASSESSMENT

Answers: (1) No, (2) No, (3) No, (4) Yes, (5) No, (6) No, (7) No, (8) No, (9) No, (10) No, (11) No, (12) Yes, 
(13) Yes, (14) No, (15) Yes

 1. I frequently attempt to listen to several conversations at the same time.

 2. I like people to give me only the facts and then let me make my own interpretations.

 3. I sometimes pretend to pay attention to people.

 4. I consider myself a good judge of nonverbal communications.

 5. I usually know what another person is going to say before he or she says it.

 6. I usually end conversations that do not interest me by diverting my attention from the  
speaker.

 7. I frequently nod, frown, or whatever it takes to let the speaker know how I feel about  
what he or she is saying.

 8. I usually respond immediately when someone has finished talking.

 9. I evaluate what is being said while it is being said.

 10. I usually formulate a response while the other person is still talking.

 11. The speaker’s delivery style frequently keeps me from listening to content.

 12. I usually ask people to clarify what they have said rather than guess at the meaning.

 13. I make a concerted effort to understand other people’s point of view.

 14. I frequently hear what I expect to hear rather than what is being said.

 15. Most people feel that I have understood their point of view when we disagree.

Yes No 1 or 2

Scoring: To determine your score based on listening 
 theory, score your answers using the upside-down answer 
key at the bottom of this exercise, add up the number of 
incorrect answers, multiply that by 7, and subtract that total 
from 105.
Interpretation: If you often marked “–” after a wrong 
answer, this suggests that you have some good insights about 
how you could improve your listening skills.

If you scored between 91 and 105, you have good listen-
ing habits! This skill will serve you well as a manager.

If you scored between 77 and 90, you have room for 
improving your listening skills.

Refer to the behaviors in the questionnaire and practice 
some of these behaviors every day.

If you scored below 76, you are a poor listener and should 
work hard on improving this skill. Refer to the behaviors in the 
questionnaire and practice some of these behaviors every day.

Source: Reprinted by permission of the publisher from Supervisory 
Management ©1989 American Management Association, New York, NY. 
www.amanet.org 

42502_ch09_ptg01_316-349.indd   329 18/12/18   12:29 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



330 PART 3 | Social and Group Processes in Organizations

• Try to preface a negative statement with a positive one. Beginning your feed-
back with praise for a related behavior can help to reduce defensiveness. By 
balancing the negative feedback that is about to come, the praise reduces the 
negativity of the information being communicated.

• Be specific but not overly harsh or negative. Describing the behavior and why it 
is a problem can help the receiver understand what he or she needs to change 
and why. Because people sometimes do not realize how their actions negatively 
affect others, explaining the negative impact of their behaviors can help moti-
vate the person to change. Stay focused on your goal of obtaining favorable 
reactions and behavioral change from the feedback recipient.

• Suggest specific changes that would help. To truly be helpful, constructive 
feedback ideally provides some ideas for how the behavior or action might 
be effectively modified. This also reinforces the message that your intentions 
are constructive and not intended to harm the message receiver.

Responding to negative feedback is not always easy. Even if we ask for feed-
back and it is delivered constructively, it can be tempting to ignore what was said 
or respond with negative emotions or counter-criticism. To professionally receive 
and respond to negative feedback, it is a good idea to: 26

• show appreciation for the feedback. Remember that giving feedback isn’t 
easy either and start your response with a sincere thank you for the infor-
mation regardless of how it makes you feel. This may also influence the feed-
back sender to be even more supportive and helpful. If this is too difficult or 
if you risk coming across as sarcastic, at least avoid negative reactions such 
as sighing or showing negative nonverbal cues.

• agree with all that you can. Take a moment to consider that all the feedback 
might be correct and agree with what you can and apologize if necessary. 
Depending on the situation and topic at hand, this may be the best response 
even if you do not completely agree with the feedback. If the issue is a matter of 
opinion, like the aesthetics of a presentation template, remember that it is your 
supervisor’s opinion that matters most to your evaluation, raise, or promotion.

• request more detail if needed. Do not be afraid of asking follow-up questions. 
Show that you are taking the feedback seriously by clarifying the points or ask-
ing if different solutions might be appropriate.

• take responsibility. Accepting responsibility for your behavior shows that you 
intend to do something about it, which is the primary goal of the feedback 
sender. You do not need to take responsibility for things that are not your 
fault but showing that you understand how you might have contributed to 
the problem and communicating your intention to fix it or to improve shows 
the feedback sender that you are likely to meet his or her expectations.

Writing Skills
From memos and business letters to emails, managers frequently need to com-
municate in writing.27 Effective business writing is not just about grammar and 
punctuation—the style and tone also have to be appropriate for the audience.28 
Business writing needs to be professional and direct and often needs to be per-
suasive. Always proofread your business communications, even if they are fairly 
short and ensure that spelling and grammar are correct. Experts suggest these 
guidelines for effective business writing:29

• Write to express, not to impress. Get to the point and use common language 
rather than jargon or difficult verbiage. For example, Mark Twain vowed 
never to write metropolis when paid the same for writing city.30 Provide tran-
sitions between ideas.
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• Back up your assertions. Support your points with statistics, examples, citation 
of authorities, and anecdotes. Footnote any ideas, phrases, sentences, and terms 
that are not your own.

• Write for your audience. Ensure that your language, length, and evidence suit 
your audience.

• Edit and revise. Correct grammar and spelling errors and stay focused.
• Format for readability. Make documents attractive and easy to read.
• Use graphic aids and pictures where appropriate to highlight and express ideas.
• Write with energy and conviction. Avoid passive voice.31

Composing effective electronic communications can be challenging. Because 
email is not an interactive conversation, the rules of phone conversations are 
not appropriate. Neither are the rules for written correspondence, which is more 
formal and not instantaneous. Because email falls in between a phone call and 
a letter, email etiquette can be difficult. Table 9.3 provides some suggestions for 
effectively using email at work.

Training in using all forms of electronic communication, including email, 
instant messaging, tweets, blogs, and wikis, can help managers and employees 

Tips for Effective Email
Table 9.3

 1. Deliver personal information in person or by telephone.

 2. Avoid unprofessional email addresses for business emails—have two email accounts if 
necessary. This will avoid the embarrassment of having to tell a new boss that your email 
address is partyon@isp.com.

 3. Ensure that you are responding to every part of the email that warrants a response.

 4. Respond to emails quickly, preferably by the end of the same day. If you cannot do this, 
email the person to let them know that you received their email and cannot address their 
question right now, but you will get back to them soon with an answer.

 5. Read your emails once or twice before sending them to check for clarity and readability.

 6. Write concise and informative subject lines. For example, “We’re meeting Wednesday at 
9” sends a message without the recipient even opening the email.

 7. Do not criticize others via email. This can make them feel belittled and disrespected, and 
if others forward your email you could quickly regret ever sending it.

 8. Do not use your inbox as a catchall folder. After reading an incoming item, answer 
immediately, delete it, or move it to a project-specific folder.

 9. Agree on company acronyms for subject lines, such as “AR” for action required or “MFR” 
for monthly financial report. This both saves time and prevents confusion.

 10. Send group mail only when useful to all recipients. Use “reply all” and “cc” sparingly.

 11. Use the “out of office” feature and voice mail messages to let people know when you 
may not be able to respond quickly.

 12. Before sending an attachment in a particular format, make sure the recipient can open it.

 13. Because they are slow to download, avoid sending large attachments and graphics 
(especially to people who are traveling) unless it is necessary. Post large attachments on 
a wiki or portal instead.

 14. Consolidate your messages in one organized email rather than sending one message 
per thought.

Sources: Hyatt, M. (2007). Email Etiquette 101, MichaelHyatt.com. Available online: http://michaelhyatt.com/e-mailetiquette-101.
html. Stanley, B. (2008). 5 Rules of Email Etiquette, February 10. Smartphonemag.com. http://www.smartphonemag.com/cms/
blogs/27/5_rules_of_email_etiquette. Andrea C. Poe, “Don’t Touch that ‘Send’ Button! – e-mail messaging skills,” HR Magazine, 
July, 2001, 46 (7) pp. 74–80.

Using email effectively 
requires practice. These 
suggestions are useful 
ways to improve the qual-
ity and professionalism of 
email.
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Presentations are common methods for sharing
information in organizations. Skilled presenters
like this woman can inform and educate others
while also keeping them interested in what she is
presented. Other presenters, however, may be much
less effective. Fortunately, there are techniques that
people can use to improve their presentation skills.

reduce misunderstandings and enhance com-
munication efficiency. For example, the New 
Jersey Hospital Association in Princeton, New 
Jersey, gives all new hires email etiquette 
training that covers the basics including how 
to communicate quickly but with courtesy, what 
not to put in writing, and the importance of 
proofreading emails before sending them.

Presentation Skills
Do you ever get nervous when you are about to make a presentation? It is per-
fectly normal to feel this way before speaking in front of a group, even if you have 
a lot of experience. Fortunately, being a little nervous tends to improve with prac-
tice; taking courses on public speaking is one way to get practice. Managers need 
effective presentation skills to present proposals to supervisors and to communi-
cate with other managers and groups of subordinates at once.32 Here are some 
suggestions for making effective presentations:33

• Speak up and speak clearly.
• Quickly achieve rapport. In the first few moments, show audience members 

that you feel comfortable with them.
• Channel nervous energy into an enthusiastic delivery; use gestures to express 

your ideas.
• Move freely and naturally without pacing; look at your audience.
• Minimize notes and use them unobtrusively. Notes work best as “thought 

triggers.”
• Highlight key ideas. Use voice volume, graphic aids, pauses, and “headlining” 

(telling the audience that a point is particularly important).
• Watch the audience for signs of comprehension or misunderstanding. Tilted 

heads and furrowed brows can signal a need for clarification and review.
• End with a bang. Your concluding words should be memorable.

Meeting Skills
Because they lead groups and teams, another way that managers often communicate 
is through meetings. In addition to wasting time and money, poorly led meetings are 
often a source of frustration. One international survey found that employee well-being 
was related to whether meeting time was well spent, not to the amount of meeting 
time or number of meetings attended. Meeting effectiveness may be improved when 
people come prepared to meetings, an agenda is used, meetings are punctual (start 
and end on time), purposes are clear, and there is widespread participation.34
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Leading meetings requires skills in organizing, eliciting input from meeting 
participants, and conflict management. Here are some suggestions for running 
effective meetings:35

• Have a good reason to meet in the first place, or do not meet.
• Have an agenda that clearly states the purpose of the meeting and key steps to 

satisfying that purpose by the end of the meeting.
• Ensure that participants receive the agenda in advance, know what you expect 

of them, and know how they should prepare.
• Be fully prepared for the meeting and bring any relevant outside information 

that might be needed.
• State a time frame at the beginning of the meeting and stick to it.
• Require that participants come prepared to discuss the topics on the agenda.
• Keep participants focused on the agenda items, and quickly manage any inter-

personal issues so that the meeting stays productive.
• Follow up on any outside assignments made to meeting participants.

This chapter’s Improve Your Skills feature will help you to use the right body 
 language when conducting the important managerial task of a job interview meeting.

COMMUNICATION MEDIA
Managers can choose from a variety of communication media. Some of the most 
popular are the Internet, collaboration software, intranets, and oral communica-
tion. Media richness is an important factor for each form.

I M P R OV E  Y O U R  S K I L L S
IMPROVE YOUR INTERVIEW SKILLS

When conducting job interviews, good communication skills 
help you to best evaluate the job candidates and enable the 
candidates to do their best job in the interviews. Here are 
some tips to help you run an effective job interview meeting.

Do:

• Make any necessary accommodations if the candidate 
has a disability.

• Take the first two minutes to establish rapport, and take 
control of the interview.

• Use open body language and present a straight, relaxed, 
confident posture; maintain good eye contact so that you 
look pleasant and engaged.

• Try to make the candidate feel relaxed; give the candi-
date the opportunity to ask you questions.

• Show sincerity in your vocal tone; speak at a suitable place.
• Remember that in addition to evaluating the candidates, 

you are also selling them on the opportunity and trying to 
increase their interest in the position.

• Express interest in the candidates and their experiences; 
listen attentively and nod occasionally.

• Ask specific, job-relevant questions.

Avoid:

• Giving a weak or a bone-crushing handshake.
• Sitting across a table unless necessary; the formality can 

make some candidates nervous.
• Standing too close; respect the candidate’s personal 

space.
• Saying, “Tell me about yourself.”
• Multitasking; focus on the candidate.

Sources: Adapted from Burges-Lumsden, A. (2005, April 5). Body Language 
for Successful HR. PersonnelToday.com. Available online: https://www.
personneltoday.com/hr/body-language-for-successful-hr/; New York 
State Department of Civil Service (2012, March). How to Conduct a Job 
Interview. Available online: http://www.cs.ny.gov/pio/interviewguide/
conductinterview.cfm; and Office of Disability Employment Policy (2010). 
Accommodating Persons with Disabilities. United States Department of Labor.
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The Internet
The Internet has fundamentally changed how many managers communicate.36 
Instead of filtering the information coming into an organization, they are now 
responsible for aligning information with business goals and acting as facilita-
tors by bringing the right people together to solve business problems as a collabo-
rative community. Individuals using the Internet can select only the information 
they want using information pull.37 Information pull occurs when someone 
receives requested information.

This contrasts with the broadcast technique of information push where peo-
ple receive information without requesting it just in case they need it. International 
retailer Target’s career site provides information and videos about the company, its 
brand, and its careers and benefits. By making the site self-directed and providing 
only small amounts of information in each area, employees are empowered and 
engaged as they learn about the company’s culture, procedures, and policies.38

Although technology should never replace all face-to-face interaction between 
leaders and subordinates, it can help the communication process by giving lead-
ers more communication choices. Video chats and podcasts make it easier to com-
municate nonverbal information when sending messages. And email and instant 
messaging help managers prioritize incoming communications and stay caught 
up while away from work. In many organizations, email has evolved from an 
informal communication channel to become a primary and formal means of busi-
ness correspondence.39

Some companies have misused email in communicating important or sensi-
tive information. For example, RadioShack once announced plans to cut about 
400 jobs by notifying affected employees via email rather than in person. This is 
often seen as dehumanizing by employees.

Instant messaging enables users to see who is logged on and to chat with 
them in real time rather than emailing and waiting for a response. This allows 
employees to get in touch with one another immediately to get input or ask 
questions. At Medco Health Solutions, now part of Express Scripts, instant mes-
saging is available companywide and is used constantly to provide high-quality 
customer service. Most managers are rarely without their wirelessly connected 
laptops. Because meeting customer needs is Medco’s priority, managers are 
even expected to respond to customer-oriented instant messages during meet-
ings. Although this can create some distractions, managers have become skilled 
at multitasking and handling the multiple communication channels simultane-
ously open to them.40 There are four major types of telework:41

 1. Home-based telecommuting includes people who work at home for some 
period on a regular basis, but not necessarily every day.

 2. Satellite offices are offices situated to be more convenient for employees and/
or customers. These offices are located away from what would normally be 
the main office location.

 3. Neighborhood work centers provide office space for the employees of more 
than one company in order to save commutes to central locations.

 4. Mobile work refers to work completed by traveling employees who use tech-
nology to communicate with the office as necessary from places such as client 
offices, airports, cars, and hotels.

Telecommuting allows organizations to reduce the amount of office space they 
own or rent and decreases employees’ need to commute to work. IBM reduced its 
real-estate costs by $50 million and Nortel estimates that telecommuting allows 
it to save $100,000 per employee as the employees do not have to relocate.42 If 

information pull
Occurs when someone 
receives requested 
information

information push
Occurs when information 
is received that was not 
requested
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Collaboration software allows team members to easily 
share information and work together on projects. 
People can easily interface with their team members in 
real time using various digital devices.

telecommuting employees sometimes need to work at the company’s location, the 
company can set up a hoteling space for them. This gives visiting telecommuting 
employees who do not have dedicated office space at the company’s location a 
cubicle or office in which to set up their laptop computer, log in, and be immedi-
ately connected to the company’s intranet. They can then work effectively at the 
company’s location when they need to.

Collaboration Software
Online collaboration tools including Slack, Asana, and LiquidPlanner allow 
members of workgroups and teams to share information to improve their com-
munication, efficiency, and performance. By providing features including plan-
ning tools and an online meeting site, these tools enhance the collaborative 
abilities and efficiency of team members by integrating work being done on a 
single project simultaneously by several users at different computers located 
anywhere in the world.

Workflow automation systems use technology to facilitate and speed up work 
processes. These systems send documents, information, or tasks to the right peo-
ple or places based on the established procedure. For example, imagine a nurse 
ordering medication for a hospital patient. A workflow automation system sends 
the prescription request to a doctor and then forwards the prescription to the 
pharmacy. If the pharmacy does not have the medicine in stock, the system can 
notify the nurse that the prescription cannot be filled. If the medicine is dis-
pensed, the system records it in the medicine dispense record and updates the 
pharmacy’s inventory. The system can also immediately update the patient’s 
medical record.

Decision support systems are interactive, computer-based systems that help 
decision-making teams find solutions to unstructured problems that require 
judgment, evaluation, and insights.43 Team members can meet in the same 
room or in separate locations and interact via their computers or mobile phones. 
Software tools including electronic questionnaires, brainstorming tools, idea 
organizers, and voting tools to weight and prioritize recommended 
solutions help the group make decisions and com-
plete projects. A decision support system 
can reduce the likelihood that one mem-
ber will dominate the discussion and 
helps groups avoid many of the barriers 
that face-to-face groups encounter.

Intranets
An intranet is a type of centralized infor-
mation clearinghouse. At its simplest, an 
intranet is a website stored on a computer 
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that is connected to other company computers by an internal network. Employees 
reach the intranet site with standard web-browser software such as Netscape or 
Microsoft Explorer. An intranet can be connected to the Internet at large so that 
suppliers and customers can visit using company-issued passwords. In such cases, 
firewall software can be installed to act as a barrier between the internal systems 
and unauthorized outsiders.

Because they centralize data in an easy-to-access way, intranets are a good 
idea when a company’s employees need to reach the same company information. 
Intranets give employees controlled access to the information stored on a com-
pany’s network, which can reduce the need for paper versions of documents such 
as manuals and company forms. Intranets are not useful if many employees do 
not use or have access to computers, or if no one has the expertise to set up and 
manage the intranet.

Portals are similar to intranets but tend to be more project-focused. Portals 
strongly resemble Internet sites like Yahoo.com and AOL.com. Users interact 
with them with a standard computer browser like Internet Explorer or Netscape, 
but instead of containing links to news and weather, the links lead you to sites on 
the company’s private intranet.

Portals can make project status continually visible to managers through real-
time reports and visual cues such as red–yellow–green traffic signals or digital 
dashboards. Portals allow managers to use their browser to get a high-level 
summary of project status at any time. Some portals also provide visual comparisons 
and metrics between projects within a program.44

Project managers use portals to manage schedules and any issues that arise. 
By centralizing a variety of information, portals allow managers to track prog-
ress and identify any problems early on. Managers can also use portals to quickly 
disseminate information (documents, processes, notices, etc.) to all of their team 
members, wherever they are located, and solicit input and feedback in a con-
trolled manner.45

Portals allow team members to easily share news and ideas, enhancing col-
laboration and project implementation efficiency. Project managers can delegate 
responsibilities down to individual team members, yet still retain control of the 
project.46 Portals are often customizable, allowing employees to subscribe only to 
the information they need.

Portals can be integrated with other applications. For example, one button 
on a portal might call up yesterday’s production charts, another lets employees 
check their 401(k) balance, and a third lets employees tell colleagues about how 
they solved important customer problems. Portals also let everyone in a company 
share databases, documents, calendars, and contact lists. They make it possible 
to collaborate easily with coworkers in remote locations and even conduct instant 
employee opinion polls. By consolidating information and connecting employees 
with one another, they help companies function as a single unit, rather than as 
individual entities.47

Sperry Marine, a business unit of the global aerospace and defense giant 
Northrop Grumman, implemented a project management portal to create virtual 
“war rooms” for collaborating on requests for proposals and resulting projects. 
The portal also provides a centralized, visible location for coordinated document 
storage, information, schedule tracking, and status information. One manager 
says, “Before using the portal, people had to e-mail back and forth or call to stay 
informed. The wrong version of a document could be passed to somebody and 
team members might miss information if they missed meetings. Now everyone 
gets general information from the portal’s home pages, reviews an up-to-date 
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notice board, checks documents in and out, accesses process and risk informa-
tion, and views live schedule ad milestone reports.”48 This facilitates communica-
tion and ensures that everyone is on the same page.

Webcasts are live or prerecorded video segments that are broadcast over 
a company’s intranet and archived for employees to view later. They can help 
higher levels of management communicate with more employees and commu-
nicate messages more effectively because the executive is able to use voice and 
even video to express the message through intonation and body language.

Wikis are searchable, archivable websites that allow people to comment 
on and edit one another’s work in real time. The user-edited Wikipedia 
encyclopedia (Wikipedia.org) is one of the most popular online wikis. Wikis are 
well suited for collaborative writing because they allow users to quickly and 
easily add and edit content. Wikis are essentially a simplified system of creating 
webpages combined with a system that records and catalogs all revisions. This 
allows entries to be changed to a previous state at any time. A wiki system may 
also include tools designed to provide users with an easy way to monitor the 
constantly changing state of the wiki. A place to discuss and resolve any issues 
or disagreements over wiki content is also common. Wikis are easy to use and 
inexpensive. Because real-time project information is located in one easy-to-
access place, project completion times can be greatly reduced. Unlike a portal 
or intranet, wikis have no inherent structure. Some popular wiki features are 
an automatically generated list of pages recently changed and an index of all 
the wiki’s pages.49 Access can be restricted to a limited group of people and even 
require passwords. Disney, Kodak, and Motorola have all found ways to use 
wikis.50

Information technology and the Internet have made it easier for organiza-
tions to communicate with people outside the organization. When Intuit wanted 
to connect with more tax professionals, it created a fee wiki called TaxAlmanac.
org, where thousands of professors, authors, and tax attorneys contributed thou-
sands of articles as a tax law resource.51

Blogs are individuals’ chronicles of personal thoughts and interests. 
Some blogs function as online diaries. A typical blog combines text, images, 
and links to other blogs, webpages, and other media related to its topic. In 
some cases, a CEO will create a blog to communicate more directly with 
employees and stakeholders. When the investment bank Dresdner Kleinwort 
Wasserstein wanted to make it easier for its employees to collaborate, it used 
blogs and wikis. Now that its 1,500 employees create, comment, and revise 
projects in real time, meeting times have been cut in half, and productivity has 
increased.52 When online shoe retailer Zappos had to cut staff by 8 percent, 
CEO Tony Hsieh used his popular blog to reassure employees and outline the 
steps the company would take to avoid further cutbacks.53 Hotelier Marriott 
International’s CEO Bill Marriott sometimes uses video clips to supplement 
his blog, “Marriott on the Move.”54

Better software and greater network bandwidth have made video presenta-
tions much easier and more effective at communicating with employees. Even 
smaller firms can use free or low-cost online tools, such as setting up a private 
area in YouTube for corporate videos.55 Southwest Airlines’ blog, Nuts about 
Southwest, gives new employees the opportunity to communicate with each other 
and also to receive important information from the company. The links to social 
and interactive media encourage employees to interact, form their own inter-
est groups, and form relationships that enable them to become more personally 
invested in the company. The RSS feed allows employees to know instantly when 
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new information is posted to the site. This can help keep communication flowing 
during emergencies, or when important meetings are posted or changed.56

Oral Communication
Despite the speed and convenience of technology-based message channels, many 
of them promote one-way communication and decrease feedback opportunities. 
If used improperly, this can increase the chances of miscommunication because 
the receiver has less opportunity to ask questions or get clarification. It can also 
decrease the quality of decisions if it is harder for employees to make suggestions 
or share concerns.

Technology has certainly changed the ways many managers communicate, 
but there will always be a need for managers to communicate verbally. One 
expert advises people to use electronic communication only for transmitting and 
confirming simple information and to have actual conversations for anything 
that could possibly be sensitive.57

During its restructuring, Avon Products engaged in a large communication 
effort to facilitate the changes. The CEO, president, and others addressed Avon’s 
top 150 managers to explain the rationale for the restructuring. Company lead-
ers then went region to region to tell the same story to the top 1,000 leaders 
round the world. Reflecting Avon’s values, they wanted employees to hear the 
good and bad news directly from them and from their own managers rather than 
through emails or communications bulletins. This honesty, respect, and trans-
parency created a lot of trust among employees, who responded positively to the 
leaders’ appeal for support.58

Communicating in person is important to building credibility and trust. 
One DreamWorks representative says that despite the technology, face-time is 
still critical, especially early in a project. “When you meet someone, there’s that 
instinctive, involuntary chemical reaction, where you decide what you think and 
whether you trust them.”59 To be perceived as competent communicators, man-
agers must share and respond to information in a timely manner, actively listen 
to other points of view, communicate clearly and succinctly, and utilize a variety 
of communication channels.60 Interactive video and live social media feeds can 
enhance the quality of communication between employees and build relation-
ships. Nokia created BlogHub to help employees create their own internal com-
munities that can share posts and videos to enhance feelings of connection with 
other employees and with the company.

Media Richness
Communication media can be classified in terms of their richness or the media’s 
ability to carry nonverbal cues, provide rapid feedback, convey personality traits, 
and support the use of natural language.61 The richness of a medium depends on 
four things:

 1. Interactivity, or the availability of feedback. Immediate feedback allows 
senders to adjust their messages. Richer media provide faster feedback.

 2. The ability to transmit multiple cues, such as physical presence, voice inflec-
tion, nonverbal cues, and pictures. Richer media allow the communication of 
multiple cues.
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 3. Language variety for conveying a broad set of concepts and ideas. For exam-
ple, ideas about a new advertising campaign cannot be expressed in as many 
ways in a letter as they can in a face-to-face conversation. Richer media allow 
for greater language variety.

 4. The personal focus of the medium, or the degree to which it allows the expres-
sion of emotions and other social cues. Richer media allow for more personal 
focus.

The more a medium displays these attributes, the richer it is; the less it dis-
plays these attributes, the leaner it is. Face-to-face is the richest medium because 
it has the capacity for immediate feedback, carries multiple cues, and uses natu-
ral language.

When communicating, managers must choose the media that best matches 
the information richness required of the task or communication. The more 
ambiguous and uncertain a task is, the richer the media should be that supports 
it. For example, text-based computer messaging is a good fit for generating ideas, 
but not for negotiating conflicts. Videoconferencing is a good fit for decision-mak-
ing tasks but is not rich enough for negotiating. Table 9.4 describes how different 
media compare in terms of their richness.

Sometimes the extra expense of face-to-face communication is worth the cost 
because of the richness of the communication it enables as well as the respect 
and sincerity it conveys. After Luxottica Group acquired rival Cole National, 
Luxottica human resource officials made constant weeklong trips from their 
North American headquarters in Mason, Ohio, to the central Cole office in 
Twinsburg, Ohio. The visits were part of a broad effort to prevent a culture clash 
from undermining the merger from the start. Robin Wilson, senior director of 
human resources technology and analytics at Luxottica, and about a dozen HR 
officials made the journey to make sure that approximately 600 former Cole 
employees in Twinsburg understood that they mattered and could get their ques-
tions answered. Luxottica also set up a call center exclusively to field questions 
from former Cole employees. “It was all designed to ensure that we demonstrated 
a culture of inclusiveness,” Wilson says.62

This chapter’s Case Study feature describes how Cisco effectively matched 
the communication media it used with the need for information richness in train-
ing its employees on ethics and social responsibility.

Media Richness of Various Managerial Communications
Table 9.4

Media Richness
Feedback 
Availability

Number 
of Cues

Language 
Variety

Personal 
Focus

Face-to-face High High High High High

Videoconferences High High High High High

Telephone Moderate Moderate Moderate Moderate High

Instant messaging Moderate High Low Low Moderate

Email Moderate Moderate Low Low Moderate

Personal written Low Low Low Low Low

Formal written  
correspondence

Low Low Low Low Low

Media vary in terms of 
their richness. Manag-
ers should try to match 
media richness with their 
 message in order to 
improve communication 
effectiveness.
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ORGANIZATIONAL COMMUNICATION
Organizational communication is the exchange of information among two or 
more individuals or groups in an organization that creates a common basis of 
understanding and feeling. Organizational communication can move in a variety 
of directions, and be formal or informal in nature. Figure 9.3 illustrates down-
ward, upward, horizontal, and diagonal communication paths in organizations.

organizational 
communication
The exchange of 
information among two 
or more individuals or 
groups in an organization 
that creates a common 
basis of understanding 
and feeling

CASE STUDY

Technology provider Cisco Systems puts a high value 
on ethics and corporate social responsibility. Cisco 
is one of only three companies to appear on the 
business ethics publication Corporate Responsibility 
Officer’s “100 Best Corporate Citizens” list every 
year in the list’s first ten years. So it was no sur-
prise that company leaders were concerned when 
an employee survey revealed that ethics and com-
pliance issues training was seen as boring and dry. 
Cisco realized that it had been cramming ethics and 
compliance information down employees’ throats. 
Because many of Cisco’s employees are tech-savvy 
engineers who are more comfortable figuring 
things out for themselves, the old model of in-person 
PowerPoint-based training clearly was not working.

Accordingly, Cisco decided to revamp the ethics 
and compliance program for its 65,000 worldwide 
employees to make the training interesting, engag-
ing, and fun. The company developed “Ethics Idol,” 
a cartoon-based parody of the television reality show 
American Idol, to engage employees in ethical deci-
sion making. Featured on Cisco’s intranet, employ-
ees view four cartoon “contestants,” each of whom 
sings the tale of a different, complicated ethical situa-
tion. The three judges then give their decisions as in 
American Idol.

The themes of the song parodies include interna-
tional trade regulations and chain-of-command issues 
when reporting malfeasance or harassment. The par-
odies are purposely vague to make employees really 
think about the ethical issues. After viewing the judges’ 
decisions, employees vote on which of the three 
judges gave the most appropriate response to each 
situation and instantly see how their vote matches up 
companywide. Cisco’s ethics office then weighs in at 

the end of each episode to give the correct answer 
based on the company’s official ethics and compli-
ance standards.

Thanks to its ability to easily change the lan-
guage in which it is broadcast, Ethics Idol is being 
rolled out to Disco employees globally. The Ethics 
Idol program not only got Cisco employees to learn 
more about ethics and compliance, but it also gave 
the company momentum when it decided to rewrite 
its Code of Business Conduct in more simple and 
clear language. Cisco’s new code was introduced 
shortly after Ethics Idol was rolled out, and within ten 
weeks, 99.6 percent of Cisco employees certified 
that they had received and read the new document. 
A survey of employees found that 94 percent agreed 
that the new code was easy to read, and 95 percent 
agreed that it was easy to comprehend.

Ethics Idol has been a hit among the technolo-
gy-loving employees at Cisco. As one expert says, 
“You cannot teach people morality, but you can 
teach them how to deal with the ethical problems 
they encounter in the hopes they will make a good 
decision.”63 Ethics Idol has done just that by match-
ing the communication medium to the audience and 
making learning fun.

Questions

1. What are the advantages of Ethics Idol as an eth-
ics training communication medium over in-per-
son PowerPoint training?

2. Would you enjoy this type of training program? 
Why or why not?

3. Can you think of other ways ethics and corporate 
social responsibility information could be commu-
nicated in an engaging way?

Communicating Ethics at Cisco

Sources: Based on O’Brien, M. (2009, May 16). “Idol”-izing Ethics, HRE Online; Singer, A. (2008, November/December). Cisco Transmits 
Ethics to a “Wired” Workforce. Ethikos. Available online: http://www.singerpubs.com/ethikos/html/cisco.html.
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Downward Communication
Downward communication occurs when higher-level employees communicate to 
those at lower levels in the organization—for example, from a manager to a sub-
ordinate. Downward communication typically consists of messages about how to 
do a job, performance goals, the firm’s policies, and how the company is perform-
ing. Technology now gives many executives real-time feedback on employees’ and 
the company’s performance but getting those executives’ decisions communicated 
to employees often takes longer. Setting up procedures and creating a culture 
that enables the uninhibited flow of information is the foundation of effective 
communication.64 As a senior leader of Tata Consultancy Services in Mumbai, 
India, says, “From communicating key organizational policies and initiatives to 
establishing a direct connection between the CEO, senior management and the 
employees, technology can help dissolve geographic and hierarchical barriers.”65

Management by wandering around is a face-to-face management technique 
in which managers get out of their offices and spend time talking informally to 
employees throughout the organization.66 Being actively engaged 
in the day-to-day operations of the business gives 
managers a feel for what is really going on in the 
company. For example, in the first six months after 
Gary Kusin became CEO of Kinko’s, he went into 
each of Kinko’s twenty-four markets in the United 
States, visited more than 200 stores, and met with 
more than 2,500 team members to learn what the 
company needed to do to continue evolving.67

Communication Paths in Organizations
Figure 9.3

Downward
Communication

Diagonal
Communication

Upward
Communication

Horizontal
Communication

Organizational 
communication can 
follow a variety of paths. 
As illustrated here, these 
paths can be downward, 
upward, horizontal, or 
diagonal.

Senior managers can learn a lot about what is going on in their 
company by visiting facilities and talking to employees. This 
executive, for instance, is visiting one of his firm’s distribution centers 
to better educate himself on what goes on there.
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342 PART 3 | Social and Group Processes in Organizations

Information technology and the Internet have given managers more choices 
in how to communicate downward, including email, instant messaging, intranets, 
portals, wikis, blogs, and webcasts in addition to traditional verbal and written 
communication.

Upward Communication
Upward communication occurs when lower-level employees communicate with 
those at higher levels—for example, when a subordinate tells a manager about 
a problem employees are having meeting a customer’s request. Encouraging 
upward communication can help managers check that subordinates understand 
their goals and instructions, keep managers informed of employee challenges 
and complaints, and cultivate acceptance and commitment by giving employees 
the opportunity to express ideas and suggestions.68

Despite its potential benefits, getting subordinates to give upward feedback 
can be challenging. Subordinates often filter bad news, fearing that their boss does 
not really want to hear it. Being approachable, accessible, and creating a culture 
of trust and openness can help subordinates feel more comfortable giving upward 
feedback. Managers should avoid overreacting, becoming defensive, or acting 
blameful and should respect confidentiality when a subordinate shares potentially 
controversial or negative information. Attitude surveys, an open-door policy, and 
regular face-to-face meetings with subordinates can also foster upward communi-
cation. One of the best ways to make subordinates comfortable sharing informa-
tion may be sympathetically listening to them during your daily informal contacts 
with them in and outside of the workplace.69 This can build the trust required for 
subordinates to share their ideas and honestly communicate negative information.

Technology tools such as wikis can enhance bottom-up communication in 
organizations. By creating an open-source workspace, all employees can be part 
of the brainstorming and problem-solving process. For example, when a manager 
at an investment bank wanted an analysis of how to double profits on a particu-
lar trade, he put the problem on a wiki page where other employees could com-
ment, brainstorm, and edit in real time. In two days, the manager had analytics 
that otherwise would have taken two weeks to acquire.70

Horizontal Communication
Horizontal communication occurs when someone in an organization communi-
cates with others at the same organizational level. Managers often depend on 
each other to help get the job done, and communication is necessary for them to 
coordinate resources and workflow. Although horizontal communication occurs 
between peers, as in all organizational communications, it is best to stay profes-
sional and avoid confrontational words and negative body language.

Managers can facilitate horizontal or interdepartmental communication by 
appointing liaison personnel or creating interdepartmental committees or task 
forces to facilitate communication and coordination and solve common problems. 
Technology also can help. Kraft Foods gives employees many communication 
tools to use in communicating with one another. KraftCast is a quarterly podcast 
featuring an interview with a company executive or newsmaker. On Ask the KET 
(short for Kraft executive team), employees ask questions about anything from 
recipe changes to how the financial crisis is affecting Kraft. Online videos, blogs, 
wikis, and discussion boards can be made available to all employees or to a par-
ticular workgroup. An online notice board even lets employees congratulate one 
another or thank coworkers for their help.71
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Diagonal Communication
When employees communicate across departments and levels, they are engaging 
in diagonal communication. For example, if Ryan’s subordinate Owen contacts 
Ryan’s peer in a different department, diagonal communication has occurred. 
Diagonal communication is common in cross-functional project teams composed 
of people from different levels drawn from different departments.

Diagonal communication allows employees in different parts of an organiza-
tion to contribute to creating a new product or solving a problem. Diagonal commu-
nication also helps to link groups and spread information around the firm. Almost 
all successful managers use these informal communication networks to moni-
tor employee communication and to communicate quickly with employees.72 A 
long-standing practice at General Motors is its “diagonal slice meetings” in which 
top executives seek feedback from white-collar people at all levels of the company.73

Diagonal communication can also be inappropriate depending on the situ-
ation and the people involved. Subordinates who engage in diagonal communi-
cation may alienate their direct supervisor who might feel “out of the loop” and 
punish the subordinate for disrespecting the chain of command.

Information technology and the Internet can facilitate horizontal and diag-
onal communication through the company’s intranet, portals, and wikis. By 
creating a central location where employees can post questions and help solve 
problems other employees are dealing with, communication can occur among 
employees who would be unable to communicate without the use of technol-
ogy. For organizations with multiple locations, IT and the Internet can create 
employee networks that allow employees located around the world to work 
together and share knowledge.74

Formal and Informal Communication
Formal communications are official, organization-sanctioned communications. They 
can be upward, downward, horizontal, or diagonal. Formal communication channels 
typically involve some sort of written communication that provides a permanent 
record of the exchange. Formal communication is usually interpreted accurately.

Informal communication is anything that is not official. Informal communica-
tions include gossip and answering another employee’s question about how to do 
something. The grapevine is an example of an informal communication channel. The 
grapevine can promote the spread of gossip or rumors, which can be destructive and 
interfere with the functioning of the company, particularly if they are untrue.75 You 
should not avoid the grapevine, but be sure to evaluate the credibility of the source 
before you believe what you hear.76 If a rumor does not make sense or is inconsistent 
with other things you know or have heard, seek more information before reacting.

As a manager, being aware of current office gossip can help to keep you 
informed of what is on employees’ minds and prevent rumors from growing out of 
control. It is best to prevent rumors from starting by establishing clear commu-
nication channels, building trust with your employees, and providing employees 
adequate facts and information. If a rumor does start to spread, neutralize it by 
consistently and honestly communicating with employees about the issue. Not 
making a comment is usually seen as confirmation of a rumor.77

Social Networking
A social network is the set of relationships among people connected 
through friendship, family, work, or other ties. People form social networks in 

social network
The set of relationships 
among people connected 
through friendship, family, 
work, or other ties
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Informal communication plays a powerful role in most organizations. 
These two co-workers, for example, have gone out to lunch and are 
now returning to work. They may be discussing their boss, another 
colleague, or a major business decision. Alternatively, they may be 
talking about the weather or social activities. The power of informal 
communication, whether inside or outside the organization, should 
not be overlooked.

organizations that allow for an exchange of information from one employee to 
another, or even to people outside the company. These informal networks can be 
helpful; they give employees access to people who can help solve problems and 
get work done. It is often recommended that new employees try to tap into exist-
ing social networks to learn how to successfully do their work.78

Our social networks consist of both formal and informal ties. Formal ties 
refer to relationships with coworkers, bosses, and others we know because 
of the roles we hold. Employees have formal ties with their bosses and sub-
ordinates. Informal ties are relationships based on friendship and choice. 
If an accounting employee and a production employee create a tie between 
them because they want to discuss work issues or develop a friendship, and 
not because they have to, this tie is an informal one. Some people’s social 
networks have many ties, making them central in an organization’s social 
network. The employee who everyone goes to with a question, or who seems 
to know everything about everyone else, is central to that company’s social 
network.

The pattern of relationships in a company influences its communication 
patterns and information flow. If employees tend to be connected to many other 
employees, communication is more open and information flows more freely. If 
employees tend to be connected to very few other employees, or if employees tend 
to be connected only to their managers, the network is more closed and informa-
tion tends to flow only to the central person.

Personal contacts are essential to the success of salespeople and managers 
alike. Social networking Internet sites take these personal relationships online. 
Hundreds of companies worldwide, including Saturn and Smart Car, use inter-
nal social networks to boost productivity and encourage collaboration. LinkedIn’s 
service, Company Groups, digitally gathers all of a company’s employees into a 
single, private web forum where they can talk, share ideas, and ask company-re-
lated questions. More than 1,000 companies have signed up for the service.79 
Facebook also has a service that lets people sharing company email addresses 
join the same group.

Social networking also has a potential downside. If employees and customers 
are satisfied, these networks can help build loyalty. If not, employees and custom-
ers will communicate and amplify every complaint through these networks. Both 
employees and managers need to be careful about what they post on Internet 
social networking sites like Facebook, LinkedIn, and Instagram. This informa-

tion will be available for others to view for many years, 
and many hiring managers look at Facebook and 
other sites to learn more about job candidates.80 You 

can use this to your advantage by posting informa-
tion that reinforces and further explains your qual-
ifications and accomplishments, rather than photos 
and other information that might frame you in a 
negative light.81
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SUMMARY AND APPLICATION

The communication process starts when a sender translates (encodes) information 
into words, symbols, or pictures and passes it to the receiver through some medium 
(channel). The sender then receives the message and retranslates (decodes) it into 
a message that is hopefully the same as what the sender intended. Noise can 
enter anywhere in the process, making the message received different from the 
one the sender intended. Feedback creates two-way communication that helps to 
check on the success of the communication and ensure that the received message 
is accurate. Nonverbal communication and task interdependence also affect the 
communication process, as do potential barriers to effective communication.

Successful managers usually have strong communication skills. There are 
actually several different forms of communication skills that are important. 
Effective listening skills are especially important. Writing, speaking, and 

To better understand what drives employee behaviors 

and performance, Twitter conducts regular internal 

research. The company had thought that its managers 

had the strongest influence on employee engagement, 

but after it conducted an internal survey it learned that 

its CEO was the primary driver of employee engage-

ment. As a result, Twitter’s executives stay very visible 

to Twitter employees, who can ask questions of the 

executive leadership team who answers a subset of 

these questions every week.82 This open upward com-

munication helps to build trust and engage employees 

and gives top executives visibility into what is going 

on throughout the company. The CEO also leads a 

“Managing at Twitter” session at least once a quar-

ter, opting for interactive role-playing exercises rather 

than slides to engage the managers in the class and 

leverage his own experience.83

Twitter identified five skills for employees to improve 

on every day and actively communicates them to employ-

ees. They are communication, development, direction, 

change, and collaboration. Keeping the message about 

what employees should focus on both simple and consis-

tent, Twitter effectively communicates its expectations to its 

employees. This increases employee engagement as does 

effective employee execution of the five skills.

Twitter also understands the importance of honest 

feedback and of employees’ acting on the constructive 

feedback they receive. Twitter also requires all employees 

to give authentic and fearless feedback continuously—up, 

down, and diagonally. To help employees better give and 

receive feedback, quarterly learning labs support employ-

ees in their efforts to continuously improve these skills.84 

This helps employees know how they are doing and how 

to improve, increasing their engagement and motivation.

REAL-WORLD RESPONSE
ENHANCING EMPLOYEE ENGAGEMENT THROUGH COMMUNICATION
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346 PART 3 | Social and Group Processes in Organizations

meeting management skills are also all important to effective communication, as 
is effectively giving and receiving feedback.

Managers and employees use a variety of communication media. These 
include the Internet, collaboration tools, and intranets, as well as various forms 
of oral communication. Managers need to fit the media to the message, use appro-
priate body language and nonverbal cues, and ensure that subordinates under-
stand the meaning of the messages sent. It is also a good idea to understand 
how employees like to be communicated with and seek their feedback about how 
different communication channels are working.

Organizational communication can move in a variety of directions and be for-
mal or informal in nature. Communication paths can be downward, upward, hor-
izontal, or diagonal. Social networks help to establish communication patterns in 
organizations.

DISCUSSION QUESTIONS

1. What are your preferred methods of receiving information? Does your answer 
differ depending on the type of information being sent?

2. What are the implications of organizational diversity on the communication 
media the company should use?

3. What are some of the most common sources of noise when others try to talk 
to you? What can you do to reduce their effects?

4. Think of a time when you have been persuaded by someone to do something. 
Why was the other person able to change your attitude or behavior?

5. If you had to tell your boss bad news, what communication media would you 
use?

6. If you were about to be fired, how would you want to hear the news? Why? 
How would you least want to hear the news? Why?

7. Which do you think is more important for organizations: downward commu-
nication or upward communication?

8. Which do you think is more important for organizations: formal or informal 
communication?

9. What role, if any, do you feel the grapevine plays in organizations?

UNDERSTAND YOURSELF EXERCISE

Writing Conciseness
Read the following customer complaint. Write a paragraph describing the busi-
ness representative’s goals in responding to the complaint. Then play the role of 
the company representative and compose a business letter in response. Provide 
a solution, a reason for not complying with the complainer’s request, or whatever 
you deem appropriate. You should use a clear, concise, business style and format 
your letter professionally.

Emil Tarique
101 Main Street
Chicago, IL 60610

October 17, 2016
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Computer Kingdom
Consumer Complaint Division
2594 Business Drive
Tallahassee, FL 32301

Dear Sir or Madam:
Re: Account #29375403

On April 15, I bought a store-brand laptop computer at your Michigan Avenue store. 
Unfortunately, the computer has not performed well because of hardware issues. I 
am disappointed because I need the machine to do my work, and have had to take it 
in for repairs twice in the short time I have owned it. This has cost me time as well 
as decreased my productivity. I don’t trust the machine, and am constantly worried 
about losing more data even though it has supposedly been repaired.

To resolve the problem, I would appreciate your exchanging this computer for a 
new one in good working order. Enclosed is a copy of my purchase receipt as well 
as the receipts for the two repairs.

I look forward to your reply and a resolution to my problem and will wait until 
August 30 before seeking help from a consumer protection agency or the Better 
Business Bureau. Please contact me at the above address or by email at: myfake-
mail.gmail.com.

Sincerely,

Emil
ENCLOSURE(S)

GROUP EXERCISE

Active Listening
Form groups of at least four people. Each group then selects one of the following 
workplace scenarios:

____1. An employee asking for a raise

____2. A supervisor explaining a new vacation policy to an employee

____3. A new employee asking a coworker about the company’s culture

____4. Two new employees generating potential solutions to a problem

After selecting a scenario, each group has twenty minutes to prepare two 
three-minute skits. The first skit, performed by team members 1 and 2, should 
show the interaction without active listening techniques. The second skit, per-
formed by team members 3 and 4, should duplicate the conversation while clearly 
using active listening techniques.

We thank Professor Jim Gort at Davenport University for suggesting this 
exercise.
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C H A P T E R 
O U T L I N E

After studying this chapter, you should be able to:

1 Describe the nature of conflict, discuss the conflict escalation process, and describe 
how conflict can be de-escalated.

2 Identify and discuss the five interpersonal conflict management strategies.

3 Describe some of the best and worst conflict resolution behaviors and discuss how to 
create constructive conflict.

4 Describe the differences between distributive and integrative negotiation and identify 
the three types of alternative dispute resolution.

L E A R N I N G 
O U T C O M E S

10
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REAL-WORLD CHALLENGE

RESOLVING DISPUTES AT MARKS & SPENCER1

Global clothing, home products, and food retailer Marks & Spencer employs over 80,000 

people around the world and has over 1,000 stores in the United Kingdom alone. Marks 

& Spencer understands that workplace conflicts and disputes are inevitable and wants to 

handle them responsibly and ethically. The company also knows that the managerial time 

spent on disputes as well as damaged coworker relationships can distract employees from 

focusing on their jobs and performing their best.

Marks & Spencer wants to give its employees the opportunity to find fair, mutually 

agreed upon, constructive solutions in a safe environment and enable them to move for-

ward after a conflict positively and confidently. Imagine that the company’s management 

team approaches you for suggestions. What advice would you give them? After reading 

this chapter, you should have some good ideas.

BLOOMBERG/GETTY IMAGES
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352 PART 3 | Social and Group Processes in Organizations

Conflict is an inevitable result of interdependencies among people, workgroups, 
and organizations.2 Given that all organizations are interdependent systems, 
organizations without conflict do not exist.3 Indeed, mid-level managers spend 
approximately 25 percent of their time managing conflict.4 Your ability to effec-
tively manage conflict will influence both your individual success and organiza-
tional performance.

Although many people feel that conflict is inherently destructive, in fact 
some conflict is beneficial and desirable. Conflict can certainly have negative 
consequences in the short run, such as when a manager and staff have a conflict 
over customer needs or when two employees disagree about how to do something. 
Conflict can undermine decision quality when either or both parties withdraw 
and refuse to cooperate.5 It can also lead to the departure of valued employees, as 
happened in the fashion company Gianni Versace when CEO Giancarlo Di Risio 
resigned after a conflict with Donatella Versace over creative control.6

In the long run, however, conflict can also lead to positive outcomes includ-
ing better decisions, more motivated employees, and happier customers. When it 
is well managed, conflict can improve problem solving and innovation, increase 
employee involvement and commitment, and clarify work processes and goals. 
How conflict is managed is the biggest determinant of whether a conflict has posi-
tive or negative outcomes. For example, compared with a no- conflict situation, con-
flict can improve decision quality when it is managed through cooperative problem 
solving. Constructive change is typically the result of well-managed conflict.

Negotiation is an important skill in managing and resolving conflicts, as well 
as many other management activities, and is a part of all managers’ jobs. After 
reading this chapter, you should have a good understanding of what conflict is, 
its role in organizations, and how to manage it. You will also understand how to 
be a more effective negotiator.

THE NATURE OF CONFLICT
Conflict is a disagreement that arises when two or more parties perceive a 
threat to their interests, needs, or concerns. Conflict can be both constructive 
and destructive.7 One major conflict resolution expert argues that whether con-
flict is positive or negative is determined by the parties’ response to the conflict 
rather than by the conflict itself.8 Focusing on the conflict management process, 
not just the outcomes desired by the parties, is thus a key to realizing the poten-
tial benefits of a conflict. Mismanaged conflict helps to explain why so few family 
businesses make it to the third generation. A survey of 1,002 family-business 
owners revealed that the potential for conflict increases significantly as family 
businesses age.9

Behaviors that escalate a conflict until the conflict seems to take on a life of 
its own generate dysfunctional conflict. Dysfunctional conflicts focus on emo-
tions and differences between the two parties and can degenerate to the extent 
that the parties forget the substantive issues and focus on getting even, retaliat-
ing, or even hurting the other party.

Not only can dysfunctional conflict negatively influence employee, work-
group, and company performance, but it also can lead to employee depression, 
absenteeism, turnover, burnout, and negative emotional states.10 It is character-
ized by feelings of contempt and at least one of the parties withdrawing from 
communicating.11 No one is satisfied with the outcome of dysfunctional conflict, 
potential gains from the conflict are not realized, and the negative feelings at the 
end of one conflict are carried over to the next conflict, creating a negative spiral. 

conflict
A disagreement through 
which two or more 
parties perceive a threat 
to their interests, needs, 
or concerns

dysfunctional conflict
Destructive conflict 
focused on emotions and 
differences between the 
two parties
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Conflict is a disagreement that arises when two or more 
parties perceive a threat to their interests, needs, or concerns. 
These two colleagues are engaged in a disagreement and are 
beginning to experience conflict that may become constructive  
or dysfunctional.

As a result, dysfunctional conflict often becomes sep-
arated from the initial issue and continues even after 
the original conflict becomes irrelevant or is forgotten.

At the same time, though, conflict can also be posi-
tive. For example, have you ever ended a disagreement 
feeling better about something? When it is effectively 
managed, conflict can be healthy. Interpersonal conflict 
can lead to greater learning, flexibility, and creativity.12 
Behaviors that are adaptive and responsive to the situ-
ation, person, and issues create constructive conflict. 
Constructive conflicts, also called functional conflicts, 
balance the interests of both parties to maximize mutual 
gains and the attainment of mutual goals. Constructive conflicts contain elements 
of creativity, adaptation, and a desire to discover a mutually acceptable outcome. 
Constructive conflict can lead to the identification of new alternatives and ideas.13 
Constructive conflict is a natural, inevitable, and creative force and can be benefi-
cial to employees and their organizations.14

Common Causes of Conflict
What creates conflict? The short answer is that conflict can be caused by any-
thing that leads to a disagreement. We next discuss nine of the most common 
sources of conflict in organizations. These are also summarized in Table 10.1.

constructive conflict
Adaptive, positive conflict 
(also called functional 
conflict)
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Sources of Conflict
Table 10.1

Differing task goals disagreements over what is to be accomplished

Differing process goals disagreements over how to accomplish tasks or goals

Interpersonal differences differences in motivation, aspirations, or personality

Resource constraints incompatible needs or competition over perceived or actual 
resource constraints

Change the uncertainty of change often creates conflict and changes the 
relative importance of different organizational groups

Differing values perceived or actual incompatibilities in beliefs about what is 
good or bad, right or wrong, or fair or unfair

Poor communication when people lack necessary information, are misinformed,  interpret 
information differently, or disagree about which data is relevant

Task interdependence when one person or unit is dependent on another for resources or 
information, the potential for conflict increases

Organizational structure conflict (either horizontal or vertical) can result from structural or 
process features of the organization

There are many  different 
sources of conflict in 
organizations.
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Task conflict is a disagreement about the task or goals to be 
accomplished. Take this display of orange juice, for example. The 
marketing department prefers a wide variety of formulas, sizes, and 
packaging in order to give customers more choice. Production, on the 
other hand, may prefer fewer formulas, sizes, and packaging in order to 
hold down production costs.

Differing Task Goals
Task conflict is a disagreement about the task or goals. A moderate amount 
of task conflict is beneficial in the early stages of a project because it increases 
innovation and generates more alternatives from which to choose. However, task 
conflict is more likely to be detrimental over time when tasks are complex.15 
Task conflict can be very productive if handled correctly. For example, marketing 
employees want to provide product variety to maximize sales, whereas produc-
tion employees focus on efficiencies and cost and prefer long, economical produc-
tion runs of a limited number of products. Resolving this task conflict balances 
the organization’s need for cost efficiencies with its goal of maximizing sales. 
Task conflict also occurs when employees disagree about which packaging design 
is best or whether quality or quantity is more important.

Compensation systems often create differing task goals within an organiza-
tion. For example, if marketing employees are compensated based on the number 
of units the company sells but production employees are compensated based on 
the average cost per unit, conflict between them is understandable. Holding mar-
keting and production employees jointly accountable for both sales and cost gives 
them common goals and reduces their conflict. Focusing employees, workgroups, 
and departments on a common enemy such as a competitor or even a challenging 
economy can also unite employees in their pursuit of a common goal and reduce 
the negative effects of conflict.

Differing Process Goals
Have you ever wanted to do a task one way but someone else preferred a differ-
ent strategy? Even when we agree about what we are trying to accomplish, we 
can still disagree about how we should accomplish it. Process conflict reflects 
conflict about how to accomplish a task, who is responsible for what, or how 
things should be delegated.16 Role ambiguity increases process conflict. If a man-
ager does not clearly assign work tasks to employees, employees may experience 
process conflict as they jockey with one another to do the most desirable assign-
ments and avoid the least desirable tasks.

Interpersonal Differences
Have you ever had trouble working with someone because you just 

did not like the person? Conflicts can arise from inter-
personal differences in motivation, aspirations, or per-
sonality. Interpersonal differences are a common trigger 
of relationship conflict, which is the result of incom-
patibility or differences between individuals or groups. 
Relationship conflict can also be triggered by person-
ality, particularly the personality traits of  dogmatism 

task conflict
A disagreement about the 
task or goals

process conflict
Conflict about how to 
accomplish a task, who 
is responsible for what, 
and how things should be 
delegated

relationship conflict
Conflict due to 
incompatibility or 
differences between 
individuals or groups
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and power motivation. Relationship problems often fuel disputes and lead to an 
unnecessary escalating spiral of dysfunctional conflict.

Relationship conflict is rarely a good thing. In fact, it is consistently rec-
ognized as a primary source of stress for employees of all ages, cultures, and 
occupations. Twenty-five percent of employees from a wide range of occupations 
identified interpersonal issues as the most vexing stressor at work.17 In another 
study, negative social interactions at work accounted for 75 percent of all work 
situations that employees described as detrimental.18

Relationship conflict is fueled primarily by emotions (usually anger and 
frustration) and by perceptions about the other party’s personality, character, 
or motives. Some conflicts occur because people ignore their own or others’ 
feelings and emotions. Other conflicts occur when feelings and emotions differ 
over an issue. Because relationship conflict is personalized, it tends to become 
more extreme. In one privately held $12 million company, the relationship 
between the CEO and COO deteriorated to the point that they avoided each 
other in the hallway, seldom talked, and communicated primarily through 
other people.19

Because relationship conflict is not about concrete issues, neither party is 
really interested in solving the problem and may even try to create new prob-
lems. If relationship conflict cannot be converted to task conflict, it almost always 
gets worse because each person acts as if the other is untrustworthy, looks for 
and finds more problems, and gets angrier. Sometimes moving one or more team 
members to another team to separate the employees experiencing relationship 
conflict is necessary.

Effective project teams tend to have low but increasing levels of process 
conflict, moderate levels of task conflict in the middle of the project, and low 
levels of relationship conflict that increase toward the end of the project.20 
Creating a culture of respect and supporting the safe and balanced expression 
of perspectives and emotions can help to suppress relationship conflict. Intel 
trains all new employees in how to constructively manage conflict. Employees 
learn how to deal with others in a positive manner, use facts rather than opin-
ion when persuading others, and focus on the problem rather than the people 
involved.21

Resource Constraints
The availability and allocation of scarce resources is a major source of conflict 
in organizations. Incompatible needs and competition over perceived or actual 
resource constraints can create conflicts of interest.22 Conflicts of interest occur 
when someone believes that to satisfy his or her own needs, the needs and inter-
ests of someone else must be sacrificed. This is particularly problematic when 
dividing resources (like money or time) is a zero-sum game in which one party’s 
gain is the other party’s loss. Conflicts of interest can occur over:

• Substantive issues including time, money, and physical resources
• Procedural issues involving the way the conflict will be handled
• Psychological issues including perceptions of fairness, trust, or interest in 

participating

Conflicts of interest are best resolved by jointly addressing both parties’ 
interests. If a scarce resource can be expanded, for example, say through a bigger 
budget or by adding more office space, a conflict can be resolved to both parties’ 
satisfaction. Resolving conflicts of interest often increases creativity and innova-
tion and stimulates performance.23

conflicts of interest
Conflict due to 
incompatible needs 
or competition ever 
perceived or actual 
resource constraints
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When Apple cofounder Steve Jobs told the firm’s employees about the firm’s new 
directions in computer development those employees working on the Apple II (shown 
here) watched remotely while those working on the new Mac had front-row seats. 
This disparate treatment led to conflict and was instrumental in causing Apple’s other 
cofounder, Steve Wozniak, to resign.

Change
Change can also cause conflict. Indeed, it has been said that change is not pos-
sible without conflict.24 One of the primary drivers of conflict is uncertainty. 
Organizational changes, including reorganization, downsizing, and changing 
business strategies, increase uncertainty and opportunities for resource conflicts. 
External changes can also trigger conflict if regulations or changing market con-
ditions change the relative importance of different organizational groups. For 
example, if a strong new competitor enters a company’s market, the firm’s mar-
keting and advertising departments may get resources previously available to 
the research and development or human resources departments. A big lawsuit 
filed against the company is likely to elevate the relative status and resources 
given to the legal department.

Apple Computer’s shift in focus from the Apple II computer to the Macintosh 
PC illustrates the conflict that can accompany change. When Apple’s cofounder 
Steve Jobs presented the new computer in the company’s auditorium, Mac 
Division employees watched from front-row seats. Meanwhile, Apple II employ-
ees watched Jobs’s presentation on closed-circuit TV in another room. This differ-
ential treatment clearly communicated Jobs’s view that the Mac was the future 
of the company and the Apple II was much less important. Considerable inter-
nal conflict followed as the differential treatment prompted Apple cofounder and 
Apple II inventor Steve Wozniak to resign and the morale of the Apple II employ-
ees to plummet.25

Differing Values
People differ in their values and worldviews. These differences are the source of 
values conflict, or conflict arising from perceived or actual incompatibilities in 
beliefs about what is good or bad, right or wrong, and fair or unfair. Values con-
flicts can arise when people or groups have different values or a different under-
standing of the world. For example, if some employees feel that the organization 
should be focused on maximizing the firm’s profits while other employees feel 
that the firm should be focused on doing the maximum good for the maximum 
number of people, the two groups of employees are experiencing values conflict.

What violates someone’s values differs across national cultures. Different 
events can trigger conflict in various cultural contexts due to different core con-
cerns. For example, rights violations trigger greater anger in the United States, 
whereas violations over duties and face cause greater anger among Koreans.26 

In the United States, Americans perceive conflicts to be more about 
winning and violations to individual rights, whereas Japanese 
view the same conflicts to be about compromise and violations to 
duties and obligations.27

Poor Communication
Remember, uncertainty is one of the primary drivers of conflict. 
Poor communication increases uncertainty and can thus increase 

values conflict
Conflict arising from 
perceived or actual 
incompatibilities in belief 
systems
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the potential for conflict. Information conflict occurs when people lack import-
ant information, are misinformed, interpret information differently, or disagree 
about which information is relevant.

If a manager tells only some subordinates (but not others) about strategy 
changes or upcoming scheduling changes, this increases the opportunity for con-
flict between the employees who have this important information and those who 
lack the information. Because email restricts the richness of communication and 
increases the chances for misunderstanding, conflicts are more likely to esca-
late when people communicate via email compared to face-to-face or over the 
telephone.28

Task Interdependence
When one person or unit is dependent on another for resources or information, 
the potential for conflict increases. Imagine writing a class paper with a part-
ner. If you divide the assignment in half and each of you complete your section 
independently, there is less potential for conflict than if your ability to do a good 
job writing your section of a paper depends on the quality of the other student’s 
section.

Organizational Structure
Structural conflict is the result of structural or process features of the organi-
zation. Structural conflict can be horizontal or vertical. Horizontal conflict occurs 
between groups at the same organizational level, such as between line and staff 
employees or between departments such as production and marketing. A clas-
sic example is the marketing production conflict between marketing’s long-term 
view of sales and production’s short-term goal of cost efficiency. Because the real-
ities of employees in each department are aligned with their identification with 
these dimensions, conflict is a perfectly justified response to “those people in that 
other department.”29

Vertical conflict occurs across different hierarchical levels in the organi-
zation, including conflicts over wage issues or control. Union–management rela-
tionships are a classic example of vertical conflict.

Because structural conflict is due to organizational design, adjusting the 
design often reduces or eliminates the structural conflict. Matching a depart-
ment’s structural design with its needs given its environment improves its effec-
tiveness. Structural interventions should focus on creating a moderate amount 
of constructive task conflict and minimal relationship conflict by addressing the 
sources of these conflicts for that unit.

Conflict Escalation
Unfortunately, as noted already, conflict tends to escalate. Conflict escalation 
happens when one party involved in a conflict (an individual, small group, depart-
ment, or entire organizations) first uses an aggressive tactic or begins using 
more aggressive tactics than the other party.30 When constructive approaches 
to conflict resolution are unsuccessful and break down, the conflict escalates. 
The farther the conflict escalates, the more difficult it is to reverse and the more 
likely it is to become dysfunctional. Friedrich Glasl’s nine-stage model of conflict 
escalation is summarized in Table 10.2.31

information conflict
Conflict that occurs 
when people lack 
necessary information, 
are misinformed, interpret 
information differently, 
or disagree about which 
information is relevant

structural conflict
Conflict resulting 
from structural or 
process features of the 
organization

vertical conflict
Conflict that occurs across 
different hierarchical 
levels in the organization
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358 PART 3 | Social and Group Processes in Organizations

Glasl’s Nine-Stage Model of Conflict Escalation

Friedrich Glasl developed a nine-stage model that illustrates how conflict escalates.

Table 10.2

Stage Main Conflict Issues Behaviors
Trigger to Move to 
the Next Level

1. Hardening Objective issues Discussion Argumentation tactics

2. Debate Objective issues
Superiority/inferiority

Verbal confrontation
Argumentation
Emotional pressure
Debates

Action without
consultation

3.  Action over  
Words

Objective issues
Self-image
Proving one’s mastery

One side gets frustrated and 
takes action without consulting 
the  opponent
Blocking opponent’s goals 
and  forcing opponent to yield 
Decreased verbal and increased 
nonverbal communication

Covert attacks aimed
directly at opponent’s
identity

4.  Images and 
Coalitions

Shift from focus on 
issues to personalization 
of the conflict  
“Win or lose” mentality 
Save own  reputation

Coalition formation
Attacks on opponent’s core identity 
Exploitation of gaps in norms

Loss of face

5. Loss of Face Fundamental values
Restore own dignity
Expose opponent
Distrust of opponent

Attacking opponent’s public face
Restoring own prestige

Strategic threats
Ultimatums

6.  Threat as a 
Strategy

Control opponent Extending conflict
Presenting threats and ultimatums 
that restrict future alternatives

Execute ultimatums or
threats

7.  Limited Attempts  
to Overthrow

Hurt opponent more  
than self  
Survival

Limited attempts to overthrow 
opponent
Opponent not seen as a person

Effort to shatter oppo-
nent by attacking core

8.  Fragmentation  
of the Enemy

Winning is no longer 
possible 
Survival,  outlasting 
 opponent
Malice

Acts intended to shatter opponent
Annihilate opponent by destroying 
power base
No real communication

Abandon
self-preservation
Total war

9.  Together into the 
Abyss

Annihilation at any 
cost, including personal 
destruction

Unlimited war with limitless 
 violence
Accept own destruction if  
opponent is also destroyed

Sources: Glasl, F. (1982) The Process of Conflict Escalation and Roles of Third Parties (1982). In Conflict management and industrial relations, eds. G. B. J. 
Bomers & R. B. Peterson (pp. 119–140) The Hague: Kluwer Nijhoff Publishing; Glasl, F. (1992). Konfliktmanagement. Ein Handbuch für Führungskräfte und 
Berater (2nd ed.). Stuttgart: Bern; Glasl, F. & Kopp, P. (1999). Confronting Conflict: A First-Aid Kit for Handling Conflict. Binghamton, NY: Hawthorn Press.

In the first stage of conflict escalation, hardening, each side’s opinion hardens 
and the two opponents adopt a collision course. The disagreement is recognized 
but each side believes that the issue can be resolved through discussion. In the 
second stage, debate, each side’s opinion becomes polarized and emotions rise. 
Each side begins thinking in terms of black and white and adopts a viewpoint 
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of self-superiority and opponent-inferiority. Constructive conflicts are generally 
resolved by the second stage. The third stage, action over words, sees a decrease 
in empathy for the opponent, and the idea that “talking no longer helps” emerges. 
The conflict becomes increasingly destructive in this stage. In the fourth stage, 
images/coalitions, negative rumors are spread and stereotypes are formed as each 
side prepares for a fight and conducts a search for supporters. The fifth stage, loss 
of face, marks the beginning of open and direct aggression intended to cause the 
opponent’s loss of public face. In the sixth stage, threat as a strategy, threats and 
counter-threats increase. As ultimatums are made, conflict escalation accelerates. In 
the seventh stage, limited attempts to overthrow, the opponent is no longer viewed 
as a person. Slight personal damage is considered acceptable as a consequence of 
limited attempts to overthrow the opponent. In the eighth stage, fragmentation of 
the enemy, the goal becomes the destruction and dissolution of the system. This 
goal is pursued aggressively. The ninth and final stage, together into the abyss, 
sees the descent into total confrontation with no way back. Extermination of the 
opponent at the price of self-extermination is seen and accepted.32

The later stages of this conflict escalation model might sound extreme, but 
unfortunately workplace aggression and violence do happen. Table 10.3 summa-
rizes some of the factors associated with an increased risk of workplace violence 
resulting from conflict. It is obviously a good idea to be especially vigilant for 
potential conflicts in these situations and to manage them quickly when they 
do occur. Generating feelings of empathy and sympathy and keeping both par-
ties focused on common goals also helps to de-escalate conflict. Fairness and the 
appearance of fairness often decrease the risk of workplace violence when con-
flicts do occur.33

De-Escalating Conflict
Even if it does not escalate quickly, unresolved conflict drains employees’ energy 
and reduces their performance. It is obviously easier to manage conflict esca-
lation in the early stages of a conflict. Unfortunately, conflicts are often hard 
to detect in their early stages. Because the conflict is still minimal, the parties 
also have little motivation to invest their time and energy in preventing further 
escalation.

If you are involved in a conflict, one of the best ways to prevent further esca-
lation is to react equivalently to the other party and not overreact. Sometimes 
underreacting can trigger de-escalation of the conflict. By being aware of the 
dynamic and setting personal behavior limits at the beginning of the conflict, you 
can often avoid being caught up in the conflict escalation process.

As a manager, you can reduce conflict escalation by modeling de-escalation 
processes and by setting and enforcing limits on conflict escalation (prohibiting 
threats or violence, for example). Managers can serve as a conflict resolution 

Coworker Violence Risk Factors
Table 10.3

• Supervising others
• Working in a high-stress environment
• Personality conflicts
• Understaffed workplaces
• Economic downturns

Several factors serve 
to increase the risk of 
coworker violence in 
organizations.
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360 PART 3 | Social and Group Processes in Organizations

facilitator as well. Referring to Glasl’s nine-stage 
model of conflict escalation discussed above can 
help you to assess how far a conflict has progressed 
and how best to respond. It is also important to con-
tinue to monitor conflicts to ensure that they do not 
reemerge. After Ina Drew, chief investment officer 
at JPMorgan Chase, contracted Lyme disease and 
had to miss periods of work, her absences allowed 
tensions and relationship conflicts among her subor-
dinates to flare up again. These issues are credited in 
part with JPMorgan Chase’s trading loss of over $3 
billion in 2012.34 Table 10.4 summarizes what to do 
and some things to avoid in de-escalating conflict.

After a conflict is resolved, it is important to re- 
establish a sense of justice and trust among the parties. 

Strengthening shared goals and shared identities can help to reduce the poten-
tial for future conflict. It is also important to remember that you do not always 
have to intervene in a conflict, particularly if it is not affecting job performance. 
Letting employees learn to work out their differences and resolve conflicts on 
their own through training and experience will decrease their dependence on you 
to resolve their conflicts.

Role of Emotion in Conflict
When we are in conflict, we often feel emotionally charged.35 In fact, we are 
often unaware that we are in conflict until we recognize that we are emotional 
about something.36 There is an important distinction between perceiving conflict 
and feeling conflict; conflict is often not recognized until it is felt.37 One expert 

Conflict can often be deescalated through open 
communication and discussion. These two colleagues, for 
example, have resolved a disagreement and are shaking 
hands to symbolize that they are now in agreement.
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De-Escalating Conflict
Table 10.4

Do Avoid

Be an empathetic listener Communicating hostility verbally or
through body language

Focus your attention on the other person Rejecting all requests from the start

Use delay tactics to create time to diffuse
emotions

Challenging, threatening, or daring

Control your body language—relax,  
uncross legs and arms, and make eye contact

Raising your voice

Remind both parties that a win-win
solution can be found

Blaming either party or saying anything
that would cause the parties to lose face

Stay focused on issues, not emotions Minimizing the situation or the conflict

Certain actions can 
be used to de-escalate 
conflict. There are other 
actions that should be 
avoided.
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observes that “emotions are an important element of 
conflict. They define individuals’ subjective interpreta-
tions of reality and reactions to current situations.”38 
Even though the emotional component is most evident 
in relationship conflict, task and process conflict also 
can contain high levels of emotion.39

Many people let their feelings and emotions influence 
how they deal with conflict. Controlling your emotions 
and staying focused on the issues can help to prevent a 
conflict from escalating. Assessing and acknowledging 
the emotions of the other party can also help you to more 
effectively manage the conflict.

INTERPERSONAL CONFLICT 
MANAGEMENT STRATEGIES
Once you understand the source of a conflict you are engaged in, you need to 
identify the best strategy for addressing it. There are five conflict management 
strategies that differ in their concern for others and concern for your own inter-
ests.40 Figure 10.1 illustrates how these five styles of managing interpersonal 
conflict compare in their focus on others and on pursuing one’s self-interests.

Collaborating reflects a high concern for your own interests and a high con-
cern for the interests of the other party. This conflict management style empha-
sizes problem solving and pursues an outcome that gives both parties what they 
want. Saying, “Let’s see if we can find a solution that meets both of our needs” 

collaborating
A conflict management 
style reflecting a desire 
to give both parties what 
they want

Emotions can play a big role in conflict. For instance, some
emotions can increase our tendencies to be combative and
argumentative. Similarly, once conflict arises, there can also be
lingering emotions that may make it hard to resolve the conflict.
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Interpersonal Conflict Management Styles41
Figure 10.1

Avoiding

CollaboratingAccommodating

Competing

Pursuit of Self-Interests

High

Compromising

Low

Low

High

Concern
for Others

There are five general 
interpersonal conflict 
management styles. 
These differ in terms of 
your concerns for others 
versus your concerns for 
yourself.
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There are several strategies for managing interpersonal conflict. 
Compromising is often used when the parties can agree on some 
things but not others. In certain cases, such as conflicts between 
management and labor unions, compromises are then legally spelled 
out in the form of a contract.

reflects a collaborating conflict management style. Collaborating helps to build 
commitment to the outcome, although the communication required to reach a solu-
tion can take substantial time and energy. Even though there is a risk that one 
party may take advantage of the other party’s trust and openness, collaboration is 
generally regarded as the best approach for managing most conflicts. The objective 
of collaboration is to fulfill both parties’ needs with a goal of “I win/you win.”

Compromising is a conflict management style in which each side sacrifices 
something to end the conflict. This middle-ground style reflects a moderate con-
cern for your own interests and a moderate concern for the interests of the other 
party. Saying, “Maybe we can meet in the middle” or “I’m willing to reconsider my 
initial position” reflects a compromising style. A compromising style is often used 
to achieve temporary solutions, to avoid destructive power struggles, or when a 
conflict must be resolved quickly. The goal of compromising is “I win some and 
lose some/you win some and lose some.”

Competing is a conflict management style resulting from a high concern 
for your own interests and low concern for the other party. This approach is gen-
erally used when the conflict issue is important or to set a precedent. However, 
because one party is trying to dominate the other, this conflict management style 
can escalate the conflict and the loser may try to retaliate. A person who uses 
threats or ultimatums is using a competing conflict management style. Saying, 
“If you don’t accept this offer the deal is off” reflects a competing style. The goal 
of competing is “I win/you lose.”

Accommodating is a cooperative conflict management style. Accommodating 
reflects a low concern for your own interests and a high concern for the interests 
of the other party. This conflict management style is generally used when the 
issue is more important to the other party than it is to you. This style is also 
appropriate when you recognize that you are wrong. Saying, “I’ll go along with 
whatever is best for you” reflects an accommodating style. The goal of accommo-
dating is “I lose/you win.”

Avoiding is a passive conflict management style involving ignoring the conflict 
or denying that it exists. This style reflects a low concern for your own interests and 
a low concern for the interests of the other party. When this strategy is used to man-
age trivial conflicts, no damage may be done, but it can result in maximum damage 
when important issues are involved. Avoidance is also used when more information 
is needed or when addressing the conflict has the potential to create more problems 
(perhaps the other party is known to be aggressive). The primary drawback to an 

avoidance style is that the decision may not be optimal to you and your inter-
ests. The goal of avoiding is “no winners/no losers.” Because 

conflict is often uncomfortable, members of workgroups 
often resort to passive forms of conflict management 

such as avoidance.41 This chapter’s Understand 
Yourself feature gives you a chance to assess your 
preferred conflict management style.

In general, each style of handling interpersonal 
conflict is appropriate and ethical in some situa-
tions as long as it is used to attain the organization’s 

compromising
A conflict management 
style in which each side 
sacrifices something in 
order to end the conflict

competing
Pursuing one’s own 
interest at the expense of 
the other party

accommodating
A cooperative conflict 
management style

avoiding
Ignoring the conflict or 
denying that it exists
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  CHAPTER 10 | Managing Conflict and Negotiating 363

proper goals.42 Remember, because people differ in their preferred conflict man-
agement styles, it is important to adapt your own style accordingly. What is most 
important is that you proactively manage workplace conflict. Research has found 
that conflict leads to stress and emotional exhaustion.43 Cultural values can also 
influence preferred conflict management styles, as you will learn in this chap-
ter’s Global Issues feature.

People tend to use a subset of the possible conflict manage-
ment styles based on their personal comfort with conflict 
and personal management style. Understanding your pre-
ferred conflict management style can help you to reflect on 
how you might better use other styles when they are more 
appropriate.

To help you understand your conflict management style, 
rank order the five conflict management styles based on how 
often you tend to use each one:

_____ Competing
_____ Collaborating
_____ Compromising

_____ Avoiding
_____ Accommodating

The styles with the lowest numbers reflect your preferred 
conflict management styles. Do you think this accurately reflects 
you? When might this style be most appropriate? When might 
it be least appropriate? What can you do to improve your com-
fort and skill with some of the other styles?

Source: Adapted from Tang, T. L. P. (1992). The Meaning of Money Revisited. 
Journal of Organizational Behavior, 13, 197–202; Roberts, J. A., & Sepulveda, 
C. J. (1999, July). Demographics and Money Attitudes: A Test of Yamauchi and 
Templer’s (1982) Money Attitude Scale in Mexico. Personality and Individual 
Differences, 27, 19–35; and Yamauchi, K., & Templer, D. (1982). The Development 
of a Money Attitudes Scale. Journal of Personality Assessment, 46, 522–528.

U N D E R S TA N D  Y O U R S E L F
YOUR PREFERRED CONFLICT MANAGEMENT STYLE

G L O B A L     I S S U E S

CONFLICT MANAGEMENT DIFFERENCES ACROSS CULTURES

Reflecting variation in cultural values, individuals from different 
cultures adopt different conflict resolution strategies.44 For exam-
ple, compared to U.S. managers, Asian managers avoid explic-
itly discussing a conflict. Managers in the United States tend to 
prefer a style of dominance and assertively competing to see 
who can convince the other of their preferred resolution of the 
conflict.45 Chinese managers favor compromise and avoidance, 
whereas British executives favor collaboration and competi-
tion.46 Arab Middle Eastern executives use more of an integrat-
ing and avoiding style in handling interpersonal conflict.47

As another example, an employee from a culture in India 
who considers you a superior may be hesitant to give you 
direct feedback to save face for both of you. Instead, the person 
may tell you what he or she thinks you want to hear, especially 
when others are around. Because Indians may communicate 

only the positives when asked to give constructive feedback, 
you should listen carefully for what they do not say.48 A desire 
to maintain one’s own public face is related to a greater use of 
a dominating conflict style, and a desire to maintain the face of 
the other party is related to a greater use of the avoiding, inte-
grating, and compromising styles of conflict management.49

Members of collective cultures also perceive and manage 
conflict differently from those in individualistic cultures.50 
Collectivism emphasizes group harmony and interdepen-
dence. Individualism emphasizes individual rights and inde-
pendence. The Chinese culture is collective, and the U.S. 
culture is individualistic. Collective societies tend to avoid 
open conflict—any conflict that emerges must be resolved in 
inner circles before it becomes serious enough to justify public 
involvement.51
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364 PART 3 | Social and Group Processes in Organizations

THE CONFLICT PROCESS
Putting it all together, the conflict process is summarized in Figure 10.2. After a 
potential conflict is triggered, it is perceived by both parties. The true disagree-
ment may differ from the perceived disagreement; conflict is often accompanied 
by misunderstandings that exaggerate the perceived disagreement. If neither 
party experiences emotion in reaction to the potential conflict, it does not esca-
late. For example, if Ryan disagrees with his boss about how to do something but 
Ryan does not mind doing it the boss’s way, neither party experiences emotion 
over the disagreement and the conflict ends. On the other hand, if Ryan feels 
strongly that his way is better or that the boss’s way will not work, emotion may 

Figure 10.2
The Conflict Process

Potential Conflict Is
Triggered by One
or More Causes

Disagreement/
Perceived
Conflict

Emotion
Is Not
Felt

Emotion
Is Felt

Destructive
Conflict Continues

to Escalate

Conflict Is
Constructively

Resolved

Conflict
Does Not
Escalate

Conflict
Escalates

Conflict
Management

Strategies

The conflict process 
includes several elements 
that define the direction 
and magnitude of the 
conflict. Disagreements, 
emotions, and escalation 
all play important roles 
and suggest optimal 
conflict management 
strategies.
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  CHAPTER 10 | Managing Conflict and Negotiating 365

The ability to listen is an important conflict management skill. This man is 
explaining why he is unhappy to a colleague. The colleague, meanwhile, is 
paying careful attention to what he is saying. Her listening skills will help her 
avoid getting too angry and will facilitate them developing a better working 
relationship.

be felt. In this case, the conflict will begin to escalate. Both sides will then imple-
ment one or more conflict management strategies that either will end the conflict 
constructively or allow the conflict to continue to escalate, perhaps to the point of 
becoming destructive.

Conflict Management Skills
Fortunately, most managers can learn the necessary skills for effective conflict 
management. Professionals in conflict resolution training suggest four areas of 
skill development:52

 1. Listening (including eye contact, rephrasing, and summarizing what each 
side tells you to show them that you understand each side’s position)

 2. Questioning
 3. Communicating nonverbally
 4. Mediating

If you are mediating a conflict, ask open rather than leading questions, and 
use nonverbal cues to show that you are sincerely trying to help. Read nonverbal 
cues to learn additional information. Mediation skills include open-mindedness, 
staying nonjudgmental and calm, demonstrating empathy and sensitivity, 
remaining neutral, respecting confidentiality, and showing flexibility and 
resiliency.53 Try to identify and communicate a superordinate goal shared by both 
parties that cannot be reached without their mutual cooperation.

A person’s ability to successfully resolve conflict is related to his or her effec-
tiveness as a leader.54 Managers with poor conflict management skills hit a pro-
motional ceiling much earlier in their careers.55 There are strong relationships 
between certain conflict resolution behaviors and perceived suitability for pro-
motion,56 which are summarized in Table 10.5.

Creating Constructive Conflict
As management pioneer Warren Bennis observed, “Leaders do not avoid, 
repress, or deny conflict, but rather see it as an opportunity.”57 You have learned 
that conflict can lead to better decisions, better relationships, and other posi-
tive outcomes. However, most people dislike conflict. It is seen as easier, less 
stressful, and less risky to one’s career to avoid conflict and suppress dissent-
ing opinions, despite their effectiveness in stimulating more 
creative and effective ideas and solutions. Often, we are 
unsure of whether or not we are correct, and we also may 
fear ridicule or rejection.58 Yet organizations that avoid 
conflict will have an increasingly difficult time competing 
successfully in a global environment. So what can manag-
ers do to increase the positive outcomes of conflict?
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366 PART 3 | Social and Group Processes in Organizations

Managers sometimes need to create constructive conflict in order 
to stimulate thinking and develop new ideas. In this brainstorming 
session, for example, team members have identified a number of 
alternatives and are now putting them into categories for further 
discussion.

Best and Worst Conflict Resolution Behaviors for Career Advancement

How managers deal with conflict can have a significant impact on their careers. There are both effective and less 
effective approaches.

Table 10.5

Best Conflict Resolution Behaviors:
• Perspective taking: Try to put yourself in the other person’s position and understand that person’s point of view.
• Focusing on interests rather than positions: Interests could include better serving clients or increasing the clarity of 

work expectations. By focusing on the outcome, the root cause of the conflict is more likely to be addressed.
• Creating solutions: Brainstorm with the other person or group, ask questions, and try to create solutions to  

the problem.
• Expressing emotions: Talk honestly with the other person and express your thoughts and feelings.
• Reaching out: Reach out to the other party, make the first move, and try to make amends.
• Documenting: Document areas of agreement and disagreement to ensure common understanding and clear 

communication.
• Smoothing: Playing down the differences between the two sides while emphasizing common interests.
• Asking the parties involved in a conflict to identify three or four specific actions they would like the other party to 

take: An example of this would be saying, “I would like you to send me the report by noon on Wednesday so that 
I can meet my deadline of 10 a.m. Friday.”

Worst Conflict Resolution Behaviors:
• Avoiding the conflict: Avoiding or ignoring the conflict, hoping it will pass, is rarely successful.
• Winning at all costs: Arguing vigorously for your own opinion, refusing to consider changing your position, and 

trying to win regardless of the interpersonal costs are approaches that do not make for speedy or satisfying conflict  
resolution.

• Displaying anger: Expressing anger, raising your voice, and using harsh, angry words will make the other person 
defensive and will slow down or prevent any resolution of the conflict.

• Demeaning the other party: Laughing at the other person, ridiculing the other’s ideas, and using sarcasm are both 
disrespectful and not conducive to resolving conflict.

• Retaliating: Obstructing the other person, retaliating against the other person, and trying to get revenge are 
unprofessional and disrespectful behaviors and will not promote conflict resolution.

• Meeting separately with the people in conflict: Because the sole goal of each employee involved in a conflict is 
to convince you of the merits of their own case, the parties are likely to become more committed to their positions 
rather than committed to resolving the conflict if you talk to each party in private.

Sources: Delahoussaye, M. (2002, June). Don’t Get Mad, Get Promoted. Training, 39, 20; Heathfield, S. M. (2009). Workplace Conflict Resolution: 
People Management Tips. About.com. Available online: http://humanresources.about.com/od/managementtips/a/conflict_solue.htm; Susskind, L. & 
Cruikshank, J. (1987). Breaking the Impasse: Consensual Approaches to Resolving Public Disputes. New York, NY: Basic Books.

The successful design company IDEO printed 
the three rules of brainstorming on the wall. 
These rules are (1) concentrate on the quantity of 
the ideas, (2) don’t criticize others’ ideas, and (3) 
elaborate and build on others’ ideas.59 Emerson 
Electric makes conflict a fundamental element of 
its strategic planning process, creating an atmo-
sphere of vigorous debate.60 Hewlett Packard 
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  CHAPTER 10 | Managing Conflict and Negotiating 367

awards a medal of defiance for continuing work on an idea contrary to man-
agement’s views.61 General Electric uses workout groups to allow employees to 
voice their dissenting opinions.62 The hotelier Marriott even has a policy that if 
managers cannot explain why they are asking an employee to do something, the 
employee does not have to do it.63

To successfully create constructive conflict, organizations often punish con-
flict avoiders. Rewarding employees who engage in constructive conflict can 
help to reduce employees’ fears of ridicule or rejection. A simple “thank you” for 
voicing a dissenting opinion can signal to employees that it is okay to speak up. 
Hiring employees who are comfortable with constructive conflict and who tend to 
use effective conflict management strategies can also enhance constructive con-
flict and improve organizational performance.

Assigning one or more employees to play the role of devil’s advocate can 
help to generate constructive conflict by providing a safer environment for the 
introduction of different perspectives. The dialectical method in which multiple 
groups discuss issues separately and then together to better synthesize different 
viewpoints into a common framework can help to reduce conflict by ensuring 
that multiple perspectives are incorporated into decisions.

THE NEGOTIATION PROCESS
At some time or another everyone must negotiate. For instance, discussing where 
to meet a friend for dinner, haggling over the price of a new car, and trying to 
convince your boss that you deserve a pay increase are all negotiations.64 We 
often experience conflicts with other people in which we must negotiate to reach 
a solution. Negotiation skills thus not only are critical for managers but also 
improve the effectiveness of all employees.

Negotiating Skills
Negotiation is a process in which two or more parties make offers, coun-
teroffers, and concessions to reach an agreement. Most managers do a lot 
of negotiating as part of their jobs. Job offers and contracts with customers 
and suppliers have to be negotiated, resources have to be secured and shared 
with other departments, and agreements have to be made with bosses and 
subordinates.

There are two types of negotiation, distributive and integrative. Distributive 
negotiation occurs under zero-sum conditions, where any gain to one party is 
offset by an equivalent loss to the other party.65 Distributive negotiation essen-
tially distributes resources among the parties involved. Because distributive 
negotiation structures the conflict in a win–lose way, it tends to be competitive 
and adversarial. For example, every dollar one manager gets from the company’s 
total budget is a dollar another manager does not get.

Former Yahoo! CEO Jerry Yang is widely faulted for his failed negotiations 
with Microsoft. Yang’s behavior during negotiations indicated that he misinter-
preted his bargaining position in pursuing a distributive negotiation strategy. 
High-tech analyst Rob Enderle explains that Yang “kept saying we should get 
more money, we should get more money, and not realizing how precarious their 
position was.”66 Yang’s employment was ultimately terminated by Yahoo!’s board 
of directors.

negotiation
A process in which two 
or more parties make 
offers, counteroffers, and 
concessions in order to 
reach an agreement

distributive negotiation
Any gain to one party is 
offset by an equivalent 
loss to the other party
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368 PART 3 | Social and Group Processes in Organizations

Integrative negotiation is a win–win negotiation in which the agreement 
involves no loss to either party.67 In general, integrative bargaining is better 
than distributive bargaining because when it is over, neither party feels that 
they have lost. Integrative bargaining helps to build good long-term relation-
ships and minimizes grudges between the parties. This is particularly beneficial 
when the parties have to work together on an ongoing basis once the negotia-
tions are finished.

A classic example of integrative bargaining exercise involves a dispute over 
an orange. Two people take the position that they want the whole orange, so the 
moderator of the dispute gives each person one half of the orange. However, if 
the parties’ interests were considered, there could have been a different, win–
win outcome. One person wanted to eat the meat of the orange, but the other 
just wanted the peel to use in baking cookies. If the mediator had understood 
their interests, they could have both gotten all of what they wanted, rather than 
just half.68

The four fundamental principles of integrative negotiation are:69

 1. Separate the people from the problem. Separate relationship issues (or “peo-
ple problems” such as emotions, misperceptions, and communication issues) 
from substantive issues, and deal with them independently.

 2. Focus on interests, not positions. Negotiate about things that people really 
want and need, and not what they say they want or need.

 3. Invent options for mutual gain. Look for new solutions to the problem 
that will allow both sides to win, rather than just fighting over the 
 original positions that assume that for one side to win, the other side 
must lose.

 4. Insist on objective fairness criteria. Outside, objective fairness criteria for the 
negotiated agreement are ideal if they exist (like the terms of another com-
pany’s union–management contract).

ITT Senior Vice President and Director of Human Resources Scott Crum 
focuses on integrative bargaining in which both parties satisfy their interests 
without compromising. To do this, Crum focuses on establishing trust through 
his negotiating style and tactics. He first asks the parties to state their interests, 
not their demands. Identifying desired outcomes not only improves his under-
standing of each side’s needs but builds trust as well. Crum feels that respect 
builds trust, which leads to openness, which is critical to achieving lasting, final, 
win–win solutions.70

It is also helpful to research and understand the individual with whom you 
will be negotiating. The better you understand the person’s background, inter-
ests, and negotiating style, the more effective you will be. Try to begin with a 
positive exchange, create an open and trusting environment, and emphasize 
win–win situations. Be sure to prepare well, listen actively, and think through 
your alternatives. The more options you feel you have, the better a negotiating 
position you will be in.71

Here are some suggestions for being an effective negotiator:72

• Do not look at a deal as an either/or proposition. Negotiating is about 
compromise.

• Make sure each side knows the other’s perception of the issues and each  other’s 
interests.

• Identify what you can and cannot part with. If you are negotiating an employ-
ment contract, identify the things most important to you (e.g., more vacation, a 
signing bonus) and those things that are less important (e.g., a prestigious job 

integrative negotiation
A win–win negotiation 
in which the agreement 
involves no loss to either 
party
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title). Act like everything is important, and grudgingly concede ground on the 
things that matter less to you. The other party will count these concessions as a 
victory and might yield on things you value more.

• Try to identify and use sources of leverage. Leverage consists of anything that 
can help or hinder a party in a bargaining situation. For example, a seller who 
must sell is at a disadvantage, and if the other party needs to move quickly, you 
might be able to make a tougher offer. Competing offers can also increase one 
party’s leverage over the other.

• Show the other side that you understand his or her position. Help the other 
person to see you as an ally by mirroring his or her emotions. If the other per-
son appears frustrated, let him or her know that you recognize he or she is 
frustrated. The other person may respond with, “I sure am frustrated!” and now 
you’re agreeing on something. Empathizing with the other party helps to pre-
serve a cordial and productive atmosphere.

• Suppress your emotions. Negotiations can become tense and stir emotions. 
Constantly reminding yourself of your goal can help you to maintain an appro-
priate level of detachment and continue to see the deal clearly. Stay rationally 
focused on the issue being negotiated, and take a break if emotions start to 
flare up. Also, be careful not to show too much desire for something, or your 
bargaining power will be reduced. If the other side can tell that you emotionally 
want something, this weakens your bargaining power.

• Know your “BATNA.” The acronym BATNA stands for “best alternative to a 
negotiated agreement.” It is what you could have done had no negotiation taken 
place, or what you will do if you cannot reach an agreement with the other 
party. The purpose of negotiations is to see if you can get your interests better 
met by negotiating an agreement with the other party, compared to this best 
alternative. If the BATNA is not compared to the agreement being negotiated, 
negotiators can make agreements that are worse than not making an agree-
ment at all.73 If negotiations stall, letting the other side know that you are pre-
pared to proceed with your backup plan can also help to get the process started 
up again. This chapter’s Improve Your Skills feature gives you some tips for 
improving your negotiation skills.

I M P R OV E  Y O U R  S K I L L S
IMPROVING YOUR NEGOTIATION SKILLS

Do:

• Prepare well
• Use silence to your advantage
• Offer a warm greeting and build rapport
• Understand your position and what you can and can-

not—part with
• Maintain a confident posture, lean forward, and smile
• Maintain good eye contact
• Ask good-quality, open questions
• Speak in a clear, measured manner

• Show empathy
• Display controlled energy

Avoid:

• Constantly making eye contact
• Ignoring members of the group
• Celebrating a victory in the presence of the other party
• Coldness or harshness in your voice
• Closed body language (arms folded, head down, avoid-

ing eye contact)

42502_ch10_ptg01_350-378.indd   369 18/12/18   12:23 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



370 PART 3 | Social and Group Processes in Organizations

Cultural differences can play a major role in negotiation. 
For instance, people from the United States, Europe, Asia, 
and the Middle East all have different negotiating styles. An 
awareness of cultural differences can help avoid problems and 
misunderstandings.

Cultural Issues in Negotiations
Different national cultures have different preferred negotiation styles. For exam-
ple, Russians tend to ignore deadlines and view concessions as a sign of weak-
ness.74 Some cultures, like the French, are more comfortable with conflict than 
other cultures. Although they also value tact or diplomacy, the French can be 
very direct and frequently question and probe into the other side’s arguments.75 
In Saudi Arabia, saving face is essential. Causing embarrassment to the other 
party may be disastrous to a negotiation. Maintaining cordial relationships is 
also crucial to Saudi Arabians.76 In India’s group-oriented culture, asserting indi-
vidual preferences may be less effective than having a sense of belonging to a 
group, conforming to its norms, and maintaining harmony among group mem-
bers.77 Iraqis attend more to how something is said than to what is actually said. 
Messages spoken in a calm and unemotional manner are given less weight and 
credibility than those communicated with emotion.78 Because Americans’ desire 
to be liked is known in other cultures, skilled negotiators from other cultures use 
this to their advantage by making friendship conditional on the outcome of the 
negotiation.79

When people believe they have been treated disrespectfully because of dif-
fering cultural norms, the whole project can blow up. In one Korean–U.S. nego-
tiation, the American team was having difficulty getting information from their 
Korean counterparts. They nearly destroyed the deal by complaining directly 
to higher-level Korean management. The higher-level managers were offended 
because the Korean culture strictly adheres to hierarchy. Their own lower-level 
people, not the U.S. team members, should have been the ones to come to 
them with a problem. The Korean team members were also mortified that the 
Americans involved their bosses before they themselves could brief them. The 
crisis was resolved only when high-level U.S. managers made a trip to Korea, 
conveying appropriate respect for their Korean counterparts.80

Clearly, intercultural negotiation requires paying attention to issues beyond 
what is being negotiated. The appropriateness of different 

negotiation tactics, the emphasis to put on 
developing relationships, how to respond to 
deadlines, and even where the negotiation 
should be held are all influenced by national 
culture. Preparation is particularly important 
when engaging in cross-cultural negotiations.

Alternative Dispute Resolution
Sometimes two parties are unable to reach an 
acceptable settlement through direct negoti-
ations with each other. In such cases, the par-
ties may involve a third party to overcome the 
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Mediation is a common form of alternative dispute 
resolution. This mediator (in the center) is taking notes and 
trying to help the two people resolve a dispute. Being an 
effective mediator requires training and skill in order to 
successfully fulfill the role.

stalemate and avoid a trial. This process is sometimes called alternative  dispute 
 resolution. There are three types of alternative dispute resolution:

 1. Conciliation: A third party builds a positive relationship between the 
parties, improves their communication, and facilitates their discussion. 
Conciliation facilitates a discussion and directs the parties toward a satis-
factory settlement and may issue a binding opinion if both parties agreed to 
that ahead of time.

 2. Mediation: An impartial third party (the mediator) facilitates a discussion 
using persuasion and logic, suggesting alternatives, and establishing each 
side’s priorities. The mediator suggests a settlement that does not have to be 
accepted.

 3. Arbitration: A third party is involved and usually has the authority to 
impose a settlement on the parties.

Conciliation is often the first step in the alternative dispute resolution pro-
cess. Its goal is to get the parties to better communicate and resolve the problem 
on their own, although the conciliator may suggest a resolution that the parties 
can accept or reject. Arbitration and mediation also pursue the ideal of a fair 
outcome.

Mediation is a voluntary and nonbinding process, whereas the results of 
arbitration are legally binding. If the conflict has not escalated too much and 
both sides are motivated to resolve their conflict through bargaining, mediation 
can be very effective. If the mediator is not perceived as neutral, he or she is not 
likely to be effective.

Arbitration may be required by a contract or by law or may be voluntary if 
the parties agree to it. The negotiating parties can establish rules for the arbitra-
tor, such as restricting the arbitrator to one of the negotiators’ final offers or free-
ing the arbitrator to make any judgment he or she wishes. Although arbitration, 
unlike mediation, always results in a settlement, it has greater potential to leave 
at least one party dissatisfied, which could cause the conflict to resurface later. 
In 2017, 80 percent of the 100 largest U.S. companies had mandatory arbitration 
clauses in their employment contracts to force employees to settle disputes in a 
private forum.81

An ombudsman is someone who investigates 
complaints and mediates fair settlements 
between aggrieved parties. Universities 
often have ombudsmen to resolve conflicts 
between students and the institution, and 
large companies often have them to medi-
ate conflicts with consumers. Ombudsmen 
help to resolve disputes while they are rel-
atively small. This chapter’s Case Study 
 feature illustrates how ombudsmen can help 
companies resolve various types of internal 
conflicts.

alternative dispute 
resolution
Involving a third party 
in a negotiation to 
overcome a stalemate 
between the parties

conciliation
A third party builds a 
positive relationship 
between the parties and 
directs them toward a 
satisfactory settlement

mediation
An impartial third party 
(the mediator) facilitates 
a discussion using 
persuasion and logic, 
suggesting alternatives, 
and establishing each 
side’s priorities

arbitration
A third party is involved 
and usually has the 
authority to impose a 
settlement on the parties

ombudsman
Someone who 
investigates complaints 
and mediates fair 
settlements between 
aggrieved parties
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CASE STUDY

A growing number of small and midsize businesses 
are enlisting ombudsmen to handle internal conflicts. 
Allan Siggia, cofounder of Sigmet, a Massachusetts 
data processor design company that is now a part 
of Vaisala Group,82 and his cofounder Richard 
Passarelli did their best to manage employee squab-
bles but became overwhelmed. Even small coworker 
disagreements could lead to a grudge match. Siggia 
says, “The struggles people were having were 
beyond what a well-intentioned but untrained person 
like me could handle.”83

To better deal with the internal conflicts, the part-
ners hired an ombudsman to spend a few hours a 
week at Sigmet. The ombudsman asks how things 
are going and counsels upset employees. She lis-
tens to employees’ problems, asks questions, and 
helps devise solutions. An employee fed up with a 

colleague’s unsolicited opinions, for example, might 
be walked through a hypothetical conversation asking 
the colleague to stop the behavior. The sessions are 
confidential, encouraging honesty, unless there is an 
imminent risk of harm to the company or a person. 
Employees wanting even more privacy can arrange 
an outside meeting. The ombudsman also helps the 
company to identify company policies that create con-
flicts. For instance, vague job descriptions were fuel-
ing a turf war, so the owners are crafting clear job 
descriptions and reviving performance reviews.84

Sigmet is now enjoying better communication, 
less stress, and less conflict. Having a neutral person 
to help resolve conflicts has made a real difference; 
senior management has gained 30 percent more time, 
and colleagues are working together more efficiently. 
Office morale also has improved dramatically.85

Ombudsman to the Rescue

SUMMARY AND APPLICATION

Conflict is a natural part of organizational life. It can lead to positive outcomes, 
including better-quality decisions, but it also has the potential to lead to negative 
outcomes if it is not properly handled. Emotion helps to convert a disagreement 
into a conflict. A variety of conflict management strategies can be used to help 
keep a conflict from escalating.

Organizational effectiveness is enhanced through an appropriate diagnosis 
and management of conflict.87 To do this effectively, managers need to be aware 
of and understand the advantages and disadvantages of five interpersonal con-
flict management strategies. These strategies are collaborating, compromising, 
competing, accommodating, and avoiding.

Some of the best conflict resolution behaviors are perspective taking, cre-
ating solutions, expressing emotions, reaching out, and documenting areas of 
agreement and disagreement. Some of the worst conflict management behaviors 
are avoiding the conflict, winning at all costs, displaying anger, demeaning the 
other party, and retaliating. Managers should also understand when and how to 
create constructive conflict.

Negotiation is one of the best ways to dissipate potential conflict. Integrative 
negotiation practices seeking to meet the needs of both parties are generally best 
for establishing long-term solutions that maintain a healthy relationship between 
the two parties. Alternative dispute resolution can be used when the negotiating 
parties are unable to negotiate a solution by themselves. The three types of alter-
native dispute resolution are conciliation, mediation, and arbitration.
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U.K.-based retailer Marks & Spencer wanted a process 

for its employees to use in identifying fair, mutually 

agreed upon, constructive conflict solutions in a safe 

environment. It also wanted to enable employees to 

move forward after a conflict positively and confidently. 

To accomplish these goals, Marks & Spencer decided to 

train a team of accredited mediators to provide dispute 

resolution in the company’s culture. The commitment 

of the company’s CEO, Sir Stuart Rose, to mediation 

process was essential to the adoption of mediation as 

the primary dispute resolution process throughout the 

company.

The mediation process involves each party first sep-

arately talking with the mediator about the dispute. 

They then meet with the mediator a second time to dis-

cuss what they will say to each other and how they will 

respond during the meeting. The mediator focuses on 

coaching each party to help them reach a successful 

outcome and de-escalating strong emotions. After a 

lunch break, the parties meet to discuss and resolve the 

dispute.

Mediation allows workplace problems to be 

addressed as early as possible to prevent escalation 

and helps to make dispute resolution less adversarial. 

By bringing the people involved in a dispute together 

to explore what went wrong and what impact it had, 

employees’ relationships with each other can even be 

strengthened because of the mediation process. By 

training a number of skilled mediators able to promote 

and offer mediation as an alternative to traditional for-

mal grievance processes, a healthier conflict resolution 

culture developed at Marks & Spencer.

REAL-WORLD RESPONSE
RESOLVING DISPUTES AT MARKS & SPENCER86

DISCUSSION QUESTIONS

 1. Have you ever experienced a constructive conflict? What happened? How was 
the disagreement resolved?

 2. Have you ever experienced a dysfunctional conflict? What happened? Why 
was the conflict not resolved earlier?

 3. How can managers promote constructive conflict?
 4. Which of the conflict causes do you feel is most challenging to a manager? 

Why?
 5. Think about a current conflict you are experiencing with a coworker, friend, 

or family member. Which of Glasl’s conflict stages are you in? What can you 
do to keep the conflict from escalating to the next level?

 6. If two of your subordinates were experiencing relationship conflict, what 
would you do to manage it? Why?
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 7. If two of your subordinates were experiencing task conflict, what would you 
do to manage it? Why?

 8. What could you do to minimize the potential for negative outcomes in 
cross-cultural negotiations?

 9. What would have to happen for you to fully accept and cooperate with a 
mediator’s recommended settlement?

UNDERSTAND YOURSELF EXERCISE

Union Conflict
Point your favorite browser to http://www.lasvegassun.com/news/2008/jun/28/
toxic-feud-seius-top-ends-resignations/ to learn what happened when the conflict 
between the top two leaders of a union got out of hand. Then answer the follow-
ing questions.

Questions
 1. What type of conflict(s) existed between the two leaders? Explain your 

answer.
 2. What did the two union leaders do to resolve their conflict?
 3. In hindsight, what might have been done to resolve the conflict before it esca-

lated so far?

GROUP EXERCISE

Win as Much as You Can!
Directions: For ten successive rounds, each team will select either an “X” or a 
“Y” and submit their choice to the instructor on a small piece of paper with their 
team name on it. The “payoff” for each round is determined by the patterns of 
choices made by the other teams as described below:

Choice Pattern Payout

4 Xs Lose $1 each

3 Xs Win $1 each

1 Y Lose $3

2 Xs Win $2 each

2 Ys Lose $2 each

1 X Win $3

3 Ys Lose $1 each

4 Ys Win $1 each

Task: In each round, teammates confer and make a joint decision. Before rounds 
5, 8, and 10, the teams will have a chance to confer with each other for three min-
utes before conferring with teammates for one minute and making a decision. 
Note the three bonus rounds, where the payoff is multiplied.
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Round
Time 

Allowed
Confer with 
Other Teams

Your 
Choice $ Won $ Lost Balance Bonus?

 1 2 min No No

 2 1 No No

 3 1 No No

 4 1 No No

 5 3 + 1 Yes Bonus 3X

 6 1 No No

 7 1 No No

 8 3 + 1 Yes Bonus 5X

 9 1 No No

10 3 + 1 Yes Bonus 10X
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LEADERSHIP AND INFLUENCE 
PROCESSES IN ORGANIZATIONS
CHAPTER 11 Traditional Leadership Approaches

CHAPTER 12 Contemporary Views of Leadership in Organizations

CHAPTER 13 Power, Influence, and Politics

4
P A R T 

How does the
environment matter?

• Enhancing performance
 behaviors
• Enhancing commitment and
 engagement
• Promoting citizenship
 behaviors
• Minimizing dysfunctional
 behaviors

• Individual 
 characteristics
• Individual values,
 perceptions, and
 reactions
• Motivating behavior
• Motivating behavior
 with work and
 rewards

• Groups and teams
• Decision making and
 problem solving
• Communication
• Conflict and
 negotiation

• Traditional leadership
 approaches
• Modern leadership
 approaches
• Power, influence, and
 politics

• Organization structure
 and design
• Organization culture
• Change management

How does the
environment matter?

Why do individuals
do what they do?

Why does leadership
matter?

Why do groups and
teams do what they

do?

How do 
organizational
characteristics

influence
effectiveness?

What makes managers
and organizations effective?

Recall that our underlying question in this book is what makes managers and organizations effective and how effective-
ness is influenced by performance behaviors, commitment and engagement, citizenship behaviors, and dysfunctional 
behaviors. In Part 3 we examined the impact of various forms of social behaviors on these questions. We discussed 
groups and teams in Chapter 7. Chapter 8 focused on decision making and problem solving. We looked at communi-
cation in Chapter 9. And in Chapter 10, we discussed conflict and negotiation in organizations.

In Part 4, we ask a different but related question: why does leadership matter? Chapter 11 looks at traditional 
leadership approaches, while modern leadership approaches are covered in detail in Chapter 12. Chapter 13 
concludes Part 4 by examining power, influence, and politics in organizations. At the end of the part, you should 
have a strong understanding of how leadership affects employee performance behaviors, employee commitment and 
engagement, citizenship behaviors, and dysfunctional behaviors.
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TRADITIONAL LEADERSHIP 
APPROACHES11

C H A P T E R 

Real-World Challenge: Leadership Pinball
THE NATURE OF LEADERSHIP

The Meaning of Leadership
Leadership versus Management

Improve Your Skills: Are You Ready to  
Lead?
EARLY APPROACHES TO LEADERSHIP

Trait Approaches to Leadership
Case Study: Getting on Board with  
Diversity

Behavioral Approaches to Leadership
THE EMERGENCE OF SITUATIONAL 
LEADERSHIP MODELS
THE LPC THEORY OF LEADERSHIP

Task versus Relationship Motivation

Understand Yourself: Least-Preferred 
Coworker Scale

Situational Favorableness
Evaluation and Implications

THE PATH–GOAL THEORY OF LEADERSHIP
Basic Premises

Global Issues: The Role of Leaders across 
Cultures

Evaluation and Implications
VROOM’S DECISION TREE APPROACH  
TO LEADERSHIP

Basic Premises
Evaluation and Implications

SUMMARY AND APPLICATION
Real-World Response: Leadership Pinball

After studying this chapter, you should be able to:

1 Characterize the nature of leadership.

2 Trace the early approaches to leadership.

3 Discuss the emergence of situational theories and models of leadership including the 
LPC and path–goal theories.

4 Describe Vroom’s decision tree approach to leadership.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

LEADERSHIP PINBALL1

It isn’t easy leading a U.S. business these days. Leaving aside the lingering effects of the 
global recession, the passion for “lean and mean” operations means that there are fewer 
workers to do more work. Globalization means keeping abreast of cross-cultural differ-
ences. Knowledge industries present unique leadership challenges requiring better commu-
nication skills and greater flexibility. Advances in technology have opened unprecedented 
channels of communication. Now more than ever, leaders must be able to do just about 
everything and more of it. As U.S. Senator and former presidential candidate John McCain 
puts it, “[Leadership is] a game of pinball, and you’re the ball.” Fortunately, a few of cor-
porate America’s veteran leaders have some tips for those who still want to follow in their 
increasingly treacherous footsteps.

First of all, if you think you’re being overworked—that your hours are too long and your 
schedule too demanding—odds are you’re right: Most people—including executives—are 
overworked. And in some industries, they’re particularly overworked. U.S. airlines, for 
example, now service 100 million more passengers annually than they did just five years 
ago—with 70,000 fewer workers. “I used to manage my time,” quips one airline execu-
tive. “Now I manage my energy.” In fact, many high-ranking managers have realized that 
energy is a key factor in their ability to complete tasks on tough schedules. Most top corpo-
rate leaders work eighty to hundred hours a week, and a lot of them have found that reg-
imens that allow them to refuel and refresh make it possible for them to keep up the pace.

GERRIT DE HEUS/ALAMY STOCK PHOTO
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382 PART 4 | Leadership and Influence Processes in Organizations

Carlos Ghosn, who’s currently chairman of both Renault and Nissan and 
CEO of Renault, believes in regular respites from his workweek routine. “I don’t 
bring my work home. I play with my four children and spend time with my fam-
ily on weekends,” says Ghosn. “I come up with good ideas as a result of becoming 
stronger after being recharged.” Former Yahoo! CEO/president Marissa Mayer 
admits that “I can get by on four to six hours of sleep,” but she also takes a week-
long vacation three times a year. Global HR consultant Robert Freedman devotes 
two minutes every morning to doodling on napkins. Not only does it give him a 
chance to meditate, but he’s thinking about publishing both his doodles and his 
meditations in a coffee-table book.

Suppose someone you know is taking a leadership role in a large organiza-
tion and asks your advice on how to deal with the increase in workload. After 
reading this chapter, you should have some useful information to share.

The mystique of leadership makes it one of the most widely debated, stud-
ied, and sought-after properties of organizational life. Managers talk about 
the characteristics that make an effective leader and the importance of leader-
ship to organizational success, while organizational scientists have extensively 
studied leadership and myriad related phenomena for decades. Paradoxically, 
however, while leadership is among the most widely studied concepts in the 
entire field of management, many unanswered questions remain. Why, then, 
should we continue to study leadership? First, leadership is of great practi-
cal importance to organizations. Second, despite many remaining mysteries, 
researchers have isolated and verified some key variables that influence lead-
ership effectiveness.2

This chapter, the first of two devoted to leadership, introduces the funda-
mental traditional models that are commonly used as a basis for understanding 
leadership. We start with a discussion of the meaning of leadership, including 
its definition and the distinctions between leadership and management. Then 
we turn to historical views of leadership, focusing on the trait and behavioral 
approaches. Next, we examine three contemporary leadership theories that 
have formed the basis for most leadership research: the LPC theory developed 
by Fiedler, the path–goal theory, and Vroom’s decision tree approach to leader-
ship. In our next chapter, we explore several contemporary and emerging views 
of leadership.

THE NATURE OF LEADERSHIP
Because “leadership” is a term that is often used in everyday conversation, you 
might assume that it has a common and accepted meaning. In fact, just the oppo-
site is true. Like several other key organizational behavior terms such as “per-
sonality” and “motivation,” “leadership” is used in a variety of ways. Thus, we 
first clarify its meaning as we use it in this book.

The Meaning of Leadership
We will define leadership in terms of both process and property.3 As a  process, 
leadership is the use of noncoercive influence to direct and coordinate the activ-
ities of group members to meet a goal. As a property, leadership is the set of 
characteristics attributed to those who are perceived to use such influence suc-
cessfully.4 Influence, a common element of both perspectives, is the ability to 

leadership
Both a process and a 
property

leadership (as process)
Involves the use of 
noncoercive influence

leadership (as property)
The set of characteristics 
attributed to someone 
who is perceived to use 
influence successfully

influence
The ability to affect the 
perceptions, beliefs, 
attitudes, motivation, 
and/or behaviors of 
others
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Leadership is both a process and a property. This 
executive is working to affect how his audience feels 
about a new business strategy for their organization. 
Therefore, he is attempting to use leadership as a 
process. Further, if he is successful in engaging the 
support of his colleagues, then they may attribute 
leadership characteristics to him.

affect the perceptions, beliefs, attitudes, moti-
vation, and/or behaviors of others. From an 
organizational viewpoint, leadership is vital 
because it has such a powerful influence on indi-
vidual and group behavior.5 Moreover, because 
the goal toward which the group directs its efforts 
is often the desired goal of the leader, it may or may 
not mesh with organizational goals.

Leadership involves neither force nor coercion. A manager who relies 
solely on force and formal authority to direct the behavior of subordinates is 
not exercising leadership. Thus, as discussed more fully in the next section, 
a manager or supervisor may or may not also be a leader. It is also import-
ant to note that although a leader may actually possess the characteristics 
attributed to him or her, sometimes a leader may merely be perceived as pos-
sessing them.

Leadership versus Management
From these definitions, it should be clear that leadership and management 
are related, but they are not the same. A person can be a manager, a leader, 
both, or neither.6 Some of the basic distinctions between the two are sum-
marized in Table 11.1. On the left side of the table are four elements that 
differentiate leadership from management. The two columns show how each 
element differs when considered from a management and a leadership point 
of view. For example, when executing plans, managers focus on monitoring 
results, comparing them with goals, and correcting deviations. In contrast, 
the leader focuses on energizing people to overcome bureaucratic hurdles to 
help reach goals.

To further underscore the differences, consider the various roles that might 
typify managers and leaders in a hospital setting. The chief of staff of a large 
hospital is clearly a manager by virtue of the position itself. At the same time, 
this individual may not be respected or trusted by others and may have to 
rely solely on the authority vested in the position to get people to do things. 
But an emergency-room nurse with no formal authority may be quite effec-
tive at  taking charge of a chaotic situation and directing others in how to deal 
with specific patient problems. Others in the emergency room may respond 
because they trust the nurse’s judgment and have confidence in the nurse’s 
decision-making skills.

The head of pediatrics, supervising a staff of twenty other doctors, nurses, 
and attendants, may also enjoy the staff ’s complete respect, confidence, and 
trust. They readily take her advice and follow directives without question, and 
often go far beyond what is necessary to help carry out the unit’s mission.
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384 PART 4 | Leadership and Influence Processes in Organizations

Thus, being a manager does not ensure that a person is also a leader; any 
given manager may nor may not also be a leader. Similarly, a leadership position 
can also be formal, as when someone appointed to head a group has leadership 
qualities, or informal, as when a leader emerges from the ranks of the group 
according to a consensus of the members. The chief of staff described earlier is a 
manager but not really a leader. The emergency-room nurse is a leader but not 
a manager. And the head of pediatrics is likely both. Whereas managers utilize 
their authority to get things done, leaders rely on their influence.

Organizations need both management and leadership if they are to be effec-
tive. For example, leadership is necessary to create and direct change and to 
help the organization get through tough times.7 Management is necessary to 
achieve coordination and systematic results and to handle administrative activi-
ties during times of stability and predictability. Management in conjunction with 
leadership can help achieve planned orderly change, and leadership in conjunc-
tion with management can keep the organization properly aligned with its envi-
ronment. The Improve Your Skills feature will give you some insights into your 
readiness to assume a leadership role.

In addition, managers and leaders also play a major role in establishing the 
moral climate of the organization and in determining the role of ethics in its 
culture.8

Kotter’s Distinctions between Management and Leadership
Table 11.1

Activity Management Leadership

CREATING AN  
AGENDA

Planning and budgeting. Establishing detailed 
steps and timetables for achieving needed 
results; allocating the resources necessary to 
make those needed results happen

Establishing direction. Developing a vision 
of the future, often the distant future, and 
strategies for producing the changes 
needed to achieve that vision

DEVELOPING A 
HUMAN NETWORK 
FOR ACHIEVING THE 
AGENDA

Organizing and staffing. Establishing some 
structure for accomplishing plan requirements, 
staffing that structure with individuals, delegat-
ing responsibility and authority for carrying out 
the plan, providing policies and procedures to 
help guide people, and creating methods or 
systems to monitor implementation

Aligning people. Communicating the 
direction by words and deeds to all those 
whose cooperation may be needed to 
influence the creation of teams and coali-
tions that understand the vision and strate-
gies and accept their validity

EXECUTING PLANS Controlling and problem solving. Monitoring 
results versus plan in some detail, identifying 
deviations, and then planning and organizing 
to solve these problems

Motivating and inspiring. Energizing peo-
ple to overcome major political, bureau-
cratic, and resource barriers to change by 
satisfying very basic, but often unfulfilled, 
human needs

OUTCOMES Produces a degree of predictability and order 
and has the potential to consistently produce 
major results expected by various stakeholders 
(e.g., for customers, always being on time; for 
stockholders, being on budget)

Produces change, often to a dramatic 
degree, and has the potential to produce 
extremely useful change (e.g., new prod-
ucts that customers want, new approaches 
to labor relations that help make a firm 
more competitive)

Source: From A Force for Change: How Leadership Differs from Management, by John P. Kotter.
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I M P R OV E  Y O U R  S K I L L S
ARE YOU READY TO LEAD?

This exercise is designed to help you assess both your current 
readiness for leadership and your current preference in lead-
ership style. The ten statements in the table below reflect cer-

tain preferences in the nature of work performance. Indicate 
the extent to which you agree or disagree with each statement 
by circling the number in the appropriate column.

Statement of preference
Strongly  
agree

Strongly  
disagree

 1. I like to stand out from the crowd. 1 2 3 4 5

 2. I feel proud and satisfied when I influence others to do things my way. 1 2 3 4 5

 3. I enjoy doing things as part of a group rather than achieving results on my own. 1 2 3 4 5

 4. I have a history of becoming an officer or captain in clubs or organized sports. 1 2 3 4 5

 5. I try to be the one who is most influential in task groups at school or work. 1 2 3 4 5

 6. In groups, I care most about good relationships. 1 2 3 4 5

 7. In groups, I most want to achieve task goals. 1 2 3 4 5

 8. In groups, I always show consideration for the feelings and needs of others. 1 2 3 4 5

 9. In groups, I always structure activities and assignments to help get the job done. 1 2 3 4 5

10. In groups, I shift between being supportive of others’ needs and pushing task accomplishment. 1 2 3 4 5

How to score: Follow the instructions in the following table to enter the numbers that you’ve circled.

Leadership Readiness Score Add the numbers that you circled on items 1–5: _____

Leadership Style Scores

Task Preference Score Add the numbers that you circled on items 7 and 9: _____

Relationship Preference Score Add the numbers that you circled on items 6 and 8: _____
Difference between Task and Relationship scores: _____
Check the higher score:
Task _____ Relationship _____

Adaptability Score Your score on item 10 _____

How to interpret your scores:

Leadership Readiness: If your total score of items 1–5 is 
20 or more, you’ll probably enjoy a leadership role. If your 
score is 10 or less, you’re probably more interested in per-
sonal achievement—at least at this point in your life. If you’ve 
scored somewhere in the middle range, your leadership 
potential is still flexible. You could go either way, depending 
on circumstances.

Leadership Style: Your responses to items 6–10 
reflect your leadership style, which may be task-oriented,  

relationship- oriented, or flexible. Your current leadership style 
preference is determined by the higher of your two scores on 
the dimensions of task and relationship. The strength of your 
preference is indicated by the difference between your scores 
on the two dimensions.

Leadership Style Adaptability: A score of 4 or 5 on 
item 10 suggests that you’re likely to adapt to circumstances 
as they arise.

Source: Adapted from Hunsaker, P. L. (2005). Management: A Skills Approach 
(2nd ed., pp. 419–420). Upper Saddle River, NJ: Pearson Education.
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EARLY APPROACHES TO LEADERSHIP
Although leaders and leadership have profoundly influenced the course of 
human events, careful scientific study of them began only about a century ago. 
Early studies focused on the traits, or personal characteristics, of leaders.9 Later 
research shifted to examine actual leader behaviors.

Trait Approaches to Leadership
Lincoln, Napoleon, Joan of Arc, Hitler, and Gandhi are names that most of us know 
quite well. Early researchers believed that leaders such as these had some unique 
set of qualities or traits that distinguished them from their peers. Moreover, these 
traits were presumed to be relatively stable and enduring. Following this trait 
approach, these researchers focused on identifying leadership traits, developing 
methods for measuring them, and using the methods to select leaders.

Hundreds of studies guided by this research agenda were conducted 
during the first several decades of the twentieth century. The earliest writers 
believed that important leadership traits included intelligence, dominance, self- 
confidence, energy, activity, and task-relevant knowledge. The results of subse-
quent studies gave rise to a long list of additional traits. Unfortunately, the list 
quickly became so long that it lost any semblance of practical value. In addition, 
the results of many studies were inconsistent.

For example, one early argument was that effective leaders such as Lincoln 
tended to be taller than ineffective leaders. But critics were quick to point out 
that Hitler and Napoleon, both effective leaders in their own way, were not 
tall. Some writers have even tried to relate leadership to such traits as body 
shape, astrological sign, or handwriting patterns. The traits approach also had 
a significant theoretical problem in that it could neither specify nor prove how 
presumed leadership traits are connected to leadership per se. For these and 

other reasons, the trait approach was all but abandoned several 
decades ago.

In recent years, however, the trait approach has received 
renewed interest. For example, some researchers have sought to 
reintroduce a limited set of traits into the leadership literature. 
These traits include emotional intelligence, drive, motivation, hon-
esty and integrity, self-confidence, cognitive ability, knowledge of the 
business, and charisma (which is discussed in Chapter 12).10 Some 
people even believe that biological factors may play a role in lead-
ership. Although it is too early to know whether these traits have 
validity from a leadership perspective, it does appear that a seri-
ous and scientific assessment of appropriate traits may further our 
understanding of the leadership phenomenon. And unfortunately, 
traits may even play a role in people not having opportunities to 
engage in leadership activities. Regardless of the reasons (including 
prejudice, stereotypes, or other factors), women, African Americans, 
and Hispanics are still significantly underrepresented among top 

trait approach (to 
leadership)
Attempted to identify 
stable and enduring 
character traits that 
differentiated effective 
leaders from nonleaders

The trait approach to leadership focuses on stable and identifiable traits that differentiate 
effective leaders from nonleaders. Gandhi was seen as an outstanding leader, in part 
because of his integrity and humility.
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management teams and boards of directors in the largest American businesses. 
Our Case Study examines these issues in more detail.

Behavioral Approaches to Leadership
In the late 1940s, most researchers began to shift away from the trait approach 
and started to look at leadership as an observable process or activity. The goal of 
the so-called behavioral approach was to determine what behaviors are associ-
ated with effective leadership.11 The researchers assumed that the behaviors of 
effective leaders differed somehow from the behaviors of less effective leaders and 
that the behaviors of effective leaders would be the same across all situations. The 
behavioral approach to the study of leadership included the Michigan studies, 
the Ohio State studies, and the Leadership Grid.

The Michigan Studies
The Michigan leadership studies were a program of research conducted at 
the University of Michigan.12 The goal of this work was to determine the pat-
tern of leadership behaviors that results in effective group performance. From 

behavioral approach (to 
leadership)
Tried to identify behaviors 
that differentiated 
effective leaders from 
nonleaders

Michigan leadership studies
Defined job-centered 
and employee-centered 
leadership as opposite 
ends of a single 
leadership dimension

CASE STUDY

Sources: African Americans Lost Ground on Fortune 500 Boards (2009, July 21). Urban Mecca. Available online: http://urbanmecca.net/
news/2009/07/21/african-americans-lost-ground-on-fortune-500-boards/; Morial, M. H. (2011, April 14). National Urban League Trains 
African Americans for Corporate Boards. BlackVoiceNews; “Results of Menendez’s Major Fortune 500 Diversity Survey: Representation 
of Women and Minorities on Corporate Boards Still Lags Far behind National Population,” Senator Robert Menendez’s website (press 
release), August 4, 2010. Available online: http://www.menendez.senate.gov/news-and-events/press/results-of-menendezs-major-for-
tune-500-diversity-survey-representation-of-women-and-minorities-on-corporate-boards-still-lags-far-behind-national-population; and Olson, 
E. (2017, February 5). Study Finds Only Modest Gains by Women and Minorities on Corporate Boards. The New York Times. Available 
online: https://www.nytimes.com/2017/02/05/business/dealbook/fortune-500-board-directors-diversity.html.

“It’s been proven again and again,” says Carl Brooks, 
CEO of the Executive Leadership Council, a network 
of senior African American executives, “that compa-
nies with board members who reflect gender and eth-
nic diversity also tend to have better returns on equity 
and sales.” According to Marc H. Morial, CEO of the 
National Urban League, which promotes economic 
empowerment for African Americans, a minority pres-
ence on corporate boards is also necessary to protect 
the interests of minority consumers and other stake-
holders: “African American voices and perspectives,” 
he argues, “are needed on corporate boards to 
ensure that business decisions affecting Black America 
are both responsible and sensitive to the needs of our 
communities.” Unfortunately, says Morial, “African 
Americans still represent a miniscule fraction of board-
level corporate leadership in America.”

In 2017, women and minorities occupied almost 
31 percent of the board seats of Fortune 500 com-
panies. The presence of African American men in 
corporate boardrooms increased 2 percent. Women 

increased their board representation by 18.4 percent. 
Although Hispanics comprise 17 percent of the U.S. 
population, they occupied only 2.5 percent of the total 
corporate board seats. Asians and Pacific Islanders 
occupied 3.1 percent of the total. A possible positive 
factor for further improvements in board diversity is the 
fact that many corporate board members are in their 
70s and are likely to step down in the coming years.

Robert Menendez (one of only three Hispanic 
members of the U.S. Senate) believes that American 
corporations need to do better when it comes to hav-
ing the board rooms on Wall Street reflect the reality 
on Main Street.

We need to change the dynamic and make it 
commonplace for minorities to be part of the 
American corporate structure. It is not just about 
doing what’s right, but it’s a good business deci-
sion that will benefit both corporations and the 
communities they’re tapping into and making 
investments in.

Getting on Board with Diversity
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388 PART 4 | Leadership and Influence Processes in Organizations

Job-centered leader behavior is associated with directing and monitoring 
the performance of subordinates. The manager on the right is exhibiting 
job-centered leader behavior by explaining a work procedure to two of 
his subordinates.

interviews with supervisors and subordinates of high- 
and low-productivity groups in several organizations, the 
researchers collected and analyzed descriptions of supervi-
sory behavior to determine how effective supervisors differed 
from ineffective ones. Two basic forms of leader behavior were 
identified—job-centered and employee-centered—as shown in 
the top portion of Figure 11.1.

The leader who exhibits job-centered leader  behavior 
pays close attention to the work of subordinates, explains 
work procedures, and is mainly interested in performance. The 

leader’s primary concern is efficient completion of the task. The 
leader who engages in employee-centered leader behavior attempts to build 
effective work groups with high-performance goals. The leader’s main concern 
is with high performance, but that is to be achieved by paying attention to the 
human aspects of the group. These two styles of leader behavior were presumed 
to be at opposite ends of a single dimension. Thus, the Michigan researchers 
suggested that any given leader could exhibit either job-centered or employee- 
centered leader behavior, but not both at the same time. Moreover, they sug-
gested that employee-centered leader behavior was more likely to result in 
effective group performance than was job-centered leader behavior.

job-centered leader 
behavior
Involves paying close 
attention to the work of 
subordinates, explaining 
work procedures, and 
demonstrating a strong 
interest in performance

employee-centered leader 
behavior
Involves attempting to 
build effective work 
groups with high 
performance goals
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Figure 11.1
Early Behavioral Approaches to Leadership

The Michigan Studies
Job-Centered

Leader Behavior

The Ohio State Studies
Low Consideration

Behavior

Low Initiating-
Structure Behavior

Employee-Centered
Leader Behavior

High Consideration
Behavior

High Initiating-
Structure Behavior

Two of the first 
behavioral approaches 
to leadership were the 
Michigan and Ohio 
State studies. The results 
of the Michigan studies 
suggested that there are 
two fundamental types 
of leader behavior, job-
centered and employee-
centered, which were 
presumed to be at 
opposite ends of a single 
continuum. The Ohio 
State studies also found 
two kinds of leadership 
behavior, “consideration” 
and “initiating-structure.” 
These behaviors are 
somewhat parallel 
to those found in the 
Michigan studies but 
this research suggested 
that these two types of 
behavior were actually 
independent dimensions.
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Leaders exhibit consideration behavior by showing genuine 
concern for the feelings and well-being of subordinates. This leader 
is showing consideration behavior by checking on a colleague 
who has just received bad news.

The Ohio State Studies
The Ohio State leadership studies were conducted at about the same time as 
the Michigan studies, in the late 1940s and early 1950s.13 During this program 
of research, behavioral scientists at Ohio State University developed a question-
naire, which they administered in both military and industrial settings, to assess 
subordinates’ perceptions of their leaders’ behavior. The Ohio State studies iden-
tified several forms of leader behavior but tended to focus on the two most com-
mon ones: consideration and initiating-structure.

When engaging in consideration behavior, the leader is concerned with the 
subordinates’ feelings and respects subordinates’ ideas. The leader– subordinate 
relationship is characterized by mutual trust, respect, and two-way communica-
tion. When using initiating-structure behavior, on the other hand, the leader 
clearly defines the leader–subordinate roles so that subordinates know what is 
expected of them. The leader also establishes channels of communication and 
determines the methods for accomplishing the group’s tasks.

Unlike the employee-centered and job-centered leader behaviors, consideration 
and initiating structure were not thought to be on the same continuum. Instead, as 
shown in the bottom portion of Figure 11.1, they were seen as independent dimen-
sions of the leader’s behavioral repertoire. As a result, a leader could exhibit high 
initiating-structure behavior and low consideration or low  initiating-structure 
behavior and high consideration. A leader could also exhibit high or low  levels 
of each behavior simultaneously. For example, a leader may clearly define sub-
ordinates’ roles and expectations but exhibit little concern for their feelings. 
Alternatively, he or she may be concerned about subordinates’ feelings but fail to 
define roles and expectations clearly. But the leader might also demonstrate con-
cern for performance expectations and employee welfare simultaneously.

The Ohio State researchers also investigated the stability of leader behaviors 
over time. They found that a given individual’s leadership pattern appeared to change 
little as long as the situation remained fairly constant.14 Another topic they looked at 
was the combinations of leader behaviors that were related to effectiveness. At first, 
they believed that leaders who exhibit high levels of both behaviors would be most 
effective. An early study at International Harvester (now Navistar Corporation), how-
ever, found that employees of supervisors who ranked high on initiating- structure 
behavior were higher performers but also expressed lower levels of satisfaction. 
Conversely, employees of supervisors who ranked high on consideration had lower 
performance ratings but also had fewer absences from work.15 Later research showed 
that these conclusions were misleading because the studies did not consider all 
the important variables. Nonetheless, the Ohio State studies 
represented another important milestone in leader-
ship research.16

Leadership Grid
Yet another behavioral approach to leadership 
is the Leadership Grid (originally called the 
Managerial Grid).17 The Leadership Grid provides 

Ohio State leadership 
studies
Defined leader 
consideration and 
initiating-structure 
behaviors as independent 
dimensions of leadership

consideration behavior
Involves being concerned 
with subordinates’ 
feelings and respecting 
subordinates’ ideas

Initiating-structure 
behavior
Involves clearly defining 
the leader–subordinate 
roles so that subordinates 
know what is expected 
of them
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390 PART 4 | Leadership and Influence Processes in Organizations

a means for evaluating leadership styles and then training managers to move 
toward an ideal style of behavior. The most current version of the Leadership 
Grid is shown in Figure 11.2. The horizontal axis represents concern for pro-
duction (similar to job-centered and initiating-structure behaviors), and the 
vertical axis represents concern for people (similar to employee-centered and 
consideration behavior). Note the five extremes of leadership behavior: the 
1,1 manager (impoverished management), who exhibits minimal concern for 
both production and people; the 9,1 manager (authority-compliance), who is 
highly concerned about production but exhibits little concern for people; the 
1,9 manager (country club management), who has the exact opposite concerns 
from the 9,1 manager; the 5,5 manager (middle of the road management), who 
maintains adequate concern for both people and production; and the 9,9 man-
ager (team management), who exhibits maximum concern for both people and 
production.

According to this approach, the ideal style of leadership is 9,9. The developers 
of this model thus created a multiphase training and development program to 

Figure 11.2
The Leadership Grid
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Team Management
Work accomplishment is
from committed people;
interdependence through
a “common stake” in
organization purpose
leads to relationships
of trust and respect.

Middle-of-the-Road
Management
Adequate organization performance is
possible through balancing the necessity
to get out work with maintaining morale
of people at a satisfactory level.

Impoverished Management
Exertion of minimum effort
to get required work done
is appropriate to sustain
organization membership.

Authority-Compliance
Efficiency in operations
results from arranging
conditions of work in
such a way that
human elements
interfere to a
minimum degree.

5,5

Country Club Management
Thoughtful attention to the
needs of people for satisfying
relationships leads to a
comfortable, friendly
organization atmosphere
and work tempo.

1,9

The Leadership Grid is 
a method of evaluating 
leadership styles. 
The overall objective 
of an organization 
using the Grid is to 
train its managers 
using organizational 
development techniques 
so that they are 
simultaneously more 
concerned for both 
people and production 
(9,9 style on the Grid).

Source: Blake, R. R., & McCanse, A. A. The Leadership Grid Figure from Leadership Dilemmas—Grid Solutions (p. 29). 
Houston: Gulf Publishing Company. (Formerly The Managerial Grid by Robert R. Blake and Jane S. Mouton.) Copyright © 
1997 by Grid International, Inc. Reproduced by permission of Grid International, Inc.
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assist managers in achieving this style of behavior. A. G. Edwards, Westinghouse, 
the FAA, Equicor, and other companies have used the Leadership Grid, and anec-
dotal evidence seems to confirm its effectiveness in some settings. However, there 
is little published scientific evidence regarding its true effectiveness and the 
extent to which it applies to all managers or to all settings. Indeed, as we discuss 
next, such evidence is not likely to actually exist.

THE EMERGENCE OF SITUATIONAL 
LEADERSHIP MODELS
The leader-behavior theories have played an important role in the development 
of more realistic, albeit more complex, approaches to leadership. In particular, 
they urge us not to be so preoccupied with what properties may be possessed by 
leaders (the trait approach), but to instead concentrate on what leaders actually 
do (their behaviors). Unfortunately, these theories also make universal generic 
prescriptions about what constitutes effective leadership. When we are dealing 
with complex social systems composed of complex individuals, however, few if 
any relationships are consistently predictable, and certainly no formulas for suc-
cess are infallible.

The behavior theorists tried to identify consistent relationships between 
leader behaviors and employee responses in the hope of finding a dependable 
prescription for effective leadership. As we might expect, they often failed. Other 
approaches to understanding leadership were therefore needed. The catalyst 
for these new approaches was the realization that although interpersonal and 
task-oriented dimensions might be useful to describe the behavior of leaders, 
they were not useful for predicting or prescribing it. The next step in the evolu-
tion of leadership theory was the creation of situational models.

Situational models assume that appropriate leader behavior varies from one 
situation to another. The goal of a situational theory, then, is to identify key situ-
ational factors and to specify how they interact to determine appropriate leader 
behavior. Before discussing the major situational theories, we first discuss an 
important early model that in many ways laid the foundation for these theories. 
In a seminal article about the decision-making process, Robert Tannenbaum and 
Warren H. Schmidt proposed a continuum of leadership behavior. Their model 
is much like the original Michigan framework.18 Besides purely job-centered 
behavior (or “boss-centered” behavior, as they termed it) and employee-centered 
(“subordinate-centered”) behavior, however, they identified several intermediate 
behaviors that a manager might consider. These are shown on the leadership 
continuum in Figure 11.3.

This continuum of behavior ranges from the one extreme of having the man-
ager make the decision alone to the other extreme of having the employees make 
the decision with minimal guidance from the leader. Each point on the contin-
uum is influenced by characteristics of the manager, subordinates, and the situa-
tion. Managerial characteristics include the manager’s value system, confidence 
in subordinates, personal inclinations, and feelings of security. Subordinate char-
acteristics include the subordinates’ need for independence, readiness to assume 
responsibility, tolerance for ambiguity, interest in the problem, understanding of 
goals, knowledge, experience, and expectations. Situational characteristics that 
affect decision making include the type of organization, group effectiveness, the 
problem itself, and time pressures.
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392 PART 4 | Leadership and Influence Processes in Organizations

Hence, the leadership continuum acknowledged for the first time that leader 
behaviors represent a continuum rather than discrete extremes and that various 
characteristics and elements of any given situation would affect the success of 
any given leadership style. Although this framework pointed out the importance 
of situation factors, it was, however, only speculative. It remained for others to 
develop more comprehensive and integrated theories. In the following sections, 
we describe three of the most important and widely accepted situational theories 
of leadership: the LPC theory, the path–goal theory, and Vroom’s decision tree 
approach.

THE LPC THEORY OF LEADERSHIP
Fred Fiedler developed the LPC theory of leadership. The LPC theory 
attempts to explain and reconcile both the leader’s personality and the com-
plexities of the situation. (This theory was originally called the “contingency 
theory of leadership.” However, because this label has come to have generic 
connotations, new labels are being used to avoid confusion. “LPC” stands for 
“least-preferred coworker,” a concept we explain later in this section.) The 
LPC theory contends that a leader’s effectiveness depends on the situation 
and, as a result, some leaders may be effective in one situation or organiza-
tion but not in another. The theory also explains why this discrepancy may 
occur and identifies leader–situation matches that should result in effective 
performance.

LPC theory of leadership
Suggests that a leader’s 
effectiveness depends on 
the situation

Figure 11.3
Tannenbaum and Schmidt’s Leadership Continuum

The Tannenbaum and Schmidt leadership continuum was an important precursor to modern situational approaches to leadership. 
The continuum identifies seven levels of leadership, which range between the extremes of boss-centered and subordinate-centered 
leadership.

Use of Authority
by Manager

Boss-centered leadership

Manager
makes
decision and
announces it.

Manager permits
subordinates to
function within
limits defined by
superior.

Manager
defines limits,
asks group to
make decision.

Manager presents
problem, gets
suggestions,
makes decision.

Manager
presents tentative
decision subject
to change.

Manager
presents ideas
and invites
questions.

Manager
“sells”
decision.

Area of Freedom
for Subordinates

Subordinate-centered leadership

Source: Based on an exhibit from “How to Choose a Leadership Pattern” by Robert Tannenbaum and Warren Schmidt (May–June 1973).
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Task versus Relationship Motivation
Fiedler and his associates maintain that leadership effectiveness depends on 
the match between the leader’s personality and the situation. Fiedler devised 
special terms to describe a leader’s basic personality traits in relation to lead-
ership: “task motivation” versus “relationship motivation.” He also concep-
tualized the situational context in terms of its favorableness for the leader, 
ranging from highly favorable to highly unfavorable. In some respects, the 
ideas of task and relationship motivation resemble the basic concepts identi-
fied in the behavioral approaches. Task motivation closely parallels job- centered 
and initiating- structure leader behavior, and relationship motivation is similar 
to employee-centered and consideration leader behaviors. A major difference, 
however, is that Fielder viewed task versus relationship motivation as being 
grounded in personality in a way that is basically constant for any given leader.

The degree of task or relationship motivation in a given leader is measured 
by the least-preferred coworker (LPC) scale. The LPC instructions ask respon-
dents (i.e., leaders) to think of all the persons with whom they have worked and 
to then select their least-preferred coworker. Respondents then describe this 
coworker by marking a series of sixteen scales anchored at each end by a positive 
or negative quality or attribute.19 You can assess your own LPC score by complet-
ing this chapter’s Understand Yourself feature.

Fiedler assumed that the descriptions in the LPC scale actually say more about 
the leader than about the least-preferred coworker. He believed, for example, that 
everyone’s least-preferred coworker is likely to be equally “unpleasant” and that 
differences in descriptions actually reflect differences in personality traits among 
the leaders responding to the LPC scale. Fiedler contended that high-LPC leaders 
are basically more concerned with interpersonal relations, whereas low-LPC lead-
ers are more concerned with task-relevant problems. Not surprisingly, controversy 
has always surrounded the LPC scale. Researchers have offered several interpre-
tations of the LPC score, arguing that it may be an index of behavior, personality, 
or some other unknown factor. Indeed, the LPC measure and its interpretation 
have long been among the most debated aspects of the theory.

Situational Favorableness
Fiedler also identified three factors that deter-
mine the favorableness of the situation. In order of 
importance (from most to least important), these 
factors are leader–member relations, task struc-
ture, and leader position power.

Leader–member relations refer to the personal 
relationship that exists between subordinates and 
their leader. It is based on the extent to which sub-
ordinates trust, respect, and have confidence in 
their leader, and vice versa. A high degree of mutual 
trust, respect, and confidence obviously indicates 

least-preferred coworker 
(LPC)
Scale presumed to 
measure a leader’s 
motivation

The LPC theory of leadership suggests that what constitutes 
effective leader behavior depends on elements of the situation. 
Task structure is one situational element that can affect what 
workers might need from their leader. In highly structured jobs such 
as these on a drinks production line in China, workers may not 
need much task-oriented leadership.
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394 PART 4 | Leadership and Influence Processes in Organizations

Think of the person with whom you can work least well. This 
may be a person you currently work with or someone you 
knew in the past. This person is not necessarily the person you 
like least well, but he or she should be the person with whom 
you had the most difficulty in getting a job done.

The following questionnaire asks you to describe this per-
son as he or she appears to you. Look at the words at both 

ends of the line before you mark one box with an “x.” Please 
remember that there are no right or wrong answers. Work 
quickly; your first answer is usually the most accurate. Do 
not omit any items, and mark only one answer for each item. 
When you are finished, add the numbers appearing under 
each line you marked with an “x.” Scoring instructions are at 
the bottom of the table.

U N D E R S TA N D  Y O U R S E L F
LEAST-PREFERRED COWORKER SCALE

Pleasant ___ ___ ___ ___ ___ ___ ___ ___ Unpleasant
8 7 6 5 4 3 2 1

Friendly ___ ___ ___ ___ ___ ___ ___ ___ Unfriendly
8 7 6 5 4 3 2 1

Rejecting ___ ___ ___ ___ ___ ___ ___ ___ Accepting
8 7 6 5 4 3 2 1

Helpful ___ ___ ___ ___ ___ ___ ___ ___ Frustrating
8 7 6 5 4 3 2 1

Unenthusiastic ___ ___ ___ ___ ___ ___ ___ ___ Enthusiastic
8 7 6 5 4 3 2 1

Tense ___ ___ ___ ___ ___ ___ ___ ___ Relaxed
8 7 6 5 4 3 2 1

Distant ___ ___ ___ ___ ___ ___ ___ ___ Close
8 7 6 5 4 3 2 1

Cold ___ ___ ___ ___ ___ ___ ___ ___ Warm
8 7 6 5 4 3 2 1

Cooperative ___ ___ ___ ___ ___ ___ ___ ___ Uncooperative
8 7 6 5 4 3 2 1

Supportive ___ ___ ___ ___ ___ ___ ___ ___ Hostile
8 7 6 5 4 3 2 1

Boring ___ ___ ___ ___ ___ ___ ___ ___ Interesting
8 7 6 5 4 3 2 1

Quarrelsome ___ ___ ___ ___ ___ ___ ___ ___ Unpleasant
8 7 6 5 4 3 2 1

Self-assured ___ ___ ___ ___ ___ ___ ___ ___ Hesitant
8 7 6 5 4 3 2 1

Efficient ___ ___ ___ ___ ___ ___ ___ ___ Inefficient
8 7 6 5 4 3 2 1

Gloomy ___ ___ ___ ___ ___ ___ ___ ___ Cheerful
8 7 6 5 4 3 2 1

Open ___ ___ ___ ___ ___ ___ ___ ___ Guarded
8 7 6 5 4 3 2 1

Scoring and Interpretation: Those with scores above 
78 are considered high LPCs and are more people-oriented, 
while those with scores below 29 are considered low LPCs 
and are more task-oriented.

Source: Fiedler, F. E. (1967). A Theory of Leadership Effectiveness (p. 41). 
New York: McGraw-Hill. Reproduced with permission of the author.
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good leader–member relations, and a low degree indicates poor leader–member 
relations.

Task structure is the second most important determinant of situational favor-
ableness. A structured task is routine, simple, easily understood, and unambigu-
ous. The LPC theory presumes that structured tasks are more favorable because 
the leader need not be closely involved in defining activities and can devote time 
to other matters. On the other hand, an unstructured task is one that is nonrou-
tine, ambiguous, and complex. Fiedler argues that this task is more unfavorable 
because the leader must play a major role in guiding and directing the activities 
of subordinates.

Finally, leader position power is the power inherent in the leader’s role itself. 
If the leader has considerable power to assign work, reward and punish employ-
ees, and recommend them for promotion, position power is high and favorable. If, 
however, the leader must have job assignments approved by someone else, does 
not control rewards and punishment, and has no voice in promotions, position 
power is low and unfavorable; that is, many decisions are beyond the leader’s 
control.

Leader Motivation and Situational Favorableness
Fiedler and his associates conducted numerous studies examining the relation-
ships among leader motivation, situational favorableness, and group perfor-
mance. Table 11.2 summarizes the results of these studies.

To begin interpreting the results, let’s first examine the situational favor-
ableness dimensions shown in the table. The various combinations of these 
three dimensions result in eight different situations, as arrayed across the first 
three lines of the table. These situations in turn define a continuum ranging 
from very favorable to very unfavorable situations from the leader’s perspective. 
Favorableness is noted in the fourth line of the table. For example, good relations, 
a structured task, and either high or low position power result in a very favor-
able situation for the leader. But poor relations, an unstructured task, and either 
high or low position power create very unfavorable conditions for the leader.

The table also identifies the leadership approach that is supposed to achieve 
high group performance in each of the eight situations. These linkages are shown 
in the bottom line of the table. A task-oriented leader is appropriate for very 
favorable as well as very unfavorable situations. For example, the LPC theory 
predicts that if leader–member relations are poor, the task is unstructured, and 

The LPC Theory of Leadership
Table 11.2

Leader-Member 
Relations Good Poor

Task Structure 
Position Power

Structured Unstructured Structured Unstructured

High Low High Low High Low High Low

SITUATIONAL 
FAVORABLENESS Very favorable Moderately favorable Very unfavorable

T T T

RECOMMENDED 
LEADER BEHAVIOR

Task-oriented  
behavior

Person-oriented  
behavior

Task-oriented  
behavior
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396 PART 4 | Leadership and Influence Processes in Organizations

leader position power is low, a task-oriented leader will be effective. It also pre-
dicts that a task-oriented leader will be effective if leader–member relations are 
good, the task is structured, and leader position power is high. Finally, for situ-
ations of intermediate favorableness, the theory suggests that a person-oriented 
leader will be most likely to achieve high group performance.

Leader–Situation Match
What happens if a person-oriented leader faces a very favorable or very unfa-
vorable situation, or if a task-oriented leader faces a situation of intermediate 
favorableness? Fiedler considers these leader–situation combinations to be “mis-
matches.” Recall that a basic premise of his theory is that leadership behavior 
is a personality trait. Thus, the mismatched leader cannot readily adapt to the 
situation and achieve effectiveness. Fiedler contends that when a leader’s style 
and the situation do not match, the only available course of action is to change 
the situation through “job engineering.”20

For example, Fiedler suggests that if a person-oriented leader ends up in a 
situation that is very unfavorable, the manager should attempt to improve mat-
ters by spending more time with subordinates to improve leader–member rela-
tions and by laying down rules and procedures to provide more task structure. 
Fiedler and his associates have also developed a widely used training program 
for supervisors on how to assess situational favorableness and to change the sit-
uation, if necessary, to achieve a better match.21 Weyerhaeuser and Boeing are 
among the firms that have experimented with Fiedler’s training program.

Evaluation and Implications
The validity of Fiedler’s LPC theory has been heatedly debated because of the 
inconsistency of the research results. Apparent shortcomings of the theory are 
that the LPC measure lacks validity, the theory is not always supported by 
research, and Fiedler’s assumptions about the inflexibility of leader behavior are 
unrealistic.22 The theory itself, however, does represent an important contribu-
tion because it returned the field to a study of the situation and explicitly consid-
ered the organizational context and its role in effective leadership.

THE PATH–GOAL THEORY OF LEADERSHIP
Another important contingency approach to leadership is the path–goal  theory. 
Developed jointly by Martin Evans and Robert House, the path–goal theory 
focuses on the situation and leader behaviors rather than on fixed traits of 
the leader.23 In contrast to the LPC theory, the path–goal theory suggests that 
 leaders can readily adapt to different situations.

Basic Premises
The path–goal theory of leadership has its roots in the expectancy theory of 
motivation discussed in Chapter 5. Recall that expectancy theory says that a 
person’s attitudes and behaviors can be predicted from the degree to which the 
person believes job performance will lead to various outcomes (expectancy) and 
the value of those outcomes (valences) to the individual. The path–goal theory 

path–goal theory of 
leadership
Suggests that effective 
leaders clarify the paths 
(behaviors) that will 
lead to desired rewards 
(goals)
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The path–goal theory of leadership suggests that effective 
leader behavior clarifies the paths, or behaviors, that will 
lead subordinates to desired rewards (goals). This manager 
is explaining to his subordinate what needs to be done in 
order to earn a promotion and pay raise.

of leadership argues that subordinates are moti-
vated by their leader to the extent that the 
behaviors of that leader influence their expec-
tancies. In other words, the leader affects subor-
dinates’ performance by clarifying the behaviors 
(paths) that will lead to desired rewards (goals). 
Ideally, of course, getting a reward in an organi-
zation depends on effective performance. Path–
goal theory also suggests that a leader may behave 
in different ways in different situations. Finally, 
although not directly tied to path–goal theory, this 
chapter’s Global Issues feature illustrates how sub-
ordinates expect different things from their leader in different cultures.

Leader Behaviors
As Figure 11.4 shows, path–goal theory identifies four kinds of leader behavior: 
directive, supportive, participative, and achievement-oriented. With directive lead-
ership, the leader lets subordinates know what is expected of them, gives specific 
guidance as to how to accomplish tasks, schedules work to be done, and maintains 
definitive standards of performance for subordinates. A leader exhibiting support-
ive leadership is friendly and shows concern for subordinates’ status, well-being, 
and needs. With participative leadership, the leader consults with subordinates 
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THE ROLE OF LEADERS ACROSS CULTURES

An important research study* asked workers in different coun-
tries if they agreed with this simple statement:

“It is important for a manager to have at hand precise 
answers to most of the questions that subordinates may raise 
about their work.”

The percentage of workers from six different countries that 
strongly agreed with this statement are shown below. Clearly, 
leaders in Italy and Japan are expected to know all of the 
answers their subordinates may ask, while leaders in Sweden 
and the United States may more comfortably indicate that 
they don’t know the answer to a question or that they need to 
check before answering.

*International Studies of Management and Organization, 13, 2 (Spring–
Summer 1983).

Sweden
10%

United
States 18%

Great Britain
27%

Germany
46%

Italy
 66%

Japan
78%
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398 PART 4 | Leadership and Influence Processes in Organizations

about issues and takes their suggestions into account before making a decision. 
Finally, achievement-oriented leadership involves setting challenging goals, 
expecting subordinates to perform at their highest level, and showing strong con-
fidence that subordinates will put forth effort and accomplish the goals. Unlike 
the LPC theory, path–goal theory assumes that leaders can change their behavior 
and exhibit any or all of these leadership styles. The theory also predicts that the 
appropriate combination of leadership styles depends on situational factors.

Situational Factors
The path–goal theory proposes two types of situational factors that influence how 
leader behavior relates to subordinate satisfaction: the personal characteristics 
of the subordinates and the characteristics of the environment (see Figure 11.4).

Two important personal characteristics of subordinates are locus of control and 
perceived ability. Locus of control, discussed in Chapter 3, refers to the extent to 
which individuals believe that what happens to them results from their own behav-
ior or from external causes. Research indicates that individuals who attribute out-
comes to their own behavior may be more satisfied with a participative leader (since 
they feel their own efforts can make a difference), whereas individuals who attri-
bute outcomes to external causes may respond more favorably to a directive leader 
(since they think their own actions are of little consequence). Perceived ability per-
tains to how people view their own ability with respect to the task. Employees who 
rate their own ability relatively highly are less likely to feel a need for directive 
leadership (since they think they know how to do the job), whereas those who per-
ceive their own ability to be relatively low may prefer directive leadership (since 
they think they need someone to show them how to do the job).

Important environmental characteristics are task structure, the formal 
authority system, and the primary work group. The path–goal theory proposes 
that leader behavior will motivate subordinates if it helps them cope with envi-
ronmental uncertainty created by those characteristics. In some cases, however, 
certain forms of leadership will be redundant, decreasing subordinate satisfac-
tion. For example, when task structure is high, directive leadership is less neces-
sary and therefore less effective; similarly, if the work group gives the individual 

Figure 11.4
The Path–Goal Theory of Leadership

Locus of Control
Perceived Ability

Task Structure
Authority System
Work Group

Leader
Behaviors

Directive
Supportive
Participative
Achievement-Oriented

Subordinate’s
Motivation to Perform

Personal Characteristics
of Subordinates

Environmental
Characteristics

Situational
Factors

The path–goal theory of 
leadership specifies four 
kinds of leader behavior: 
directive, supportive, 
participative, and 
achievement-oriented. 
Leaders are advised 
to vary their behaviors 
in response to such 
situational factors as 
personal characteristics 
of subordinates 
and environmental 
characteristics.
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plenty of social support, a supportive leader will not be especially attractive. Thus, 
the extent to which leader behavior matches the people and environment in the 
situation is presumed to influence subordinates’ motivation to perform.

Evaluation and Implications
The path–goal theory was designed to provide a general framework for understand-
ing how leader behavior and situational factors influence subordinate attitudes and 
behaviors. The intention of the path–goal theorists was to stimulate research on 
the theory’s major propositions, not to offer definitive answers. Researchers hoped 
that a more fully developed, formal theory of leadership would emerge from contin-
ued study. Further work actually has supported the theory’s major predictions, but 
it has not validated the entire model. Moreover, many of the theory’s predictions 
remain overly general and have not been fully refined and tested.

VROOM’S DECISION TREE APPROACH  
TO LEADERSHIP
The third major contemporary approach to leadership is Vroom’s decision tree 
approach. The earliest version of this model was proposed by Victor Vroom and 
Philip Yetton and later revised and expanded by Vroom and Arthur Jago.24 Most 
recently, Vroom has developed yet another refinement of the original model.25 
Like the path–goal theory, this approach attempts to prescribe a leadership style 
appropriate to a given situation. It also assumes that the same leader may dis-
play different leadership styles. But Vroom’s approach concerns itself with only 
a single aspect of leader behavior: subordinate participation in decision making.

Basic Premises
Vroom’s decision tree approach assumes that the degree to which subordinates 
should be encouraged to participate in decision making depends on the charac-
teristics of the situation. In other words, no one decision-making process is best 
for all situations. After evaluating a variety of problem attributes (characteris-
tics of the problem or decision), the leader determines an appropriate decision 
style that specifies the amount of subordinate participation.

Vroom’s current formulation suggests that managers should use one of two 
different decision trees.26 To do so, the manager first assesses the situation in 
terms of several factors. This assessment involves determining whether the 
given factor is “high” or “low” for the decision that is to be made. For instance, 
the first factor is decision significance. If the decision is extremely important and 
may have a major impact on the organization (i.e., choosing a location for a new 
plant), its significance is high. But if the decision is routine and its consequences 
not terribly important (i.e., selecting a logo for the firm’s softball team uniforms), 
its significance is low. This assessment guides the manager through the paths of 
the decision tree to a recommended course of action. One decision tree is to be 
used when the manager is primarily interested in making the fastest possible 
decision; the other is to be used when time is less critical and the manager wishes 
to help subordinates improve and develop their own decision-making skills.

The two decision trees are shown in Figures 11.5 and 11.6. The problem attri-
butes (situational factors) are arranged along the top of the decision tree. To use 

Vroom’s decision tree 
approach (to leadership)
Attempts to prescribe 
how much participation 
subordinates should 
be allowed in making 
decisions

42502_ch11_ptg01_379-407.indd   399 18/12/18   12:39 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



400 PART 4 | Leadership and Influence Processes in Organizations

Figure 11.5
Vroom’s Time-Driven Decision Tree

This matrix is recommended for situations in which time is of the highest importance in making a decision. The matrix operates 
like a funnel. You start at the left with a specific decision problem in mind. The column headings denote situational factors that 
may or may not be present in that problem. You progress by selecting High or Low (H or L) for each relevant situational factor. 
Proceed down from the funnel, judging only those situational factors for which a judgment is called for, until you reach the 
recommended process.
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Source: Victor H. Vroom’s Time-Driven Model from A Model of Leadership Style, copyright 1998.
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Vroom’s Development-Driven Decision Tree
Figure 11.6

This matrix is to be used 
when the leader is more 
interested in developing 
employees than in 
making the decision as 
quickly as possible. Just 
as with the time-driven 
tree shown in Figure 
11.5, the leader assesses 
up to seven situational 
factors. These factors, in 
turn, funnel the leader to 
a recommended process 
for making the decision.

D
ec

is
io

n
 S

ig
n
if

ic
a
n
ce

Im
p
o
rt

a
n
ce

 o
f 

C
o
m

m
it
m

en
t

Le
a
d
er

 E
x

p
er

ti
se

Li
k

el
ih

o
o
d
 o

f 
C
o
m

m
it
m

en
t

G
ro

u
p
 S

u
p
p
o
rt

G
ro

u
p
 E

x
p
er

ti
se

Te
a
m

 C
o
m

p
et

en
ce

P
R
O

B
LE

M
 S

TA
TE

M
EN

T

H

H –

H
H

H
H Decide
L Facilitate

L –
Consult (Group)

L – –

L
H

H
H Delegate
L

Facilitate
L –

L – – Consult (Group)

L – –
H

H
H Delegate
L

Facilitate
L –

L – – Consult (Group)

L
H –

H – – – Decide
L – – – Delegate

L – – – – – Decide

Source: Victor H. Vroom’s Time-Driven Model from A Model of Leadership Style, copyright 1998.

the model, the decision maker starts at the left side of the diagram and assesses 
the first problem attribute (decision significance). The answer determines the 
path to the second node on the decision tree, where the next attribute (impor-
tance of commitment) is assessed. This process continues until a terminal mode 
is reached. In this way, the manager identifies an effective decision-making style 
for the situation.

The various decision styles reflected at the ends of the tree branches rep-
resent different levels of subordinate participation that the manager should 
attempt to adopt in a given situation. The five styles are defined as follows:

 1. Decide: The manager makes the decision alone and then announces or “sells” 
it to the group.

 2. Delegate: The manager allows the group to define for itself the exact nature 
and parameters of the problem and then develop a solution.

 3. Consult (Individually): The manager presents the program to group mem-
bers individually, obtains their suggestions, and then makes the decision.
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402 PART 4 | Leadership and Influence Processes in Organizations

 4. Consult (Group): The manager presents the problem to group members at a 
meeting, gets their suggestions, and then makes the decision.

 5. Facilitate: The manager presents the problem to the group at a meeting, 
defines the problem and its boundaries, and then facilitates group member 
discussion as members make the decision.

Vroom’s decision tree approach represents a very focused but quite complex 
perspective on leadership. To compensate for this difficulty, Vroom has devel-
oped elaborate expert system software to help managers assess a situation accu-
rately and quickly and then make an appropriate decision regarding employee 
participation. Many firms, including Halliburton, Litton Industries, and Borland 
International, have provided their managers with training in how to use the var-
ious versions of this model.

Evaluation and Implications
Because Vroom’s current approach is relatively new, it has not been fully sci-
entifically tested. The original model and its subsequent refinement, however, 
attracted a great deal of attention and were generally supported by research.27 
For example, there is some support for the idea that individuals who make deci-
sions consistent with the predictions of the model are more effective than those 
who make decisions inconsistent with it. The model therefore appears to be a tool 
that managers can apply with some confidence in deciding how much subordi-
nates should participate in the decision-making process.

SUMMARY AND APPLICATION

Leadership is both a process and a property. Leadership as a process is the use of non-
coercive influence to direct and coordinate the activities of group members to meet 
goals. As a property, leadership is the set of characteristics attributed to those who 
are perceived to use such influence successfully. Leadership and management are 
related but distinct phenomena.

Early leadership research primarily attempted to identify important traits 
and behaviors of leaders. The Michigan and Ohio State studies each identified two 
kinds of leader behavior, one focusing on job factors and the other on people fac-
tors. The Michigan studies viewed these behaviors as points on a single continuum, 
whereas the Ohio State studies suggested that they were separate dimensions. The 
Leadership Grid further refined these concepts.

Newer situational theories of leadership attempt to identify appropriate leader-
ship styles on the basis of the situation. The leadership continuum first proposed by 
Tannenbaum and Schmidt was the catalyst for these theories.

Fiedler’s LPC theory states that leadership effectiveness depends on a match 
between the leader’s style (viewed as a trait of the leader) and the favorableness 
of the situation. Situation favorableness, in turn, is determined by task struc-
ture, leader–member relations, and leader position power. Leader behavior is 
presumed to reflect a constant personality trait and therefore cannot easily be 
changed.

The path–goal theory focuses on appropriate leader behavior for various situ-
ations. The path–goal theory suggests that directive, supportive, participative, or 
achievement-oriented leader behavior may be appropriate, depending on the per-
sonal characteristics of subordinates and the characteristics of the environment. 
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Unlike the LPC theory, this view presumes that leaders can alter their behavior to 
best fit the situation.

Vroom’s decision tree approach suggests appropriate decision-making styles 
based on situation characteristics. This approach focuses on deciding how much 
subordinates should participate in the decision-making process. Managers assess 
situational attributes and follow a series of paths through a decision tree that subse-
quently prescribes for them how they should make a particular decision.

Many leaders report that playing racquetball, run-

ning marathons, practicing yoga, or just getting reg-

ular exercise helps them to recover from overwork. 

Hank Greenberg, chairman and CEO of the financial 

services firm C. V. Starr, plays tennis for most of the 

year and skis in the winter months. “I’m addicted to 

exercise,” he says, because it “unwinds me.” PayPal 

cofounder Max Levchin prefers “80 or 90 hard miles 

on a road bike . . . starting early on Saturday morn-

ings.” Ninety-two-year-old Sumner Redstone, chair-

man of the parent company of CBS, Viacom, MTV, 

and Paramount Pictures, rises at 5 a.m. and hits both 

the exercise bike and the treadmill before the mar-

kets open. (Redstone also recommends “lots of fish 

and plenty of antioxidants.”) Finally, Strauss Zelnick, 

CEO and chairman of Take-Two Interactive Software, 

is really serious about exercise:

I try to book my exercise like a meeting and try 

hard never to cancel it. . . . Generally I try to do 

an exercise class at the gym once a week; I train 

for an hour with a trainer once or twice a week; I 

cycle with a group of friends for an hour once to 

three times a week, and I lift weights with a friend 

or colleague twice or three times a week.

Effective leaders also take control of information 

flow—which means managing it, not reducing the 

flow until it’s as close to a trickle as they can get it. 

Like most executives, for example, Mayer can’t get 

by without multiple sources of information. “I always 

have my laptop with me,” she reports, and “I adore 

my cell phone.” Starbucks chairman/CEO Howard 

Schultz receives a morning voicemail summarizing 

the previous day’s sales results and reads three news-

papers a day. Mayer watches the news all day, and 

Bill Gross, a securities portfolio manager, keeps an 

eye on six monitors displaying real-time investment 

data.

On the other hand, Gross stands on his head to 

force himself to take a break from communicating. 

When he’s upright again, he tries to find time to con-

centrate. “Eliminating the noise,” he says, “is criti-

cal. . . . I only pick up the phone three or four times 

a day. . . . I don’t want to be connected—I want to 

be disconnected.” Ghosn, whose schedule requires 

REAL-WORLD RESPONSE
LEADERSHIP PINBALL

(Continued)
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weekly intercontinental travel, uses bilingual assistants 

to screen and translate information—one assistant for 

information from Europe (where Renault is), one for 

information from Japan (where Nissan is), and one for 

information from the United States (where Ghosn often 

has to be when he doesn’t have to be in Europe or 

Japan). Clothing designer Vera Wang also uses an 

assistant to filter information. “The barrage of calls is so 

enormous,” she says, “that if I just answered calls I’d do 

nothing else. . . . If I were to go near email, there’d be 

even more obligations, and I’d be in [a mental hospital] 

with a white jacket on.”

Not surprisingly, Microsoft founder Bill Gates 

integrates the role of his assistant into a high-tech 

 information-organizing system:

On my desk I have three screens, synchronized 

to form a single desktop. I can drag items from 

one screen to the next. Once you have that large 

display area, you’ll never go back, because it has 

a direct impact on productivity.

The screen on the left has my list of emails. 

On the center screen is usually the specific email 

I’m reading and responding to. And my browser 

is on the right-hand screen. This setup gives me 

the ability to glance and see what new has come 

in while I’m working on something and to bring 

up a link that’s related to an email and look at it 

while the email is still in front of me.

At Microsof t ,  email  is the medium of 

choice. . . . I get about 100 emails a day. We 

apply filtering to keep it to that level. Email 

comes straight to me from anyone I’ve ever corre-

sponded with, anyone from Microsoft, Intel, HP, 

and all the other partner companies, and any-

one I know. And I always see a write-up from my 

assistant of any other email, from companies that 

aren’t on my permission list or individuals I don’t 

know. . . .

We’re at the point now where the challenge 

isn’t how to communicate effectively with email—

it’s ensuring that you spend your time on the email 

that matters most. I use tools like “in-box rules” 

and search folders to mark and group messages 

based on their content and importance.

DISCUSSION QUESTIONS

1. How would you define “leadership”? Compare and contrast your definition 
with the one given in this chapter.

2. Cite examples of managers who are not leaders and of leaders who are not 
managers. What makes them one and not the other? Also, cite examples of 
both formal and informal leaders.

3. What traits do you think characterize successful leaders? Do you think the 
trait approach has validity?

4. Recent evidence suggests that successful managers (defined by organiza-
tional rank and salary) may indeed have some of the same traits originally 
ascribed to effective leaders (such as an attractive appearance and relative 
height). How might this finding be explained?

5. What other forms of leader behavior besides those cited in the chapter can 
you identify?

6. Critique Fiedler’s LPC theory. Are other elements of the situation important? 
Do you think Fiedler’s assertion about the inflexibility of leader behavior 
makes sense? Why or why not?
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 7. Do you agree or disagree with Fiedler’s assertion that leadership motivation 
is basically a personality trait? Why?

 8. Compare and contrast the LPC and path–goal theories of leadership. What 
are the strengths and weaknesses of each?

 9. Of the three major leadership theories—the LPC theory, the path–goal the-
ory, and Vroom’s decision tree approach—which is the most comprehensive? 
Which is the narrowest? Which has the most practical value?

10. How realistic do you think it is for managers to attempt to use Vroom’s decision 
tree approach as prescribed? Explain.

UNDERSTAND YOURSELF EXERCISE

What Is Your Leadership Potential?
For each pair of statements below, distribute 5 points based on how character-
istic each statement is of you. If the first statement is totally like you and the 
second is not like you at all, give 5 points to the first and 0 to the second. If it 
is the opposite, use 0 and 5. If the statement is usually like you, then the distri-
bution can be 4 and 1, or 1 and 4 if it is not usually like you. If both statements 
tend to be like you, the distribution should be 3 and 2, or 2 and 3. Remember, 
the combined score for each pair of statements must equal 5. There are no right 
or wrong answers. Be honest in answering the questions, so that you can better 
understand yourself and your behavior as it relates to leadership.

Here are the possible scoring distributions for each pair of statements:

0–5 or 5–0 One of the statements is totally like you; the other is not like you at all.

1–4 or 4–1 One statement is usually like you; the other is not.

3–2 or 2–3 Both statements are like you, although one is slightly more like you.

1. ___ I’m interested in and willing to take charge of a group.

___ I want someone else to be in charge of the group.

2. ___ When I’m not in charge, I’m willing to give input to the leader to 
improve performance.

___ When I’m not in charge, I do things the leader’s way, rather than offer 
my suggestions.

3. ___ I’m interested in and willing to get people to listen to my suggestions 
and to implement them.

___ I’m not interested in influencing other people.

4. ___ When I’m in charge, I want to share management responsibilities 
with group members.

___ When I’m in charge, I want to perform the management functions for 
the group.

5. ___ I want to have clear goals and to develop and implement plans to 
achieve them.

___ I like to have very general goals and take things as they come.

6. ___ I like to change the way my job is done and to learn and do new things.

___ I like stability or to do my job in the same way; I don’t like learning 
and doing new things.
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7. ___ I enjoy working with people and helping them succeed.

___ I don’t really like working with people and helping them succeed.

Scoring: To calculate your leadership potential score, add up your scores  
(0 to 5) for the first statements in each pair; ignore the numbers for the second 
statements. Your total should be between 0 and 35. Place your score on this 
continuum:

0 5 10 15 20 25 30 35

Low leadership 
potential

High leadership 
potential

Interpretation: Generally, the higher your score, the greater your potential to 
be an effective leader. Because the key to leadership success is not simply poten-
tial but also persistence and hard work, you can develop your leadership ability 
by applying the principles and theories you learn from studying this book to your 
personal and professional lives. One good place to start is to look at the effective 
leadership statements to which you gave a low score and practice engaging in 
those behaviors.
Source: Adapted from Lussier, R. N., & Achua, C. F. (2001). Leadership: Theory, Application and Skill Development. 
Cincinnati, OH: South-Western College Publishing. ©2001 Cengage Learning.

GROUP EXERCISE

Managers and Leaders
This exercise offers you an opportunity to compare your assumptions and per-
spectives on managers and leaders with the assumptions and perspectives of 
others in your class.

Your Assignment:

 1. Make a list of ten characteristics of successful managers and a list of ten dif-
ferent characteristics of successful leaders.

 2. Share your lists with other students in small groups and discuss the 
following:
(A) Which manager characteristics, if any, appear on different students’ 

lists?
(B) Which leader characteristics, if any, appear on different students’ lists?
(C) Which characteristics, if any, do students put on both their manager list 

and their leader list?
 3. Have your group compile one list of ten characteristics of managers and one 

list of ten characteristics of leaders.
 4. Share all group lists with the entire class, and see if the class can agree on a 

final list for managers and a final list for leaders. What, if anything, do the 
final two lists have in common? Do any characteristics appear on both the 
manager list and the leader list?
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After studying this chapter, you should be able to:

1 Identify and describe contemporary situational theories of leadership.

2 Discuss leadership through the eyes of followers.

3 Identify and describe alternatives to leadership.

4 Describe the changing nature of leadership and emerging leadership issues.
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REAL-WORLD CHALLENGE

ETHICAL LEADERSHIP AT BOEING1

Chicago-based $93 billion aerospace company Boeing employs over 130,000 employees 

in more than 65 countries. Boeing is both the world’s largest aerospace company and 

the top U.S. exporter, manufacturing commercial airplanes, military aircrafts, space and 

security systems, and global support services. For Boeing, 2017 was a record year, with 

each of its major businesses reporting revenue gains and its future looks bright with all its 

markets forecast to grow in the years ahead.

Dennis Muilenburg became chairman of the board in March 2016, CEO in July 2015, 

and president in December 2013. Muilenburg believes in treating employees with respect. 

He also knows that acting ethically and never losing sight of the purpose of the business is 

critical to his leading Boeing into the future. Muilenburg believes that he is the shepherd of 

a national treasure that existed before his birth and that will survive beyond the birth of his 

great grandchildren. As a result, he stays focused on a long-term plan that serves the inter-

ests of both the company’s shareholders and its stakeholders.

Muilenburg strongly believes that Boeing’s fundamental values directly influence its abil-

ity to achieve and sustain high performance. Assume that Muilenburg asks you for advice 

on how to effectively lead Boeing into the future. After reading this chapter, you should 

have some good ideas.
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The three major situational theories of leadership discussed in Chapter 11 
altered everyone’s thinking about leadership. No longer did people feel compelled 
to search for the one best way to lead. Nor did they continue to seek universal 
leadership prescriptions or relationships. Instead, both researchers and practic-
ing managers turned their attention to a variety of new approaches to leader-
ship. These new approaches, as well as other current emerging leadership issues, 
are the subject of this chapter. We first describe two relatively new situational 
theories, as well as recent refinements to the earlier theories. We then exam-
ine leadership through the eyes of followers. Recent thinking regarding potential 
alternatives to traditional leadership are then explored. Next we describe the 
changing nature of leadership. We conclude this chapter with a discussion of sev-
eral emerging issues in leadership.

CONTEMPORARY SITUATIONAL THEORIES
The LPC theory, the path-goal theory, and Vroom’s decision tree approach 
together redirected the study of leadership. Not surprisingly, then, other situa-
tional theories have also been developed. Moreover, there continue to be changes 
and refinements to the original situational models.

The Leader–Member Exchange Model
The leader–member exchange model (LMX) of leadership, conceived by 
George Graen and Fred Dansereau, stresses the importance of variable rela-
tionships between supervisors and each of their subordinates.2 Each superior– 
subordinate pair is referred to as a “vertical dyad.” The model differs from earlier 
approaches in that it focuses on the differential relationship leaders often estab-
lish with different subordinates. Figure 12.1 shows the basic concepts of the 
leader–member exchange theory.

The model suggests that supervisors establish a special relationship with a 
small number of trusted subordinates referred to as the “in-group.” The in-group 
often receives special duties requiring more responsibility and autonomy; they 
may also receive special privileges, such as more discretion about work sched-
ules. Members of the in-group are also likely to be privy to sensitive informa-
tion and are likely to know about upcoming events before others. They may also 

receive more rewards and generally stronger support 
from the leader.

Subordinates who are not a part of this group 
are called the out-group, and they receive less 
of the supervisor’s time and attention. Members 
of the out-group are likely to be assigned the 

leader–member 
exchange model (LMX) (of 
leadership)
Stresses the importance 
of variable relationships 
between supervisors and 
each of their subordinates

in-group
Often receives special 
duties requiring more 
responsibility and 
autonomy; they may also 
receive special privileges, 
such as more discretion 
about work schedules

out-group
Receive less of the 
supervisor’s time and 
attention and are likely 
to be assigned the more 
mundane tasks the group 
must perform and not 
be “in the loop” when 
information is being shared

One of the basic premises of the leader–member exchange model 
(LMX) of leadership is that supervisors tend to develop individual 
relationships with each of their subordinates. This supervisor is 
making a point of explaining things in a bit more detail to one of 
her subordinates while the rest of the group watches on. He may 
be a member of the in-group that gets special attention from the 
leader.
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The Leader–Member Exchange (LMX) Model
Figure 12.1

The LMX model suggests that leaders form unique independent relationships with each of their subordinates. As illustrated here,  
a key factor in the nature of this relationship is whether the individual subordinate is in the leader’s out-group or in-group.

Subordinate
1

Leader

Subordinate
2

Subordinate
3

Subordinate
4

Subordinate
5

Out-Group In-Group

more mundane tasks the group must perform and not be “in the loop” insofar as 
information is being shared. They may also receive fewer rewards and overall 
weaker support from the leader.

Note in Figure 12.1 that the leader has a dyadic, or one-to-one, relationship 
with each of the five subordinates. Early in his or her interaction with a given 
subordinate, the supervisor initiates either an in-group or an out-group relation-
ship. It is not clear how a leader selects members of the in-group, but the decision 
may be based on personal compatibility and subordinates’ competence. Research 
has confirmed the existence of in-groups and out-groups. In addition, studies 
generally have found that in-group members tend to have a higher level of per-
formance and satisfaction than out-group members.3

The Hersey and Blanchard Model
Another recent situational perspective, especially popular among practicing 
managers, is the Hersey and Blanchard model. Like the leadership grid dis-
cussed in the previous chapter, this model was also developed as a consulting 
tool. The Hersey and Blanchard model is based on the notion that appropriate 
leader behavior depends on the “readiness” of the leader’s followers.4 In this 
instance, readiness refers to the subordinate’s degree of motivation, competence, 
experience, and interest in accepting responsibility. Figure 12.2 shows the basic 
model.

Figure 12.2 suggests that as the readiness of followers improves, the lead-
er’s basic style should also change. When subordinate readiness is low, for 
example, the leader should rely on a “telling” style by providing direction and 
defining roles. When low to moderate readiness exists, the leader should use a 
“selling” style by offering direction and role definition accompanied by expla-
nation and information. In a case of moderate to high follower readiness, the 
leader should use a “participating” style, allowing followers to share in decision 

Hersey and Blanchard 
model
Based on the premise 
that appropriate leader 
behavior depends 
on the “readiness” of 
the leader’s followers 
(i.e., the subordinate’s 
degree of motivation, 
competence, experience, 
and interest in accepting 
responsibility)
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making. Finally, when follower readiness is high, 
the leader is advised to use a “delegating” style 
by allowing followers to work independently with 
little or no oversight.

Refinements and Revisions  
of Other Theories

In addition to these somewhat newer models, the three dominant situational theo-
ries have also continued to undergo various refinement and revisions. For instance, 
while the version of the LPC theory presented in Chapter 11 is still the dominant 
model, researchers have made several attempts to improve its validity. Fiedler added 
the concept of stress as a major element of situational favorableness. He also argued 
that the leader’s intelligence and experience play a major role in enabling him or 
her to cope with various levels of stress that characterize any particular situation.5

The path-goal theory has also undergone major refinements over the years. 
Its original formulation included only two forms of leader behavior. A third was 

The Hersey and Blanchard model of leadership suggests that 
appropriate leader behavior depends on the “readiness” of 
the leader’s followers. This leader is explaining some things in 
a very casual and informal manner, perhaps indicating that 
the group “readiness” is high.
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Figure 12.2
The Hersey and Blanchard Theory of LeadershipThe Hersey and 

Blanchard theory 
suggests that leader 
behaviors should vary in 
response to the readiness 
of followers. This figure 
shows the nature of this 
variation. The curved 
line suggests that a 
leader’s relationship 
behavior should start 
low, gradually increase, 
but then decrease again 
as follower readiness 
increases. But the leader’s 
task behavior, shown by 
the straight line, should 
start high when followers 
lack readiness and then 
continuously diminish as 
they gain readiness.
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later added and then, most recently, the theory evolved to include the four forms 
of leader behavior discussed in Chapter 11. While there has been relatively little 
research on this theory in recent years, its intuitive logic and general research 
support make it highly likely that it will again one day emerge as a popular topic 
for research.

Finally, Vroom’s decision tree approach also continues to evolve. The ver-
sion presented in Chapter 11 was the third published version. Moreover, Vroom 
and his associates have continued to develop training and assessment materials 
to better enable managers to understand their own “natural” decision-making 
styles. In addition, there are software versions of the various models that now 
can quickly help managers determine the optimal level of participation in any 
given situation.

LEADERSHIP THROUGH THE EYES  
OF FOLLOWERS
Another perspective that has been adopted by some leadership experts focuses 
on how leaders are seen through the eyes of followers. That is, in what ways and 
to what extent is it important that followers and other observers attribute lead-
ership to others? The three primary approaches to leadership through the eyes of 
followers are transformational leadership, charistmatic leadership, and attribu-
tions of leadership.

Transformational Leadership
Transformational leadership focuses on the basic distinction between 
leading for change and leading for stability.6 According to this viewpoint, much 
of what a leader does occurs in the course of normal, routine, work-related 
transactions—assigning work, evaluating performance, making decisions, and so 
forth. Occasionally, however, the leader has to initiate and manage major change, 
such as managing a merger, creating a work group, or defining the organization’s 
culture. The first set of issues involves transactional leadership, whereas the 
second entails transformational leadership.7

Recall from Chapter 11 the distinction between management and leadership. 
Transactional leadership is essentially the same as management in that it 
involves routine, regimented activities. Closer to the general notion of leadership, 
however, is transformational leadership, the set of abilities that allows the leader 
to recognize the need for change, to create a vision to guide that change, and to 
execute the change effectively. Only a leader with tremendous influence can hope 
to perform these functions successfully. Some experts believe that change is such 
a vital organizational function that even successful firms need to change regu-
larly to avoid complacency and stagnation; accordingly, leadership for change is 
also important.8

Another hallmark of effective leadership is the ability to see which 
approach is needed. Following the death of legendary Apple cofounder and 
CEO Steve Jobs, Apple executive Tim Cook was elevated to the position of CEO. 
At the time Apple was racking in enormous profits, was becoming the most 
valuable company in the world, and had a strong and robust pipeline of new 
products and technologies in development. Hence, Cook saw little need for dra-
matic change. While he has changed a few things, such as paying shareholder 

transformational 
leadership
The set of abilities that 
allows the leader to 
recognize the need for 
change, to create a vision 
to guide that change, and 
to execute the change 
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transactional leadership
Leadership focused on 
routine, regimented 
activities
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dividends for the first time in years, Apple 
today is essentially the same as it was 
during Jobs’ tenure. On the other hand, when 
Marissa Mayer was recruited from Google to 
lead Yahoo!, the need for dramatic change was 
obvious. While Yahoo! had once been as suc-
cessful as other technology firms like Google, 
Microsoft, Apple, and Facebook, it was falling 
behind these and other high-tech giants and 
headed toward irrelevance. Consequently, she 

embarked on a series of major strategic initiatives 
in an attempt to revitalize the firm.

Leaders may also find it necessary to transition from either transforma-
tional or transactional leadership to the other. For instance, when Alan Mulally 
assumed the leadership role at Ford Motor, the firm was in desperate straits. 
Its production facilities were outmoded, its costs were too high, and its product 
line was stale and had a reputation for poor quality. Using dramatic transfor-
mational leadership, Mulally managed to completely overhaul the firm, revi-
talizing it along every major dimension and transforming it into the healthiest 
of the Big Three U.S. automakers. Indeed, while General Motors and Chrysler 
needed federal bailout funds during the recent recession, Ford was able to main-
tain operations on its own without government assistance and quickly became 
very profitable. After the transformation was complete, Mulally transitioned to a 
transactional role and continued to lead the firm toward higher revenues, mar-
ket share, and profits.9 Our Case Study examines another transformational lead-
ership example.

Charismatic Leadership
Perspectives based on charismatic leadership, like the trait concepts discussed in 
Chapter 11, assume that charisma is an individual characteristic of the leader. 
Charisma is a form of interpersonal attraction that inspires support and accep-
tance. The Understand Yourself feature can give you insights into how much cha-
risma you may have.

Charismatic leadership is accordingly a type of influence based on the 
leader’s personal charisma. All else being equal, someone with charisma is more 
likely to be able to influence others than someone without charisma. For exam-
ple, a highly charismatic supervisor will be more successful in influencing subor-
dinate behavior than a supervisor who lacks charisma. Thus, influence is again a 
fundamental element of this perspective.11

Robert House first proposed a theory of charismatic leadership based on 
research findings from a variety of social science disciplines.12 His theory sug-
gests that charismatic leaders are likely to have a lot of self-confidence, firm 

charisma
A form of interpersonal 
attraction that inspires 
support and acceptance

charismatic leadership
A type of influence based 
on the leader’s personal 
charisma

When Marissa Mayer was lured away from Google 
to become CEO at Yahoo! she was hailed as a 
transformational leader who would, hopefully, return the 
firm to its earlier glory days. Before departing Yahoo! 
in 2017 she initiated major changes and restored the 
company to productivity.
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Charismatic leadership is a form of interpersonal attraction that inspires support and 
acceptance. Dr. Martin Luther King, Jr. was considered to be a charismatic leader 
during the fight for civil rights.

confidence in their beliefs and ideals, and a strong need to influence people. They 
also tend to communicate high expectations about follower performance and to 
express confidence in their followers. Herb Kelleher, legendary CEO 
of Southwest Airlines (now retired), is an excellent example of 
a charismatic leader. Kelleher skillfully blended a unique com-
bination of executive skill, honesty, and playfulness. These 
qualities attracted a group of followers at Southwest who 
were willing to follow his lead without question and to dedi-
cate themselves to carrying out his decisions and policies with 
unceasing passion.13

Other individuals who are or were seen as charismatic 
leaders include Mary Kay Ash, Steve Jobs, Martin Luther 
King, Jr., Pope John Paul II, Condoleezza Rice, and Ted Turner. 
Unfortunately, however, charisma can also empower leaders in 
other directions. Adolf Hitler had strong charismatic qualities 
that appealed to some followers, for instance, as did Osama bin 
Laden.

CASE STUDY

When Cheryl Bachelder was named CEO of Popeyes 
Louisiana Kitchen in 2007, the company was in a 
tailspin. Guest visits had been falling for years, 
restaurant sales and profit trends were negative, and 
the company’s stock price had fallen to $13 from 
$34. The brand was stagnant, and the relationship 
between the company and its franchise owners was 
strained. To turn the company around, Bachelder lev-
eraged the power of transformational leadership to 
reinvent the company.

Bachelder made it a priority to transform the work-
place to one where employees were treated with 
respect and dignity while being challenged to perform 
at the highest level. Rigorous metrics were established 
to track progress and to keep decisions focused on 
data. Bachelder first focused her attention on the com-
pany’s restaurant owners, listening to their needs and 
responding with solutions to maintain their passion and 
engagement. Bachelder and her team found that too 
many leaders sought and wanted to stay in the spot-
light, forgetting to share some of the spotlight with 

others. Self-serving leaders were transitioned out as col-
laboration increased and employees felt more valued. 
This improved the customer experience, improving cus-
tomer loyalty. The turnaround was so successful, the 
stock quadrupled in price and Bachelder received the 
2015 Norman Award from the U.S. restaurant indus-
try, recognizing an industry executive whose leader-
ship made a significant impact on industry peers.

Questions

1. Explain how Bachelder might further exhibit a 
transformational leadership style in her role as 
CEO.

2. Which of Fiedler’s leadership styles do you 
think would be most appropriate in the situation 
Bachelder found herself when she became CEO?

3. If you were Bachelder, how might you use the 
information you learned in this chapter to con-
tinue to transform Popeyes Louisiana Kitchen 
into a high performing company with engaged 
employees?

Leading a Transformation at  
Popeyes Louisiana Kitchen10
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Charismatic leaders seem to be able to influence others with 
ease. They articulate a vision, show concern for others, have 
high expectations, and create high-performing groups and/or 
organizations. This self-assessment provides an indication of 
your charismatic potential.

Instructions: The following statements refer to characteristics 
which you may have. Please read each statement carefully and 
decide the extent to which it applies to you. Then enter that 
number in the space provided.

Rating Scale
5 To a Very Great Extent
4 To a Considerable Extent
3 To a Moderate Extent
2 To a Slight Extent
1 To Little or No Extent

___  1. My friends say I should be an actor.
___  2. I am confident in my job and social situations.
___  3. I love the stage.
___  4. When I hear music, I start to keep time with the beat.
___  5. I am often the center of attention at social functions.
___  6. I generally try to dress to make an impact or create a 

favorable impression.

___   7. When talking to close friends, I may hug or touch 
them.

___   8. I am open and curious, interested in many things.
___   9.   My friends tell me their problems and ask for my 

advice.
___ 10. I am generally assertive.
___ 11. I tend to be socially free and authentic.
___  12.  My friends expect me to take the lead in most 

situations.
___ 13.  I try to understand others’ points of view and behav-

ior rather than criticizing them.
___ 14. I try not to speak in a way that hurts others.
___ 15.  I can easily interact with people of all ages and 

sexes.
___ 16. I have a good sense of humor.
___ 17. I am noted for quick humorous responses.
___ 18. I smile easily and a lot.

Interpretation: Calculate your scores by adding the num-
bers you assigned to each statement. If your total score is 
between 72 and 90, you may have a relatively high level of 
charisma. If your total score is between 18 and 36, you may 
have relatively little charisma. If your total score is between 
37 and 71, you may have a moderate level of charisma.

U N D E R S TA N D  Y O U R S E L F
HOW CHARISMATIC ARE YOU?

Figure 12.3 portrays the three elements of charismatic leadership in orga-
nizations that most experts acknowledge today.14 First, charismatic leaders are 
able to envision likely future trends and patterns, to set high expectations for 
themselves and for others, and to model behaviors consistent with meeting those 
expectations. Next, charismatic leaders are able to energize others by demon-
strating personal excitement, personal confidence, and consistent patterns of 
success. Finally, charismatic leaders enable others by supporting them, empa-
thizing with them, and expressing confidence in them.15

Charismatic leadership ideas are quite popular among managers today 
and are the subject of numerous books and articles.16 Unfortunately, few stud-
ies have specifically attempted to test the meaning and impact of charismatic 
leadership. Lingering ethical concerns about charismatic leadership also trou-
ble some people. They stem from the fact that some charismatic leaders inspire 
such blind faith in their followers that they may engage in inappropriate, uneth-
ical, or even illegal behaviors just because the leader instructed them to do so. 
This tendency likely played a role in the unwinding of both Enron and Arthur 
Andersen as people followed orders from their charismatic bosses to hide infor-
mation, shred documents, and mislead investigators. Taking over a leadership 
role from someone with substantial personal charisma is also a challenge. For 
instance, the immediate successors to very successful charismatic football 
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coaches like Vince Lombardi (Green Bay Packers), Urban Meyer (University of 
Florida), and Tom Osborne (University of Nebraska) each failed to measure up 
to his predecessor’s legacy and was subsequently fired.

Attribution and Leadership
We discussed attribution theory back in Chapter 4 and noted then that peo-
ple tend to observe behavior and then attribute causes (and hence meaning) 
to it. There are clear implications for attribution theory and leadership, espe-
cially when leadership is framed through the eyes of followers. Basically, then, 
the attribution perspective on leadership holds that when behaviors are 
observed in a context associated with leadership, different people may attri-
bute varying levels of leadership ability or power to the person displaying 
those behaviors.

For example, suppose we observe an individual behaving confidently and 
decisively; we also observe that others are paying close attention to what this 
person says and does and that they seem to defer to and/or consult with her on 
various things. We might subsequently conclude that this individual is a leader 
because of both her behavior and the behaviors of others. However, in a different 
setting, we observe that a person seems to not be especially confident or decisive; 
we also observe that others seem relatively indifferent to what she has to say 
and that she is not routinely consulted about things. In this case we are more 
likely to assume that this person is not really a leader.

The attributions we make subsequently affect both our own behavior and 
the actual capacity of an individual to behave like a leader. For instance, suppose 
after observing the first group described above, we then become a member of that 
group; since we have attributed leadership qualities to a certain person, we are 
somewhat likely to mimic the behaviors of others and treat this person like our 
own leader. Moreover, the fact that we and others do this reinforces this person’s 
confidence in continuing the leadership role.

To further put this into perspective, assume that a group of strangers is 
trapped in an elevator. One person in the group immediately steps forward and 

attribution perspective on 
leadership
Holds that when 
behaviors are observed 
in a context associated 
with leadership, 
different people may 
attribute varying levels 
of leadership ability or 
power to the person 
displaying those 
behaviors

Source: Nadler, D. A., & Tushman, M. L. (1990, Winter). Beyond the Charismatic Leader: Leadership and Organizational 
Change, California Management Review, 70–97.

The Charismatic Leader
Figure 12.3

The charismatic leader 
is characterized by three 
fundamental attributes. 
As illustrated here, these 
are behaviors resulting in 
envisioning, energizing, 
and enabling. 
Charismatic leaders 
can be a powerful force 
in any organizational 
setting.

The Charismatic Leader

EnergizingEnvisioning Enabling

Articulating a
  compelling vision
Setting high 
  expectations
Modeling consistent
  behaviors

Demonstrating personal 
  excitement
Expressing personal
  confidence
Seeking, finding, and
  using success

Expressing personal
  support
Empathizing
Expressing confidence
  in people
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takes charge. He appears confident, has a reassuring, calming effect on others, and 
says that he knows how to call for help and what to do until that help arrives. In all 
likelihood, the others in the elevator will acknowledge his leadership, will respond 
positively to his behavior, and would later credit him with helping them get through 
the unpleasant experience. On the other hand, if in the same setting, someone tries 
to take charge but clearly lacks confidence and/or clearly exhibits ignorance of what 
to do, others will quickly pick up on this, pay little attention to what the person sub-
sequently says, and perhaps look to someone else for leadership.

The attribution perspective on leadership is especially clear during presiden-
tial campaigns. Candidates and their handlers strive to make sure that they are 
always shown in the best possible light—demonstrating confidence, being sym-
pathetic, knowing what to do, looking poised and well-groomed, and so forth. One 
context in which followers pay especially close attention to a leader’s behavior is 
during a time of crisis, particularly if followers perceive that their own best inter-
ests are directly at stake. Our Global Issues feature looks at universal versus 
culturally contingent interpretations of different leadership attributes.

ALTERNATIVES TO LEADERSHIP
Another perspective on leadership that has received considerable attention in 
recent years has focused on alternatives to leadership. In some cases, circum-
stances may exist that render leadership unnecessary or irrelevant. The factors 
that contribute to these circumstances are called leadership substitutes. In other 
cases, factors may exist that neutralize or negate the influence of a leader even 
when that individual is attempting to exercise leadership.

Leadership Substitutes
Leadership substitutes are individual, task, and organizational characteris-
tics that tend to outweigh the leader’s ability to affect subordinates’ satisfaction 

leadership substitutes
Individual, task, 
and organizational 
characteristics that 
tend to outweigh the 
leader’s ability to affect 
subordinates’ satisfaction 
and performance

G L O B A L     I S S U E S

EFFECT OF CULTURE ON PERCEPTIONS OF LEADERS’ ATTRIBUTES

Universal Positive Leader 
Attributes

Universal Negative Leader 
Attributes

Culturally Contingent Leader 
Attributes

Trustworthy Irritable Cunning

Dependable Dictatorial Sensitive

Excellence-oriented Uncooperative Evasive

Honest Ruthless Risk taker

Motivating Egocentric Ruler

Sources: Based on House, R. J., Hanges, P. J., Javidan, M., Dorfman, P. W., & Gupta, V. (2004). Culture, Leadership, 
and Organizations: The GLOBE Study of 62 Societies. London: Sage Publications; Avolio, B. J., & Dodge, G. E. (2000). 
E-Leadership: Implications for Theory, Research, and Practice. Leadership Quarterly, 11(4), 615–668.

42502_ch12_ptg01_408-431.indd   418 18/12/18   12:39 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 12 | Contemporary Views of Leadership in Organizations 419

Leadership substitutes can facilitate performance 
regardless of whether or not a leader is present. For 
example, when this emergency vehicle pulled up to the 
hospital emergency room, doctors and EMT professionals 
knew what to do without being told. Their training and 
professionalism served as substitutes for leadership.

and performance.17 In other words, if certain 
factors are present, the employee will perform 
his or her job capably without the direction 
of a leader. Unlike traditional theories, which 
assume that hierarchical leadership in one 
form or another is always important, the prem-
ise of the leadership substitute perspective is 
that leader behaviors may be irrelevant in some 
situations. Several basic leadership substitutes 
are identified in Table 12.1.

Consider, for example, what happens when an 
ambulance with a critically injured victim screeches to the door of a hospital 
emergency room. Do the ER employees stand around waiting for someone to 
take control and instruct them on what to do? The answer is obviously no—they 
are highly trained and well-prepared professionals who know how to respond, 
who to depend on, who to communicate with, how to work together as a team, 
and so forth. In short, they are fully capable of carrying out their jobs without 
someone playing the role of leader.

Individual ability, experience, training, knowledge, motivation, and profes-
sional orientation are among the characteristics that may substitute for lead-
ership. Similarly, a task characterized by routine, a high degree of structure, 
frequent feedback, and intrinsic satisfaction may also render leader behavior 
unnecessary. Thus, if the task gives the subordinate enough intrinsic satisfac-
tion, he or she may not need support from a leader.

Explicit plans and goals, rules and procedures, cohesive work groups, a 
rigid reward structure, and physical distance between supervisor and subordi-
nate are organizational characteristics that may substitute for leadership. For 
example, if job goals are explicit, and there are many rules and procedures for 
task performance, a leader providing directions may not be necessary. Research 
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Substitutes and Neutralizers for Leadership
Table 12.1

Individual Group
Individual professionalism
Motivation
Experience and training
Indifference to rewards

Group norms
Group cohesiveness

Job Organization
Structured/automated  
Highly controlled  
Intrinsically satisfying
Embedded feedback

Rigid procedures and rules
Explicit goals and objectives
Rigid reward system
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has provided support for the concept of leadership substitutes, but additional 
research is needed to identify other potential substitutes and their impact on 
leadership effectiveness.18

Leadership Neutralizers
In other situations, even if a leader is present and attempts to engage in var-
ious leadership behaviors, those behaviors may be rendered ineffective—
neutralized—by various factors. These factors are referred to as leadership 
neutralizers. Suppose, for example, that a relatively new and inexperienced 
leader is assigned to a workgroup composed of very experienced employees 
with long-standing performance norms and a high level of group cohesiveness. 
The norms may dictate acceptable but not high performance, and the leader 
may be powerless to improve things because the group is so cohesive. Or the 
norms may call for very high performance, such that even a bungling and inef-
fective leader cannot cause any damage. In both cases, however, the process 
is the same; that is, the leader’s ability to alter the situation is neutralized by 
elements in that situation.

In addition to group factors, elements of the job itself may also limit a lead-
er’s ability to “make a difference.” Consider, for example, employees working on 
a moving assembly line. Employees may only be able to work at the pace of the 
moving line, so performance quantity is constrained by the speed of the line. 
Moreover, if performance quality is also constrained (say, by simple tasks and/or 
tight quality control procedures), the leader may again be powerless to influence 
individual work behaviors.

Finally, organizational factors can also neutralize at least some forms 
of leader behavior. Suppose a new leader is accustomed to using merit pay 
increases as a way to motivate people. But in his or her new job, pay increases 
are dictated by union contracts and are based primarily on employee seniority 
and cost of living. Or suppose that an employee is already at the top of the 
pay grade for his or her job. In either case, the leader’s previous approach to 
motivating people has been neutralized and so new approaches will have to be 
identified.

THE CHANGING NATURE OF LEADERSHIP
Various alternatives to leadership aside, though, many settings still call for at 
least some degree of leadership, although the nature of that leadership continues 
to evolve.19 Among the recent changes in leadership that managers should recog-
nize are the increasing role of leaders as coaches and gender and cross-cultural 
patterns of leader behavior.

Leaders as Coaches
We noted in Chapter 7 that many organizations today are using teams. And 
many other organizations are attempting to become less hierarchical—that is, 
to eliminate the old-fashioned command-and-control mentality often inherent 
in bureaucratic organizations and to motivate and empower individuals to work 
independently. In each case, the role of leaders is also changing. Whereas leaders 
were once expected to control situations, direct work, supervise people, closely 
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monitor performance, make decisions, and structure activities, many 
leaders today are being asked to change how they manage people. 
Perhaps the best description of this new role is that the leader is 
becoming a coach instead of an overseer or supervisor.20

Consider the metaphor from the standpoint of the coach of an ath-
letic team. The coach plays a role in selecting the players for the team 
and deciding on the general direction to take (such as emphasizing 
offense versus defense). The coach also helps develop player talent and 
teaches them how to execute specific plays. But at game time, the coach 
stays on the sidelines; it’s up to the players themselves to execute plays 
and get the job done. And while the coach may get some of the credit for 
the victory, he or she didn’t actually score any of the points.

Likewise, then, from the standpoint of an organizational leader, a 
coaching perspective would call for the leader to help select team mem-
bers and other new employees, to provide some general direction, to help 
train and develop the team and the skills of its members, and to help the 
team get the information and other resources it needs. The leader may 
also have to help resolve conflict among team members and mediate other dis-
putes that arise. And coaches from different teams may need to play important 
roles in linking the activities and functions of their respective teams. But beyond 
these activities, the leader keeps a low profile and lets the group get its work 
done with little or no direct oversight from the leader.

Of course, some managers long accustomed to the traditional approach 
may have trouble changing to a coaching role. But others seem to make the 
transition with little or no difficulty. Moreover, companies such as Texas 
Instruments, Halliburton, and Yum! Brands have developed very successful 
training programs to help their managers learn how to become better coaches. 
Within the coaching role, some leaders have also excelled at taking on more 
responsibilities as a mentor—the role of helping a less experienced person 
learn the ropes to better prepare himself or herself to advance within the orga-
nization. Texas Instruments has maintained a very successful mentoring pro-
gram for years.

Gender and Leadership
Another factor that is clearly changing the nature of leadership is the growing 
number of women advancing to higher levels in organizations. Given that most 
leadership theories and research studies have focused on male leaders, develop-
ing a better understanding of how females lead is clearly an important next step. 
For example, do women and men tend to lead differently? Some early research 
suggests that there are indeed fundamental differences in leadership as prac-
ticed by women and men.21

For instance, in contrast to original stereotypes, female leaders are not nec-
essarily more nurturing or supportive than are male leaders. Likewise, male 

mentor
Role of helping a less 
experienced person 
learn the ropes to better 
prepare for career 
success

Leaders are increasingly being called upon to serve as coaches rather than 
supervisors. Just as this football coach is giving direction to his players, so too 
are managers facilitating the work of their subordinates rather than supervising 
and controlling their performance.
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As more and more women assume high-profile 
leadership positions experts have asked whether women 
lead differently than do men. While few meaningful 
differences have been identified, this question will 
undoubtedly continue to be raised. The issue, of course, 
is not whether one gender leads “better” than the other, 
but simply if there are differences. Sheryl Sandberg, 
COO of Facebook, has demonstrated high levels of 
leadership effectiveness.

leaders are not systematically more harsh, con-
trolling, or task focused than are female lead-
ers. The one difference that does seem to arise 
in some cases is that women have a tendency 
to be slightly more democratic in making deci-
sions, whereas men have a similar tendency to be 
somewhat more autocratic.22

There are two possible explanations for this 
pattern. One possibility is that women may tend to have stronger interper-
sonal skills than men and are hence better able to effectively involve others in 
making decisions. Men, on the other hand, may have weaker interpersonal skills 
and thus have a tendency to rely on their own judgment. The other possible 
explanation is that women may encounter more stereotypic resistance to their 
occupying senior roles. If this is the case, they may actively work to involve oth-
ers in making decisions so as to help minimize any hostility or conflict. Clearly, 
however, much more work needs to be done in order to better understand the 
dynamics of gender and leadership. It is obvious, of course, that high-profile and 
successful female leaders such as Hillary Clinton (former Secretary of State), 
Marissa Mayer (CEO of Yahoo!), Indra Nooyi (CEO of PepsiCo), and Sheryl 
Sandberg (COO of Facebook) are demonstrating the effectiveness with which 
women can be truly exceptional leaders.

Cross-Cultural Leadership
Another changing perspective on leadership relates to cross-cultural issues. In 
this context, culture is used as a broad concept to encompass both international 
differences and diversity-based differences within a single culture. However, we 
will examine international differences in the next section, so at this point, we 
focus first on intra-country cultural issues. And actually, given our previous dis-
cussions of diversity, social interactions, and so forth, the extension of these top-
ics to cross-cultural leadership should be obvious.

For instance, cross-cultural factors clearly play a growing role in organi-
zations as their workforces become more and more diverse. Most leadership 
research, for instance, has been conducted on samples or case studies involving 
white male leaders. But as African Americans, Asian Americans, Hispanics, and 
members of other ethnic groups achieve more and more leadership positions, it 
may be necessary to reassess how applicable current theories and models of lead-
ership are when applied to an increasingly diverse pool of leaders.

Religion is also a potential issue in leadership. A Jewish or Christian leader, 
for example, leading a group with Islamist members may face a variety of com-
plex issues; and, of course, those issues would also exist if the roles were reversed. 
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International leadership is becoming more and more 
important. This Saudi Arabian manager has just been 
promoted to lead a new team. Both he and his team members 
will need to be aware of cultural differences both among team 
members and between team members and their new leader.

There are cross-cultural issues even when leaders and followers have less visible 
indicators of diversity. A manager who has spent his or her entire career in, say, 
Texas or Alabama will likely face some adjustment issues if promoted to a lead-
ership position in New York or San Francisco.

International Leadership and Project GLOBE
Cross-cultural issues are also obvious in international contexts. For instance, 
when a Japanese firm sends an executive to head up the firm’s operation in the 
United States, that person will likely need to become acclimated to the cultural 
differences that exist between the two countries and consider adjusting his or 
her leadership style accordingly. Japan is generally characterized by collectivism, 
while the United States is based more on individualism. The Japanese executive, 
then, will find it necessary to recognize the importance of individual contribu-
tions and rewards and the differences in individual and group roles that exist 
in Japanese and U.S. businesses. And, obviously, similar issues will result if an 
American leader is posted to Asia.

To learn more about international leadership, a global team of researchers 
has been working on a series of studies under the general heading of Project 
GLOBE (Global Leadership and Organizational Behavior Research Project). 
GLOBE was initiated by Robert House, and research is still being conducted 
under its auspices.23 GLOBE identified six leader behaviors that can be observed 
and assessed across a variety of cultures. These behaviors are:

 (1) Charismatic/value-based leadership: the ability to inspire, to motivate, and 
to promote high performance; includes being visionary, self-sacrificing, trust-
worthy, decisive, and performance oriented.

 (2) Team-oriented leadership: emphasizes team building and creating a sense of 
common purpose; includes being collaborative, diplomatic, and administra-
tively competent.

 (3) Participative leadership: the extent to which leaders involve others in mak-
ing decisions; includes being participative and nonautocratic.

 (4) Humane-oriented leadership: being supportive, considerate, compassionate, 
and generous; includes displaying modesty and sensitivity.

 (5) Autonomous leadership: being indepen-
dent and individualist; includes being 
autonomous and unique.

(6)  Self-protective leadership: behaviors 
intending to ensure the safety and secu-
rity of the leader and the group; includes 
being self-centered, status conscious, con-
flict inducing, and face saving.
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These behaviors have been—and are being—studied in sixty-two global soci-
eties. These societies are mostly separate countries, but when there are markedly 
different societies with a country (such as black and white South Africa), each 
is examined separately. Based on the preliminary results, the original sixty-two 
societies were condensed into ten cultural clusters—societies that yielded highly 
similar results to one another. For instance, the Nordic Europe cluster includes 
Finland, Sweden, Denmark, and Norway, and the Southern Asia cluster consists 
of India, Indonesia, Malaysia, Thailand, and Iran.

In general, the findings of GLOBE suggest that within any cultural clus-
ter, followers react in similar ways to various leader behaviors. For example, 
employees in Nordic Europe generally want their leaders to be inspiring and 
to involve others in decision making but are less concerned with status and 
similar self-centered attributes. Therefore, charismatic/value-based and partic-
ipative leadership are most important and humane-oriented and self-protective 
leadership are least important. In Southern Asia, however, most employees want 
their leaders to be collaborative, sensitive to other people’s needs, and concerned 
with status and face saving. Consequently, self-protective and charismatic/val-
ue-based leadership are most important in these countries, while autonomous 
and participative leadership are least important.24 Of course, as noted earlier, 
this research is still ongoing, and it would be premature to draw overly strong 
generalizations at this point.

EMERGING ISSUES IN LEADERSHIP
Finally, there are also three emerging issues in leadership that warrant dis-
cussion. These issues are strategic leadership, ethical leadership, and virtual 
leadership.

Strategic Leadership
Strategic leadership is a new concept that explicitly relates leadership to the role 
of top management.25 We will define strategic leadership as the capability to 
understand the complexities of both the organization and its environment and to 
lead change in the organization so as to achieve and maintain a superior align-
ment between the organization and its environment. In some ways, then, stra-
tegic leadership may be seen as an extension of the transformational leadership 
role discussed earlier. However, this recent focus has more explicitly acknowl-
edged and incorporated the importance of strategy and strategic decision mak-
ing. That is, while both transformational and strategic leadership include the 
concept of change, transformational leadership implicitly emphasizes the ability 
to lead change as the central focus. Strategic leadership, on the other hand, puts 
greater weight on the leader’s ability to think and function strategically.

To be effective in this role, a manager needs to have a thorough and complete 
understanding of the organization—its history, its culture, its strengths, and 
its weaknesses. In addition, the leader needs a firm grasp of the organization’s 
environment. This understanding must encompass current conditions and 
circumstances as well as significant trends and issues on the horizon. The 
strategic leader also needs to recognize how the firm is currently aligned with 
its environment—where it relates effectively with that environment, and where 

strategic leadership
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it relates less effectively. Finally, looking at environmental trends and issues, the 
strategic leader works to improve not only the current alignment but also the 
future alignment.

Marissa Mayer (CEO of Yahoo!), A. G. Lafley (retired CEO of Procter & 
Gamble), and Howard Schultz (CEO of Starbucks) have all been recognized as 
strong strategic leaders. Reflecting on the dramatic turnaround he led at Proctor 
& Gamble, for instance, Lafley commented, “I have made a lot of symbolic, 
very physical changes so people understand we are in the business of leading 
change.” On the other hand, Raymond Gilmartin (former CEO of Merck), Scott 
Livengood (former CEO of Krispy Kreme), and Jurgen Schrempp (former CEO of 
DaimlerChrysler) have been singled out for their poor strategic leadership (and 
note the consistent description of “former”!).

Ethical Leadership
Most people have long assumed that top managers are ethical people. But in the 
wake of recent corporate scandals at firms such as Lehman Brothers, Toyota, BP, 
and Goldman Sachs, faith in top managers has been shaken. Hence, perhaps now 
more than ever, high standards of ethical conduct are being held up as a prereq-
uisite for effective leadership. More specifically, top managers are being called 
upon to maintain high ethical standards for their own conduct, to unfailingly 
exhibit ethical behavior, and to hold others in their organizations to the same 
standards. Ethical leadership, then, is the process of leading based on consis-
tent principles of ethical conduct.

The behaviors of top leaders are being scrutinized more than ever, and those 
responsible for hiring new leaders for a business are looking more and more 
closely at the backgrounds of those being considered. The emerging pressures 
for stronger corporate governance models are likely to further increase the 

ethical leadership
The process of leading 
based on consistent 
principles of ethical 
conduct

I M P R OV E  Y O U R  S K I L L S
NETIQUETTE TIPS FOR MANAGERS

Virtual leadership is becoming increasingly prevalent today. 
But leaders should still adhere to certain rules of communica-
tion even if electronic media are available. Here are a few 
suggested tips:

• Never use email to fire employees or deliver bad 
news. Because it contains no body language, facial 
expression, and intonation, email is the worst way to 
deliver bad news to employees. A one-on-one meeting 
is better.

• Do not use email to discuss an employee’s performance 
with other managers. Hold these discussions privately.

• Be careful when writing email messages. Like written 
performance reviews and other documents, emails can 
be subject to discovery and subpoena. Email is also 

not always secure, and sometimes unintended readers 
receive confidential information.

• Do not rely on email to the exclusion of personal contact. 
Even in the age of IT, relationship skills are the heart of 
long-term business success. Supplement our emails with 
periodic face-to-face staff, customer, and supplier meet-
ings, even if they must occur through videoconferencing.

• Do not use email when there is any chance of the mes-
sage being misunderstood. Use a telephone call or a 
face-to-face meeting if a message is complex, technical, 
or in any danger of being misinterpreted.

Source: Flynn, N. (2001). The E-policy Handbook: Designing and Implementing 
Effective E-mail, Internet, and Software Policies. Copyright 2001 by AMACOM 
BOOKS. Reproduced with permission of AMACOM BOOKS in the formats text-
book and other books via Copyright Clearance Center.
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commitment to select only those individuals with high ethical standards for lead-
ership positions in business and to hold them more accountable than in the past 
for both their actions and the consequences of those actions.26

Virtual Leadership
Finally, virtual leadership is also emerging as an important issue for organiza-
tions. In earlier times, leaders and their employees worked together in the same 
physical location and engaged in personal (i.e., face-to-face) interactions on a reg-
ular basis. But in today’s world, both leaders and their employees may work in 
locations that are far from one another. Such arrangements might include people 
who telecommute from a home office one or two days a week and people who actu-
ally live and work far from company headquarters and see one another in per-
son only very infrequently. Virtual leadership, therefore, is leadership via various 
forms of distance technologies.

How, then, do managers carry out leadership when they do not have reg-
ular personal contact with their followers? And how do they help mentor and 
develop others? Communication between leaders and their subordinates will still 
occur, of course, but it may be largely by telephone, texting, and email. Hence, one 
implication may be that leaders in these situations simply need to work harder 
at creating and maintaining relationships with their employees that go beyond 
simply words on a computer screen. While nonverbal communication such as 
smiles and handshakes may not be possible online, managers can instead make 
a point of adding a few personal words in an email (whenever appropriate) to 
convey appreciation, reinforcement, or constructive feedback. Building on this, 
managers should then also take advantage of every single opportunity whenever 
they are in face-to-face situations to go further than they might have done under 
different circumstances to develop a strong relationship.

But beyond these simple prescriptions, there is no theory or research to guide 
managers functioning in a virtual world. Hence, as electronic communications 
continue to pervade the workplace, researchers and managers alike need to work 
together to help frame the appropriate issues and questions regarding virtual 
leadership and then collaborate to help address those issues and answer those 
questions.27

SUMMARY AND APPLICATIONS

The LMX of leadership stresses the importance of variable relationships between 
supervisors and each of their subordinates. Each superior–subordinate pair is referred 
to as a “vertical dyad.” The Hersey and Blanchard model argues that appropriate 
leader behavior depends on the subordinate’s degree of motivation, competence, expe-
rience, and interest in accepting responsibility. In addition to these somewhat newer 
models, the three dominant situational theories have also continued to undergo vari-
ous refinements and revisions.

There are three primary approaches to leadership through the eyes of follow-
ers. Transformational leadership focuses on the basic distinction between leading 
for change and leading for stability. Perspectives based on charismatic leadership 
assume that charisma is an individual characteristic of the leader. Charisma is a 
form of interpersonal attraction that inspires support and acceptance. The attribu-
tion perspective holds that when behaviors are observed in a context associated with 

virtual leadership
Leadership via distance 
technologies
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leadership, others may attribute varying levels of leadership ability or power to the 
person displaying those behaviors.

Another perspective on leadership that has received considerable attention in 
recent years has focused on alternatives to leadership. In some cases, circumstances 
may exist that render leadership unnecessary or irrelevant. The factors that contrib-
ute to these circumstances are called leadership substitutes. In other cases, factors 
may exist that neutralize or negate the influence of a leader even when that individ-
ual is attempting to exercise leadership.

The nature of leadership continues to evolve. Among recent changes in leader-
ship that managers should recognize is the increasing role of leaders as coaches. 
The most frequent instance of this arrangement is when an organization uses 

As the world’s largest aerospace company, Boeing’s 

mission is to connect, protect, explore, and inspire 

the world. Its leader Dennis Muilenburg knows that 

Boeing’s employees’ collaboration, innovation, and 

passion are key to Boeing’s continued success, and he 

works tirelessly to keep Boeing’s core values including 

integrity, quality, safety, diversity, and trust integral to 

the work employees do and at the center of Boeing’s 

vision. Muilenburg feels that there is no trade-off 

between what employees do and how they do it and 

keeps his employees focused on Boeing’s values and 

ethical behavior. To do this, employees receive year-

round reminders to discuss what it means to work eth-

ically and compliantly as well as tools to enable them 

to perform their jobs that way. All senior leaders are 

expected to have the courage to do the right thing and 

stay true to Boeing’s values. Leading with the utmost 

integrity and excellence is so important to Muilenburg 

that he led the creation of a set of Boeing Behaviors 

to give all employees a simple, unifying set of expec-

tations about how they should work and interact with 

each other.

Muilenburg travels with his bicycle to Boeing’s facil-

ities around the world and allows any employee who 

wants to ride with him to do so. Thousands of employ-

ees have taken him up on the offer, which underscores 

his authenticity and accessibility and reinforces Boeing’s 

core values. In addition, Muilenburg personally leads 

a companywide discussion at Boeing’s annual ethics 

training that incorporates real situations that highlight 

ethical dilemmas and outcomes.

By all conventional measures, including revenues, 

earnings, and operating cashflow, Dennis Muilenburg 

has outperformed expectations at Boeing. His superior 

results every quarter have helped elevate the company’s 

share price and his vision for Boeing extends decades 

into the future. His commitment to an open and ethical 

culture is certainly a foundation of Boeing’s success.

REAL-WORLD RESPONSE
ETHICAL LEADERSHIP AT BOEING28
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self-managing teams. Gender differences in leader behavior are also becoming 
more important, especially given the increasing numbers of women advancing up 
the organizational ladder. Cross-cultural patterns of leadership both between and 
within national boundaries are also taking on growing importance. Project GLOBE 
is shedding new light on international leadership.

Finally, there are three emerging issues in leadership. Strategic leadership is 
a new concept that explicitly relates leadership to the role of top management. In 
addition, leaders in all organizations are being called upon to maintain high ethical 
standards for their own conduct, to unfailingly exhibit ethical behavior, and to hold 
others in their organizations to the same standards. The growing importance of vir-
tual leadership needs to be further studied.

DISCUSSION QUESTIONS

 1. Compare and contrast the leader–member exchange and the Hersey and 
Blanchard models of leadership.

 2. Are you now or have you ever been a member of an in-group? An out-group? 
If so, in what ways did your experiences differ?

 3. Which of the three traditional situational theories discussed in this chapter 
is most similar to the leader–member exchange model? To the Hersey and 
Blanchard model?

 4. Identify an individual who could serve as an example of a transformational 
leader. How successful or unsuccessful has this person been?

 5. Name the three people today whom you consider to be the most charismatic. 
How well do they or might they function as leaders?

 6. In your opinion, is it possible for someone with little or no charisma to become 
charismatic? If so, how? If not, why?

 7. Have you ever made direct leadership attributions about someone based on 
the context in which you observed them?

 8. What are some of the substitutes and neutralizers to leadership that might 
exist in your classroom?

 9. Do you believe that men and women differ in how they lead? If so, what are 
some of the factors that might account for the differences?

10. In what ways does strategic leadership differ from “non-strategic”leadership?
11. Some people have held that highly successful managers and leaders all face situ-

ations in which they cannot be entirely truthful and still succeed. For instance, a 
politician who personally believes that a tax increase is inevitable may feel that 
to fully disclose this belief will result in a significant loss of votes. Do you agree or 
disagree with the idea that sometimes people cannot be entirely truthful and still 
succeed?

UNDERSTAND YOURSELF EXERCISE

Understanding Leadership Substitutes  
and Neutralizers
Identify four jobs, two that appear to be relatively simple (perhaps a custodian 
or a fast-food cook) and two that appear to be much more complex (such as 
an airline pilot or software engineer). For each job, identify as many potential 
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leadership substitutes and neutralizers as possible. Now, consider the following 
questions:

 1. To what extent did your own experiences affect how you performed this 
exercise?

 2. Are there some jobs for which there are no substitutes for leadership? Provide 
examples.

 3. Should managers actively seek substitutes for leadership? Why or why not?

GROUP EXERCISE

Who Are the Leaders?
This exercise offers you an opportunity to compare your concepts with those of 
others in your class about who leaders are. Your assignment is to first work alone 
and make a list of ten very effective leaders—individuals whom you think most 
everyone would recognize as leaders. Then in small groups, share and discuss 
your lists, addressing the following two questions.

 1. Were the same leaders on more than one student’s list?
 2. What, if anything, do these individuals have in common—education, indus-

try, type of jobs held, family history, etc.?

Now have each group agree on a list of ten leaders, and share those group 
lists with the entire class. What, if anything, do the leaders on the various group 
lists have in common? If any leader appears to be radically different from the 
others, discuss what sets that person apart from other leaders and yet makes 
him or her one of the best-known leaders.

If time allows, try repeating the exercise with the possibilities narrowed, 
for example, females, Native Americans, minorities, managers/executives, poli-
ticians, religious leaders, non-U.S. leaders, or leaders from a particular industry. 
What additional information do you learn from this?
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After studying this chapter, you should be able to:

1 Identify and describe different kinds of position and personal power.

2 Discuss how individuals and groups obtain and use power.

3 Discuss influence and describe which influence tactics are the most and least effective.

4 Describe some of the factors that influence political behavior in organizations and the 
role of impression management in power and influence.
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L E A R N I N G 
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REAL-WORLD CHALLENGE

INFLUENCING ACCEPTANCE OF CHANGE  
AT CHURCH & DWIGHT1

The Church & Dwight Company, founded in 1846, is a leading consumer packaged goods 

company headquartered in Princeton, New Jersey. With subsidiary locations around the 

world, Church & Dwight’s brands include Arm & Hammer, Trojan, and OxiClean.

After a corporate review of its business, company leaders realized that without suc-

cessful new product launches, the company would lack organic growth. To spur the 

creation of significant, consumer-meaningful products and to effectively market them 

worldwide, the company created a new strategic plan focused on generating consistent 

organic growth.

One key part of the new strategy was splitting the marketing department into two par-

allel marketing organizations. One marketing group would now focus on new products 

and the other would focus on the base marketing of the company’s current brands to best 

execute the company’s new strategy.
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434 PART 4 | Leadership and Influence Processes in Organizations

Although Church & Dwight’s leaders knew that this was the right strategy 
for the company, an important obstacle remained. Most marketing employees felt 
that the most exciting part of their job was new product development. The com-
pany’s marketing professionals enjoyed doing market research, spending time 
with consumers, and working on new product ideas. Under the new structure, 
base marketing employees would have to give this up and become responsible 
for what many saw as the more mundane, tactical execution of base marketing. 
Managers at Church & Dwight knew that its marketing talent drives the compa-
ny’s performance and wanted to keep them engaged.

Church & Dwight’s leaders ask you for advice on how to best influence its 
key marketing talent to support the new strategy and embrace their new respon-
sibilities. After reading this chapter, you should have some good ideas.

The word power often conjures up a variety of images, ideas, and thoughts, 
some good and some bad. When used effectively, power and influence are essen-
tial to every manager’s performance. When used inappropriately, though, power 
can result in unethical behavior and can be damaging to employees and organi-
zations alike. Effectively using power and influence is a skill, and misusing either 
can quickly derail your career. Conflict in organizations is often about power and 
influence, and the way power is manifested in the organization and across work-
groups. Understanding what power and influence are and how to effectively use 
them will enhance your success in any organization.

Politics is closely related to power and influence. In addition to impacting 
your own success as a manager, organizational politics is important to under-
stand due to its potential effects—positive and negative—on firm performance.2 
In this chapter, we discuss the nature of power, influence, and politics. After 
reading this chapter, you should have a good idea of how to effectively use them 
in advancing your career and managing more effectively.

POWER IN ORGANIZATIONS
Power refers to a person’s or group’s potential to influence another person or 
group to do something that would not otherwise have been done.3 Power can be 
held by individuals as well as by groups. Interestingly, people tend to behave 
differently when they gain power. Although some people use power altruistically, 
others use it for more selfish motives.4

Noted scholar David McClelland initially expected effective leadership to be 
grounded in the need to achieve, but he found that the real driver of a lead-
er’s performance was the leader’s need for power,5 or the desire to control and 
influence others or to be responsible for others (recall that we introduced and 
discussed the need for power in Chapter 5). He found that an individual’s power 
need could be directed positively if the leader could postpone immediate grat-
ification and not act impulsively. He later called this the leadership motive 
pattern: a high need for power (with high impulse control) and a low need for 
affiliation.6 The leadership motive pattern is grounded in a need for power and is 
generally associated with high managerial performance.

Most experts generally agree that there are seven types of power. These are 
summarized in Table 13.1. Legitimate, reward, and coercive powers come from the 
position one holds in an organization. The levels of these powers are greater for 
employees in high organizational levels. Expert, informational, referent, and per-
suasive powers are types of personal powers. The levels of these powers depend on 
characteristics unique to each person. We next discuss these sources of position and 
personal power in greater detail and provide tips on using them most effectively.

power
A person’s or group’s 
potential to influence 
another person’s or 
group’s behavior

need for power
Wanting to control and 
influence others, or to be 
responsible for others

leadership motive pattern
A high need for power 
(with high impulse 
control) and a low need 
for affiliation
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Position Power
Managers’ power stems in part from organizational authority. Managers typi-
cally have formal authority because of their position, which gives them a legiti-
mate right to ask employees to do things that are part of their job descriptions. 
Organizational authority gives a manager position power, which is power based 
on one’s position in the organization. For example, the president of a company, dean 
of a school, or manager of a sports team has certain forms of control that come with 
each position. We next discuss the three types of position power: power due to one’s 
job, power due to control over rewards, and power due to control over punishments.

Legitimate Power
Legitimate power is a form of position power based on a person’s holding a 
managerial position rather than anything the manager is or does as a person.7 
Legitimate power is the formal authority the firm gives a manager to hire new 
employees, assign work, monitor employees’ work, and enforce organizational 
rules. Subordinates comply because they believe that the managerial position 
gives the manager the right to make certain requests of them. For example, 
nurses will show up for their shifts as assigned by a super-
visor, even if those shifts are not those they prefer. 
Because the scheduling manager has the legiti-
mate power to assign shifts, employees accept the 
final work schedule.

In using legitimate power effectively, it is import-
ant to follow the proper channels of communication 
and to be responsive to subordinates’ concerns. Your 
requests should be made politely but confidently, and 
your authority to make the request should be clearly 
communicated.

position power
Based on one’s position 
in the organization 
influence tactics

legitimate power
A position power based 
on a person’s holding of 
the managerial position 
rather than anything the 
manager is or does as a 
person

Types of Power
Table 13.1

Legitimate Power due to the position of authority held

Reward Power due to control over rewards

Coercive Power due to control over punishments

Expert Power due to control because of knowledge, skills, or expertise

Informational Power due to control over information

Referent Power due to control because subordinates respect, admire, and 
identify with the leader

Persuasive Power due to the ability to use logic and facts to persuade
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Legitimate power is a form of position power based on a 
person’s holding a managerial position rather than anything 
the manager is or does as a person. For instance, in this 
organizational chart the Marketing Manager has legitimate 
power over the Sales Team and the Accounting Manager 
has legitimate power over the Accounting Team. The 
General Manager, in turn, has legitimate power over the 
Marketing Manager and the Accounting Manager and, by 
extension, over the Sales Team and the Accounting Team.
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Reward Power
Reward power is position power that 
involves the use of both tangible (e.g., pay 
raises or preferred work assignments) and 
intangible (e.g., praise) rewards to influence 
and motivate followers.8 Students comply 
with instructor instructions and deadlines 
because they want to receive the reward of a 
good grade. Rewards are one of the strongest 
tools used by managers to inspire high per-
formance. This chapter’s Real-World Response 
describes how Church & Dwight used reward 

power to influence its marketing talent to embrace 
the changes made to their job responsibilities.

Because rewards are such strong motivators, it is important to monitor the 
positive and negative impacts they have on employee behavior. For example, 
the manager of a hair salon wanted to motivate his stylists to sell more beauty 
products. The manager began offering a monthly prize to the stylist who sold 
the most products. Because one stylist’s customers always tended to buy more 
products than did the other stylists’ customers, the other stylists felt that there 
was no way they could win the prize. Rather than trying harder to sell prod-
ucts, they stopped trying at all, and overall product sales and revenues actually 
fell. Clearly, if rewards are improperly used, they can decrease the motivation 
of employees who do not expect to receive them. To effectively use your reward 
power, offer attractive rewards (which may differ across employees), make rea-
sonable requests, and ensure that the rewards you offer are viewed as ethical 
and not as bribes.

Coercive Power
If a manager has the ability to punish subordinates, he or she can use position 
power to “coerce” subordinates to comply out of fear or because people want 
to avoid being punished. This is coercive power. Punishment could be any 
undesired or negative consequence, including a reduction in work hours, being 
assigned to work an undesirable shift, or a written or verbal reprimand. If an 
instructor threatens to deduct points from a paper assignment for poor grammar, 
this is the use of coercive power.

Threatening punishment can have negative side effects on employees, includ-
ing stress, resentment, decreased morale, and retaliation9 and can even cost the 
manager his or her job if used improperly. William J. Fife, former CEO of Giddings 
and Lewis, a company that manufactures factory equipment, was fired because of 
his abuse of coercive power. Fife destructively used punishments such as verbally 
criticizing, attacking, and embarrassing top managers in meetings. After investi-
gating managers’ complaints, the board of directors asked Fife to resign.10

Although it can produce behavior change, use coercion only when absolutely 
necessary—for example, if an employee is engaging in unsafe, unethical, or ille-
gal behaviors. Informing subordinates about rules and punishments for violations, 

reward power
A position power that 
involves the use of 
rewards to influence and 
motivate followers

coercive power
A position power based 
on fear or a desire to 
avoid punishment
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Reward power involves the use of rewards to 
influence and motivate people in the organization. 
This manager, for instance, is using reward power 
by giving a member of the organization recognition 
for being an outstanding performer.
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giving subordinates sufficient warning prior 
to the punishment and giving them a chance 
to improve, and using punishment only when 
you are certain of a violation help to decrease 
employee resentment and retaliation. To most 
effectively use coercive power, it is also important 
to administer appropriate punishment promptly 
and consistently, avoid appearing hostile, and give 
warnings and punishment notifications in private.

Personal Power
It is also important to note that position power does not guarantee that employ-
ees will fully cooperate with you. For example, employees of an unpopular super-
visor may do the minimum amount possible to meet the requirements of their 
jobs. A manager’s ability to influence others to give their full effort depends on 
the power or capability he or she has to influence other people’s behavior or atti-
tudes. Personal influence gives a manager personal power, which is based on 
the characteristics of that individual and stays with the individual regardless 
of where that person works. We next discuss the four types of personal power 
that are based on a person’s unique characteristics and that are independent of 
one’s formal position in an organization: power based on an individual’s exper-
tise, power due to control over information, power based on the respect of others, 
and power due to the ability to persuade.

Expert Power
Expert power is based on an individual’s expertise in some area.11 When Warren 
Buffet, nicknamed the “Sage of Omaha,” speaks on the economy, 
for example, many people listen intently to 
what he has to say. People respond to expert 
power because of their belief in the person’s 
knowledge, skills, or expertise. For example, 
some sales managers may have specialized 
knowledge of certain market segments or 
customers, giving them expert power among 
other managers and employees.

personal power
Based on the person’s 
individual characteristics, 
stays with a person 
regardless of his or her 
job or organization

expert power
A personal power 
based on an individual’s 
knowledge or expertise

Coercive power is based on fear or a desire to 
avoid punishment. It is often displayed by managers 
who yell at or berate their subordinates. This senior 
manager is using coercive power to criticize one of his 
subordinates, but everyone in the room seems to be 
affected by it.
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Expert power is based on an individual’s knowledge or 
expertise. This technician is showing a new colleague 
how to perform a task. The knowledge that he possesses 
about how to perform this task gives him expert power. Of 
course, once the new colleague masters the task himself, 
the expert power of the first technician is diminished.
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Because an individuals’ knowledge is the foundation of expert power, it is a 
personal power and can exist at any level in an organization. To enhance your 
own expert power, try to identify the technical expertise that is important in 
your organization. Then enhance your own expertise in this area through formal 
training or on-the-job learning. Become an expert in your company’s industry, 
products, services, and systems. Maintaining credibility by telling the truth, act-
ing confident, and staying current in your field will also enhance others’ percep-
tions of your expert power.

Informational Power
Control over information is informational power. In addition to experts with 
specialized knowledge, some people in an organization have or are able to control 
access to important information. These gatekeepers are able to exert power over 
others by providing or withholding information that others need. For example, 
managers with extensive personal networks may have access to information few 
others have. Once shared, however, the informational power that knowledge pro-
vided is lost. Managers who depend on informational power must therefore con-
tinually replenish their supply of hard-to-get information.

Referent Power
Referent power is another type of personal power based on a manager’s cha-
risma or attractiveness to others. Subordinates see the manager as a role model 
and comply out of respect, admiration, and liking. They behave as the manager 
does and wants because they seek his or her approval.12 Consistent ethical 
behavior can increase your reputation and thus your referent power.

Referent power is not limited to high-visibility leaders. All managers can 
use referent power effectively by displaying respect for subordinates, modeling 
behaviors consistent with the organization’s culture, and being effective role 
models. By consistently “walking the walk” and “talking the talk,” managers can 
use their referent power to promote the attitudes and behaviors they desire in 
employees. For example, when Walmart founder Sam Walton was worth more 
than $25 billion, he still drove his own old pickup truck to work. His modeling of 
frugality permeated the company and promoted the behaviors and values that 
helped make Walmart consistently profitable.13

Persuasive Power
Persuasive power is due to the ability to use logic and facts to persuade others 
to adopt one’s ideas or perspectives. Good listening skills and identifying and 
appealing to the goals and motivations of the other person can enhance your 
persuasive power.

USING POWER
It is important to adjust your use of power to the situation and person you are 
trying to influence. Because the effects of referent and expert power rely on 
the employee’s internal motivation and voluntary compliance, they are always 
appropriate. However, these types of power are not always effective; if they do 
not motivate employee behavior, then either legitimate or reward organizational 
power might be appropriate. Although you may lack some types of power, you 

informational power
Power derived from 
control over information

referent power
A personal power based 
on a manager’s charisma 
or attractiveness to others

persuasive power
Power due to the ability 
to use logic and facts to 
persuade
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should assess what types of power you do have and strategically choose which to 
assert in a particular situation.

Legitimate, reward, and coercive powers rely on external motivation and 
obligatory obedience. Legitimate and reward powers are frequently employed 
as methods of influence by managers, but coercive power is rarely appropriate 
and should be reserved for only the most extreme situations. Effective leaders 
tend to rely on expert and referent power more than legitimate, reward, or coer-
cive power.14 Using legitimate, reward, and coercive powers to influence others is 
using power rather than leadership. Leadership is more effective to the degree 
that followers’ behaviors toward the leader’s goals are voluntary and not coerced.

Through your speech and actions, you can use your power to motivate subor-
dinates by arousing appropriate motives in them. For example, when competitive 
follower behavior is required, you might arouse followers’ need for power. When 
you want to inspire exceptional efforts to attain difficult goals, you might arouse 
followers’ need for achievement.15

Acquiring and Using Power
So how can you increase your power in your organization? How can you get a 
good raise and a promotion? How can you avoid abusing your power? This sec-
tion will help to answer these questions and give you some ideas about how you 
might best acquire and use power in your own career.

Acquiring Power
It is important to recognize that you have different levels of each type of power 
and to understand when each type of power is appropriate to use. Your power is 
greater if the things you control are important, rare, and cannot be substituted 
for by something else.16 If you have expertise that is important to your company, 
that not many other people in your field have, and that cannot be substituted 
for by something else, then you will have more power than if you could be easily 
replaced and do not contribute much value to your workgroup or organization. 
Table 13.2 gives you the opportunity to understand the amount of power you 
hold in your own organization.

Developing your expertise and performing well can increase your power. In 
addition to technical expertise, becoming an expert on your own company can 
make you a valuable and powerful employee. Learn your company’s history, strat-
egy, and what is on its website. Learn how each department contributes to other 
departments and to the company as a whole. Identify emerging trends that will 
influence your industry or the economy as a whole. Persuade management to let 
you present these important issues to key people elsewhere in the company. Be 
sure that your work is relevant to important organizational problems and that 
you and your work are visible to the people who control raises and promotions. 
Network inside and outside your organization to develop positive relationships 
with people who can be helpful to you throughout your career.17

Abuse of Power
Power in an absolute sense is neither good nor bad—what matters is how the 
power is used. An important point to make about power is the potential for its 
abuse. The abuse of power is using any type of power to demean, exploit, or 
take advantage of another or influencing someone to do something the person 

abuse of power
Using any type of power 
to demean, exploit, 
or take advantage of 
another or influencing 
someone to do something 
the person later regrets
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440 PART 4 | Leadership and Influence Processes in Organizations

Are You Powerful?
Table 13.2

As you have learned in this chapter, power is greater among individuals who control scarce resources that are important 
to others. This assessment measures the importance and scarcity of your contributions to your supervisors and coworkers. 
Use the following scale to respond to the questions below.

Strongly  
disagree Disagree Neutral Agree Strongly  

agree

1 2 3 4 5

___  1.  I do not think that my department/area would function well if my job was not done properly.
___  2.  If I were to leave, my manager would have a difficult time finding someone with my skills and abilities as a 

replacement.
___  3.  It seems that a lot of other people in this department/area depend on me to do my job well.
___  4. My manager knows that I do things in my job that not many other people can do.
___  5. My manager depends on me a lot.
___  6.  My manager is aware that I have pretty unique job-related skills and abilities.

Scoring: To calculate your perceived power in your organization, add up your answers to the six questions. Your total 
should be between 6 and 30. Place your score on this continuum:

Interpretation: The higher your perceived power, the more successful your influence attempts are likely to be. You can 
rely on your expert, referent, and informational power to increase the success of your influence attempts. If you have 
low power and would like to increase it, try to identify ways you can develop skills and expertise that would be useful 
to your workgroup and that other group members do not already have. You might also try to develop your listening and 
persuasion skills.

5 10 15 20 25 30
Low perceived power High perceived power

Source: Boss, R. W. (2000). Hospital Professionals’ Use of Upward Influence Tactics. Journal of Managerial Issues, 7, 92–108.

later regrets. Disrespecting individual dignity and interference with job perfor-
mance or deserved rewards are abuses of power.18 It is easy to think of news 
stories where people have abused their power. In addition to financial damage, 
the results of the abuse of power may include decreased employee satisfaction 
and helping behaviors,19 increased employee deviance,20 and increased turnover.

It is important to remember that having power does not mean that you must 
use it. Being able to fire a subordinate if he or she does not follow formal work 
rules does not mean that you have to do so. Having power also does not guaran-
tee that using it will be effective in influencing desired behavior. If you have the 
power to punish a subordinate if he or she does not work a particular shift, the 
subordinate can still refuse the extra shift and quit. The greater the importance 
that others place on the resources or outcomes that you control, the greater the 
power you have in that relationship. If you do not have something that another 
person wants, you have no power over him or her.

Unchecked authority can result in the abuse of power. Managers should 
not have free rein to do whatever they want; managers’ power should match 
their responsibilities. For example, a manager responsible for subordinates’ 
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performance should possess some sort of reward power such as allocating merit 
pay awards. But the power given to a manager should generally not exceed what 
is required to do his or her job. Regularly reviewing managers’ behaviors and 
performance and holding them accountable for their actions is important. Even 
CEOs report to a board of directors, and legislation like the Sarbanes-Oxley Act 
of 2002 limits the unchecked authority of CEOs.

Perhaps the best-known types of power abuse are bullying, abusive super-
vision, and sexual harassment (involving unwanted advances, requests, com-
munication, or contact with the threat of punishment for noncompliance). When 
managers do not know how to persuade or influence through more effective tac-
tics, they may resort to the use of fear, threats, and intimidation because that is 
all they know how to do.21

Mark Cuban, owner of the Mavericks NBA basketball team, is a good exam-
ple of how power alone is insufficient in securing desired outcomes. Cuban has 
position power as the owner of several businesses, and many people look up to 
him due to his referent power. He has coercive power, which he used in firing the 
Mavericks’ coach for not winning more games and is considered an expert in busi-
ness. He is well connected with other influential people and has high information 
power. Nonetheless, Cuban’s behavior has also cost him respect as well as a lot 
of money. He has stormed into locker rooms and cursed players when his team 
lost, and he has also berated referees. Although he would like to own more pro-
fessional sports teams, he has acknowledged that he knows other sports leagues 
might not consider his bids for ownership due to his poor NBA behavior.22

Empowerment
The degree to which power is shared in an organization and employees have the 
authority to make and implement at least some decisions is empowerment.23 
Empowerment may be organization-wide and embedded in an organization’s 
culture, or it may be something created by individual managers. Empowering 
employees to improve quality, cut costs, and improve their work efficiency is 
becoming more common in organizations as computerized technologies increas-
ingly give employees the feedback they need to manage themselves. If trained 
employees have important, accurate, and timely information, they can often 
 handle situations and spot opportunities without a manager’s 
intervention. This can increase the flexibility 
and responsiveness of organizations.

Essentially, empowerment requires 
two things: (1) that managers allow 
those employees being empowered to 
have more power and control over their 
work and (2) that managers provide train-
ing, resources, and coaching to give those 

empowerment
Sharing power with 
employees and giving 
them the authority to 
make and implement at 
least some decisions

Mark Cuban is the owner of the Dallas Mavericks 
professional basketball team. Cuban clearly has 
position power. He has also been known to use 
coercive power and sometimes relies on referent 
power. But since he can be abusive his leadership 
style occasionally stymies his attempts to achieve other 
goals he may have.
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442 PART 4 | Leadership and Influence Processes in Organizations

individuals and groups the skills and confidence to act empowered. Just tell-
ing an employee or group that they are empowered is not enough. Employees 
must have the skills to do what they are empowered to do and believe that 
they can successfully do it. The authors saw this when consulting for a manu-
facturing facility. Newly empowered employee teams were given the authority 
to spend up to $500 to improve their teams’ processes without having to con-
sult with a manager. At first, the teams were not willing to spend anything, 
fearing that they would make a bad choice. Not until the teams went through 
a hands-on training program teaching decision-making, communication, and 
problem-solving skills did they have the confidence to act empowered.

Because your good reputation for ethical behavior decreases a supervisor’s 
concern that you might behave inappropriately, it also can increase your supervi-
sor’s willingness to give you more responsibility and empowerment. A reputation 
for ethical behavior increases the influence you are given because you are not 
seen as someone trying to advance a personal agenda.24

Being an ethical leader is also a source of power because it eliminates hidden 
agendas and builds trust. Ethics also increases our resistance to attempts by oth-
ers to influence us because it keeps us focused, thus decreasing the power others 
have over us.

Technology can empower employees to solve problems themselves. For exam-
ple, knowing that to receive her quarterly bonus, she must consistently meet 
call volume targets, Pat uses the digital dashboard to check her performance. 
The color-coded display shows that she is below target. She knows that she has 
been getting to work on time and she is productive. So why is her performance 
below her target? Pat sees that her call volume has been consistently low for 
the last month, always just after lunch. This reveals the root cause of the prob-
lem. Her afternoon shift starts at exactly the time her lunch break ends, and 
although she hurries through lunch, she is getting back from lunch ten minutes 
after her scheduled start each afternoon. Pat requests a minor schedule change 
that gives her ten more minutes to get from the cafeteria to her workstation.25 
The digital dashboard helped to empower Pat to solve her performance problem 
without needing the help of a supervisor, other than for approval of the minor 
schedule change.

How Subunits Obtain Power
We now shift our attention away from individual power to how subunits (i.e., 
departments or groups) acquire the power that allows them greater influence 
in organizational decisions. A workgroup’s, department’s, or subunit’s power is 
derived either from its control of resources or through its strategic power. The 
more desirable and important the resources controlled by a group (e.g., budget, 
space), the greater the group’s resource power. Groups that occupy a central role 
in decision making wield greater strategic power by influencing higher-level 
decisions. Key subunits that influence the performance of other subunits have 
greater power. We next discuss several conditions that enhance a subunit’s power.

Resource Scarcity
When resources are scarce, power differences across subunits are likely to be 
magnified. Power is greater for subunits that control scarce resources that are 
vital to the organization as a whole. When resources are plentiful, subunit power 
differences are often reduced.
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Centrality
A subunit’s activities are central to the extent that they influence the work of 
many other subunits (e.g., budget approval power), when their impact is more 
immediate (e.g., a performance decline in that unit would be felt faster by the 
organization as a whole), and when the subunit has a critical impact on the 
firm’s key product or service. This is one reason why production and marketing 
departments tend to have greater power than human resource departments.

Substitutability
A subunit’s power is reduced to the extent that others inside or outside of the 
organization can also perform its responsibilities. The labor market has a big 
influence on substitutability; when a subunit’s skills become scarce in the 
labor market, the power of that subunit increases. If a subunit’s work can be 
outsourced, that unit’s power decreases because the threat of outsourcing can 
counter its influence attempts.

Uncertainty
Organizations do not like surprises or uncertainties. Accurate planning, financ-
ing, budgeting, and staffing all depend on a reasonably predictable future. The 
subunits most capable of coping with uncertainty or of guiding the organization 
through a period of increased uncertainty tend to have greater power.

INFLUENCE IN ORGANIZATIONS
Influential people have power, but not all powerful people have influence. For 
example, employees are often more responsive to the social influence of their 
peers than to the control and incentives of management.26 Leadership is in large 
part an influence process that involves the use of various powers or interper-
sonal styles to affect the behaviors and attitudes of others. But whether a lead-
er’s use of power to influence someone will be successful depends on whether 
the other person allows himself or herself to be influenced. How much formal 
power or authority a manager has is not nearly as important as the amount of 
influence the manager has over subordinates. If you lack the respect of subordi-
nates because of unethical behavior or perceptions that you are unqualified, you 
will not effectively motivate your subordinates to work their hardest toward the 
firm’s goals.

Influence Tactics
People apply their power to influence the behavior of others through influence 
tactics. Influence tactics increase the likelihood that others will respond favor-
ably to your requests. What might be different for you at work if you had a greater 
ability to influence your bosses and coworkers? What might be different for you 
at school if you were better able to influence your classmates and instructors?

Influence tactics should be matched to the situation and to the person being 
influenced and can be learned with practice.27 Responses to influence attempts 
are not always positive, however. Table 13.3 summarizes some influence tactics 
along with the possible response to them.

influence tactics
How people translate 
their power to affect the 
behavior of others
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444 PART 4 | Leadership and Influence Processes in Organizations

Influence Tactics and Responses to Them
Table 13.3

Influence Tactics

Coalition tactics Engaging the help of others to persuade someone to do something; referring to the 
support of others to convince someone to agree to a proposal or to change his or 
her attitude toward something

Consultation Requesting someone’s advice to solve a problem or mutually setting goals to 
increase a follower’s commitment to the leader’s decision; being willing to modify 
the goals or solution based on the person’s concerns and suggestions to sustain 
commitment

Exchange Offering to exchange something of value now or in the future for someone’s 
 cooperation; usually used after other tactics have failed due to the higher cost

Ingratiation Flattering or praising people to put them in a good mood or to make them more 
likely to want to help (e.g., complimenting your manager’s outfit before asking for 
additional project funding), or using humor;28 seen as more credible when used 
early rather than after other influence attempts have failed

Inspirational appeals Appealing to someone’s aspirations, values, and ideals to gain his or her com-
mitment, or increasing people’s confidence that they can do something in order 
to increase motivation; for example, Wayne Hale, Chairman of NASA’s Space 
Shuttle Mission Management Team during the space shuttle Discovery’s Return to 
flight mission, stated, “So the fundamental question remains, do we have those 
qualities that made our ancestors successful? Do we have the judgment to weigh 
it all in the balance? Do we have the character to dare great deeds? History is 
watching.”29

Legitimating tactics Enhancing one’s formal authority to make a certain request by referring to rules, 
precedents, or official documents; should be used early if doubts about the 
request’s legitimacy are expected

Personal appeals Asking someone to do something “because we’re friends” or asking for a personal 
favor

Pressure Using coercion or persistent follow-up or reminders to gain influence; risks undesir-
able side effects such as resentment

Rational persuasion  
(or reason)

Using logic and facts to persuade someone

Responses to Influence Attempts

Commitment Endorsing and becoming an actively involved participant as a result of the influence 
attempt

Compliance Going along with what the influencer wants without being personally committed

Passive resistance Rejecting the influence attempt but not getting in the way of what the influencer is 
trying to do.

Active resistance Rejecting the influence attempt and actively trying to stop the influencer from doing 
what he or she is trying to do, or trying to change the influencer’s attitudes

Source: Yukl, G. A. Leadership in Organizations (7th ed., p. 172, Table 6.8). Upper Saddle River, NJ: Pearson Education, © 2010.

Of the various influence tactics, rational persuasion, inspirational appeals, and 
consultation have been found to be the most effective, and pressure is the least 
effective.30 Using more than one influence tactic at the same time can increase your 
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effectiveness as long as the tactics are compatible.31 For example, ingratiation could 
enhance the effectiveness of a personal appeal. Rational persuasion can be com-
bined with any of the other tactics. Pressure, on the other hand, undermines the 
feelings of friendship that are the foundation of personal appeals and ingratiation.

Influence tactics are most effective when they are compatible with the influ-
encer’s power relative to the target person and with the interpersonal relation-
ship between the two people. When the influence and target person have mutual 
trust and shared objectives, rational persuasion, consultation, and collaboration 
are often effective. A moderate degree of friendship is usually necessary for per-
sonal appeals to work. Assertiveness is not likely to be effective with a superior.

Influence attempts are often unsuccessful on the first try and require the 
skilled use of a sequence of tactics over time. Initial influence attempts with sub-
ordinates or peers often begin with a simple request or with a weak form of ratio-
nal persuasion because these techniques are easy and relatively low in personal 
cost (such as a weakened friendship). Anticipated resistance may be met with a 
stronger form of rational persuasion and softer tactics including consultation, 
personal appeals, inspirational appeals, and collaboration. Continued resistance 
is then countered with harder tactics or abandoning the effort if the request does 
not warrant the risks of escalation.32 This chapter’s Case Study feature illus-
trates the use of different influence tactics among employees trying to influence 
a leader’s decision.

Role of National Culture in Influence Effectiveness
Your ability to effectively influence others is enhanced by high cultural intelli-
gence, or your ability to function effectively in culturally diverse environments. 
Understanding diverse cultures, values, and perspectives enhances your sensi-
tivity to what is important to others and how to best influence them.

CASE STUDY

Imagine that you are a manager responsible for 
choosing which new project to support. Your budget 
is limited, and you can support only one new proj-
ect. You must make a decision by tomorrow morn-
ing. Your staff just finished presenting their ideas to 
you, and you are finding it difficult to choose. Each 
project has merit, and you feel that they all have an 
equal chance of success. As the meeting comes to a 
close, your team members each make a last-minute 
appeal to win your support.

Jose: “You are a great leader and have always 
made great decisions for the team. I’m sure you’ll 
choose the best one this time, too!”

Kira: “You’ve always said we should aim high. I 
think my idea will help our company reach new mar-
kets and raise us to the next level.”

John: “I think my idea has the highest chance for 
a good return on our investment with the least risk. My 
market research is solid, and I think my idea is our 
best choice.”

Sandy: “I talked to the folks in marketing and they 
said that we were really onto something with my idea. 
I think they really support this project and hope you 
choose it.”

Questions:
1. What influence tactics did each staff member use?
2.  Which influence tactic do you think would best 

persuade you to choose that person’s idea? Why?
3.  Which influence tactic do you think would be 

least effective in persuading you to choose that 
person’s idea? Why?

Influencing Decisions
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G L O B A L     I S S U E S

EFFECTIVENESS OF DIFFERENT INFLUENCE TACTICS DEPENDS  
ON NATIONAL CULTURE

Although rational persuasion and consultation have been 
found to be effective influence tactics in many countries,33 
national culture can affect the appropriateness of difference 
influence tactics.34 For example, consider Hong Kong and 
Taiwanese managers. Managers from both cultures believe 
that exchange and rational persuasion are the most effective 
influence tactics. However, Taiwanese managers tend to use 
inspirational appeals and ingratiation more than do Hong 
Kong managers, who feel that pressure is a more effective tac-
tic.35 Direct, task-oriented influence tactics are seen as more 
effective by western managers than by Chinese managers, 
who prefer tactics involving personal relations, avoidance, or 
an informal approach.36 Understanding these differences is 
important to employees working as expatriates as well as to 
anyone who works in a multicultural workplace.

Matching your influence technique to the context and 
to the person you are trying to influence is important for 
upward as well as downward influence. One study found 
that host-country managers who demonstrate upward influ-
ence tactics that are culturally appropriate to the parent 
company’s national culture will be more promotable than 
those who do not. Exchanging benefits and coalition are 
more likely to be associated with promotability in German 
firms than in domestic Ecuadorian firms.37 Upward-appeal 
assertiveness is more likely to be associated with promot-
ability in American firms than in domestic Ecuadorian 
firms.38 Being aware not only of your sources of power 
but also of the receptiveness of the other person to differ-
ent influence tactics will improve your effectiveness as a 
manager.

Influence tactics are also most effective when they are consistent with the 
social values in the national and organizational cultures. For example, consulta-
tion is likely to be a more effective influence tactic in a country with strong dem-
ocratic traditions than in a country in which obedience to leaders is a strongly 
held cultural value.39 This chapter’s Global Issues feature describes the impor-
tance of understanding the appropriateness of using different influence tactics 
in different national cultures.

Persuasion Skills
Influencing others often requires persuading them to do or to believe something. 

Because persuasion gets people to do things differently because they want 
to, not because they have been ordered to, it is a more 

effective way to lead. The manager who 
wants more resources, the supervisor who 

wants to keep a key employee from leav-
ing, and the company president who wants 
to sell his or her idea to the board of direc-
tors all need to be persuasive. Because most 
people are resistant to altering their hab-
its, managers need to use persuasion skills 
whenever they need to create change.40

Persuasion skills are very important in organizations. 
Persuasion usually requires thorough and careful 
preparation. This manager, for example, is trying to 
persuade a colleague to support a new system she has 
developed. She is showing him data to convince him that 
her system is better than other alternatives.
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Persuasion requires thorough and careful preparation, the compelling fram-
ing of arguments, the presentation of vivid supporting evidence, and finding the 
correct emotional match with the audience. It is much more than a sales skill. 
As one expert says, “Many businesspeople misunderstand persuasion, and more 
still underutilize it.”

Here are some recommendations for being more persuasive:41

• Build credibility based on both your skills and your relationships. Using good 
posture and an appropriate tone of voice, and showing a sense of confidence 
will increase the chances that others will quickly see you as credible.

• Do not begin with a hard sell. This gives potential opponents something to 
resist and fight against.

• Search for shared ground and be willing to compromise. Every audience is dif-
ferent, and it is important not to come across as if you have already made up 
your mind. Communicate in words the audience easily understands and relates 
to, and incorporate values and beliefs they share.

• Develop compelling positions based on only a few convincing arguments, rather 
than overwhelming people with facts and information.

• Connect with people emotionally rather than relying solely on logical 
arguments.

• Create a continuous feedback loop from the audience to yourself. Incorporate 
the audience’s perspective back into your own arguments.

• Be patient; people are rarely persuaded on the first try.

Upward Influence
In addition to using influence to guide the behavior of subordinates, upward 
influence styles can also be used to influence superiors. When Jack Welch was 
the CEO of General Electric, he realized that the Internet was going to trans-
form business. He recognized that GE’s younger, “webified” employees had better 
Internet skills and e-business knowledge than did GE’s older and higher-ranking 
executives. He decided to pair Internet-savvy employees with GE’s 600 world-
wide executives to share their expertise about the new technology. In addition 
to building the e-business capabilities of his managers, this unique “mentoring 
up” program made managers at all levels more comfortable with upward 
influence in the company.42

Upward influence is an important 
aspect of influence and contributes sub-
stantially to individual effectiveness in 
organizations.43 There are six primary 
upward influence tactics.44

 1. Ingratiation: using flattery and acting 
polite, friendly, or humble to put the 
supervisor in a good mood

upward influence
Influencing superiors

upward influence styles
Combinations of upward 
influence tactics that tend 
to be used together

There are several ways in which upward influence can 
occur in an organization. Take this young manager, for 
example. She is demonstrating some new hardware and 
software capabilities to her boss. Her willingness to do so in 
a pleasant and cooperative manner will no doubt influence 
how she will be perceived by her boss in the future.
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448 PART 4 | Leadership and Influence Processes in Organizations

 2. Exchange: offering to trade favors or rewards for compliance
 3. Rationality: using logic, planning, reason, and compromise
 4. Assertiveness: using aggression, nagging, and verbal confrontations or giving 

orders
 5. Coalition formation: seeking the support of other organization members to 

show a united front
 6. Upward appeals: making informal or formal appeals to organizational supe-

riors for intervention

Your source(s) of power generally determines which upward influence tac-
tics you tend to use. An employee with referent power might use integration, 
for example, and someone with expert power might prefer rationality. It is 
also important to adjust your influence tactic to suit the boss you are trying to 
influence.45 The self-assessment in this chapter’s Understand Yourself feature 
gives you the opportunity to learn more about your preferred upward influence 
tactics.

The six upward influence tactics can be used alone, but are often used in 
combination with each other in what are called upward influence styles. People 
tend to have a preferred upward influence style that they use when trying to 
influence their managers. The four upward influence styles are:46

 1. Shotgun: This style uses the most influence and emphasizes assertiveness 
and bargaining. Shotgun managers tend to have less job tenure and the 
greatest needs to obtain personal benefits and “sell” their ideas about how 
the work should be done.47 Shotgun managers attempt to obtain what they 
want by using many different tactics.48 This style is associated with the high-
est levels of job tension and personal stress.49

 2. Tactician: This style uses an average amount of influence and emphasizes 
reason. Tactician managers tend to direct organizational subunits involved 
in nonroutine work that gives them a skill and knowledge power base. 
Tacticians tend to have considerable influence in their organizations over 
budgets, policy, and personnel and rely heavily on reason and logic to gain 
compliance. This style is associated with the lower levels of job tension and 
personal stress50 and with more favorable individual outcomes than the more 
forceful shotgun style.

 3. Bystander: This style uses little influence with superiors. Bystander man-
agers tend to direct organizational units doing routine work and generally 
have little organizational power (i.e., little control over budgets, policy, or 
personnel matters). Because they also tend to have few personal or organi-
zational objectives that require compliance from others, they generally exert 
little influence.51 Between 30 and 40 percent of managers are classified as 
bystanders.52

 4. Ingratiator: This style primarily uses a friendliness strategy but also uses the 
other influence strategies to some extent. The name of this style reflects the 
dominant mode by which these managers exercise influence.53 Research has 
found that top managers who use ingratiation behaviors toward their CEO, 
including flattery, expressing confirming opinions, and performing favors, are 
more likely to receive board appointments at firms where their CEO is either 
a director or knows members of the board.54
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People use a variety of tactics when attempting to influence 
their bosses. Please use the following scale to record how 
often you engage in each of the following behaviors when 
influencing your boss. Be honest; there are no right or wrong 
answers.

   Never     Occasionally    Frequently Almost  
always

1 2 3 4 5 6 7

___  1. Act very humbly while making my request.
___  2.  Make my boss feel good about me before making 

my request.
___  3. Act in a friendly manner before making my request.
___  4.  Remind my boss of past favors I have done for him 

or her.
___  5.  Offer an exchange (e.g., if you do this for me, I will 

do something for you).
___  6.  Offer to make a personal sacrifice (e.g., work late) if 

he or she will do what I want.
___  7. Use logic to convince him or her.
___  8. Explain the reasons for my request.
___  9.  Present my boss with information supporting my 

point of view.
___ 10.  Have a showdown in which I confront my boss 

face-to-face.
___ 11. Express my anger verbally.
___ 12.  Use a forceful manner: try things like making 

demands, setting deadlines, and expressing strong 
emotion.

___ 13.  Obtain the support of coworkers to back up my 
request.

___ 14.  Obtain the support of my subordinates to back up 
my request.

___ 15.  Mobilize other people in the organization to help 
me in influencing my boss.

___ 16. Obtain the informal support of higher-ups.
___ 17.  Make a formal appeal to higher levels to back up 

my request.
___ 18.  Rely on the chain of command—on people higher up 

in the organization who have power over my boss.

Scoring:
Ingratiation: Add up your scores to statements 1–3 ___
Exchange: Add up your scores to statements 4-6 ___
Rationality: Add up your scores to statements 7–9 ___
Assertiveness: Add up your scores to statements 10–12 ___
Coalitions: Add up your scores to statements 13–15 ___
Upward appeal: Add up your scores to statements 16–18 ___

Interpretation: Rank the upward influence tactics from 
highest to lowest based on your scores. The tactics with the 
highest scores are your preferred influence tactics. Do you 
agree with the ranking? Which other tactics do you think you 
should try using more frequently in the future? Why?

Sources: Table 4 (adapted) from Kipnis, D., Schmidt, S. M., & Wilkinson, 
I. (1980). Intraorganizational Influence Tactics: Explorations in Getting One’s 
Way. Journal of Applied Psychology, 65(4), 440–452. Text excerpts (adapted 
scale items) from Schriesheim, C. A., & Hinkin, T. R. (1990). Influence Tactics 
Used by Subordinates: A Theoretical and Empirical Analysis and Refinement of 
the Kipnis, Schmidt, and Wilkinson Subscales. Journal of Applied Psychology, 
75(3), 246–257.

U N D E R S TA N D  Y O U R S E L F
UPWARD INFLUENCE SCALE

ORGANIZATIONAL POLITICS
In organizations, people differ in their ability to influence others and influence 
work processes. Accordingly, people differ in what they can do to protect and pro-
mote their own interests. Organizational politics are social influence attempts 
directed at people who can provide rewards that will help promote or protect the 
self-interests of the actor.55 At some point everyone needs to influence others to 
follow their ideas or preferred courses of action, and doing that requires the use 
of politics. Effectively influencing others through persuasion, generating support, 
and inspiring trust are the core of effective politics.

organizational politics
Social influence attempts 
directed at those who can 
provide rewards that will 
help promote or protect the 
self-interests of the actor
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450 PART 4 | Leadership and Influence Processes in Organizations

Politics are a fact of life in work organizations; 
virtually every employee in America can describe a 
political incident in which he or she was directly or 
indirectly involved.56 Employees who have been neg-
atively affected by politics tend to perceive politics 
to be a negative influence in organizations, whereas 
those whose interests were advanced through politi-
cal means tend to view it as a useful tool.57 Because 
employees act based on their perceptions, recognizing 
and understanding employees’ perceptions of politics 

is important to managing effectively.58

Organizational politics are the result of both individual employees and the 
culture of the organization.59 Some cultures permit and even promote certain 
types of political behaviors. Political behaviors are most likely to occur when 
there is a reasonably high degree of ambiguity or uncertainty in the work envi-
ronment.60 Some organizations proactively seek to eliminate political behavior. 
For example, new hires at the software company Success Factors agree in writing 
to fourteen “rules of engagement.” Rule 14 starts out, “I will be a good person to 
work with—not territorial, not be a jerk.” One of the company’s founding princi-
ples is that “our organization will consist only of people who absolutely love what 
we do, with a white-hot passion. We will have utmost respect for the individual in 
a collaborative, egalitarian, and meritocratic environment—no blind copying, no 
politics, no parochialism, no silos, no game—just being good!” Employees are not 
expected to be perfect, but when they lose their cool or belittle colleagues, inad-
vertently or not, they are expected to apologize.61

Eugene McKenna identified these common political tactics in organizations:62

 1. Controlling information: restricting information to certain people
 2. Controlling lines of communication: establishing gatekeepers to restrict 

access to information
 3. Using outside experts: outside consultants may seem neutral, but are paid 

and directed by management to “do their bidding”
 4. Controlling the agenda: to ensure only certain topics are discussed
 5. Game playing: leaking information, getting only friends to provide feedback, 

and so on
 6. Image building: enlisting “spin doctors” to project a desirable image
 7. Building coalitions: befriending powerful others or starting small subgroups 

to promote specific aims
 8. Controlling decision parameters: trying to influence decisions before they are 

made
 9. Eliminating political rivals: this may even mean getting them promoted to 

get them out of the way

When politics are constructive rather than destructive, they are unnotice-
able. When politics are used to advance self-serving causes, employees tend to 
perceive the workplace as more highly political. The more political employees 

Organizational politics are social influence attempts 
directed at people who can provide rewards that will help 
promote or protect the self-interests of the actor. These 
two individuals are sharing confidential information in 
an attempt to influence their colleagues in a meeting. 
Therefore, they are engaging in organizational politics.
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  CHAPTER 13 | Power, Influence, and Politics 451

perceive a work environment to be, the greater their job anxiety and intentions 
to leave, and the lower their job and supervisor satisfaction and organizational 
commitment.63 Individuals’ perceptions about the political nature of their work 
environment impact employees’ productivity64 and how political the environment 
will actually be. Employees who perceive that others get ahead by acting politi-
cally engage in more political behaviors themselves.65 Organizational culture is 
thus influenced by the perceived degree of political activity and how the employ-
ees in that organization react to these perceptions.66

Political skill involves having interpersonal influence as well as social astute-
ness, which involves showing respect for others’ ways of thinking. Developing a 
strong network and being perceived by others as sincere also reflects high political 
skill.67 Political skill has been found to be positively related to job performance.68 
The self-assessment in Table 13.4 gives you the chance to better understand your 
political skill.

Causes of Political Behavior
Conflict is at the core of organizational politics.69 Because political behavior is 
self-serving, it has the potential to threaten the self-interests of others. When a 
perceived threat is followed by retaliation, conflict arises.70 Uncertainty increases 
political behavior. Lacking specific rules and policies for guidance, employ-
ees develop their own rules for acceptable behavior that are often  self-serving. 
Decisions made under uncertainty are particularly susceptible to political 
influence.71

Scarcity of valued resources (e.g., transfers, raises, office space, budgets) 
also promotes political behavior. Jockeying for a position to receive a valued but 
scarce resource is classic political behavior.72 This is why organizations with lim-
ited resources tend to have more political environments. Understanding why 
resources are limited can help to predict who is likely to be the target of the polit-
ical activities, as well as how strong the political behavior is likely to be. Anyone 
who controls critical resources that cannot be secured elsewhere is a probable 
target of political influence tactics.73

Some individuals desire to avoid conflict and therefore tend not to resist 
others’ influence attempts. Although this may appear to be nonpolitical, it 
is actually a form of political behavior. It has been suggested that the distinc-
tion between political and nonpolitical behavior in organizations can be made 
on the basis of intent.74 That is, if a behavior is enacted specifically to advance 
one’s own  self-interests (including conflict avoidance), then the individual is act-
ing politically.75 Because employees who “don’t rock the boat” are not viewed as 
threatening opponents, they may be welcomed into the “in-group” and receive 
valued outcomes simply for not interfering with a politically acting individual’s 
or group’s agenda. Inaction, or going along to get ahead, can be a reasonable and 
profitable approach to take in order to advance one’s own self-interests when 
working in a political environment.76

Organizational policies sometimes reward and perpetuate political behavior.77  
In particular, compensation policies may inadvertently reward individuals 
who engage in influence behaviors and penalize those who do not. Individually 
oriented rewards induce individually oriented behavior, which is often 
 self-interested and political in nature. When this type of behavior is rewarded 
or reinforced, the tactics used to secure the reward will likely be repeated. This 
can lead to cultures that foster and reward political behavior. Rewarding polit-
ical behavior can induce those who have not acted politically in the past to do 
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452 PART 4 | Leadership and Influence Processes in Organizations

Political Skill Inventory
Table 13.4

This self-assessment gives you the opportunity to better understand your political skill. Be honest in responding to the  
statements below using the following scale:

Strongly  
disagree Disagree Slightly 

disagree Neutral Slightly  
agree Agree Strongly  

agree

1 2 3 4 5 6 7

___  1. I spend a lot of time and effort at work networking with others.
___  2. I am able to make most people feel comfortable and at ease around me.
___  3. I am able to communicate easily and effectively with others.
___  4. It is easy for me to develop good rapport with most people.
___  5. I understand people very well.
___  6. I am good at building relationships with influential people at work.
___  7. I am particularly good at sensing the motivations and hidden agendas of others.
___  8. When communicating with others, I try to be genuine in what I say and do.
___  9.   I have developed a large network of colleagues and associates at work whom I can call on for support when  

I really need to get things done.
___ 10. At work, I know a lot of important people and am well connected.
___ 11. I spend a lot of time at work developing connections with others.
___ 12. I am good at getting people to like me.
___ 13. It is important that people believe I am sincere in what I say and do.
___ 14. I try to show a genuine interest in other people.
___ 15. I am good at using my connections and network to make things happen at work.
___ 16. I have good intuition and am savvy about how to present myself to others.
___ 17. I always seem to instinctively know the right things to say or do to influence others.
___ 18. I pay close attention to people’s facial expressions.

Scoring: Add up your responses to the eighteen statements. This is your overall political skill score. Scores over 72 are 
considered high and scores below 36 are considered low. To calculate your score for the four dimensions of political 
skill, add up your responses to the following subsets of statements:

Social astuteness Interpersonal influence Networking ability Apparent sincerity

5 ___ 2 ___ 1 ___ 8 ___

7 ___ 3 ___ 6 ___ 13 ___

16 ___ 4 ___ 9 ___ 14 ___

17 ___ 12 ___ 10 ___

18 ___ 11 ___

15 ___

Total Score: ____/126
Subset Scores:
Social Astuteness: ____/35 Interpersonal Influence: ____/28
Networking Ability: ____/42 Apparent Sincerity: ____/21

Interpretation: The higher your score, the stronger your political skill in that area.

Source: Ferris, G. R., Davidson, S. L., Perrewé, P. L. (2005). Political Skill at Work: Impact on Work Effectiveness (p. 23). Mountain View,  
CA: Davies-Black.
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so in the future. Individuals who perceive themselves as inequitably rewarded 
relative to others who engage in organizational politics may begin engaging in 
political behaviors to increase their own rewards.78 This chapter’s Improve Your 
Skills feature lets you hone your ability to assess the degree to which politics is 
a factor in your organization.

Managing Organizational Politics
Centuries ago, the philosopher Plato knew the importance of managing politics. 
He advised, “Those who are too smart to engage in politics are punished by being 
governed by those who are dumber.” A modern expert advises, “Even if you are 
a person who takes no active part in [office] politics, knowing how the game is 
played means that you stand a good chance of surviving the depredations of 
those who undertake the lifestyle of cubicle warfare.”79 A survey of 150 execu-
tives of major U.S. companies found that they waste 19 percent of their time—at 
least one day per week—dealing with company politics.80 The executives sur-
veyed said they spent a bulk of that time dealing with internal conflicts, rivalry 
disputes, and other volatile situations at work. Because politics is pervasive and 
because political skill has been found to decrease job stress,81 it is worth develop-
ing your skills in this area.

I M P R OV E  Y O U R  S K I L L S
RECOGNIZING POLITICS

Political behavior can be placed in three main categories: 
general political behavior, which includes the behaviors of 
individuals who act in a self-serving manner to obtain valued 
outcomes; going along to get ahead, which consists of a lack 
of action by individuals (e.g., remaining silent) in order to 
secure valued outcomes; and pay and promotion policies, 
which involve the organization behaving politically through 
the policies it enacts.82 Rating the following set of statements 
based on the scale shown below will help you to assess the 
political environment that exists in your organization.

Strongly  
disagree Disagree Slightly 

disagree Neutral Slightly  
agree Agree Strongly  

agree

1 2 3 4 5 6 7

___ 1.  People in this organization attempt to build themselves 
up by tearing others down.

___ 2.  There has always been an influential group in this 
department that no one ever crosses.

___ 3.  Agreeing with powerful others is the best alternative in 
this organization.

___ 4. It is best not to rock the boat in this organization.

___  5.  Sometimes it is easier to remain quiet than to fight the 
system.

___  6.  Telling others what they want to hear is sometimes 
better than telling the truth.

___  7.  It is safer to think what you are told than to make up 
your own mind.

___  8.  None of the raises I have received are consistent with 
the policies on how raises should be determined.

___  9.  When it comes to pay raise and promotion deci-
sions, policies are irrelevant.

___ 10.  Promotions around here are not valued much 
because how they are determined is so political.

Scoring: Add up the numbers you assigned to the ten 
statements. Your total should be between 10 and 70. Place 
your score on the continuum:

10 20 30 40 50 60 70
Not Political Extremely Political

Sources: Adapted from Kacmar, K. M., & Ferris, G. R. (1991). Perceptions of 
Organizational Political Scale (POPS): Development and Construct Validation. 
Educational and Psychological Measurement, 51, 193–205; and Kacmar, K. M., 
& Carlson, D. S. (1997). Further Validation of the Perceptions of Politics Scale 
(POPS): A Multiple Sample Investigation. Journal of Management, 23, 627–658.
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454 PART 4 | Leadership and Influence Processes in Organizations

Because political behaviors are enhanced by organizational factors includ-
ing scarce resources, ambiguous roles and goals, centralization,83 and complexity, 
formal rules and procedures can help to reduce the occurrence of political behav-
ior. Clarifying job expectations; opening the communication process; confronting 
employees acting inefficiently, unethically, or irresponsibly; and serving as a good 
role model can all decrease political behavior.

Keeping the number of employees assigned to each manager at a reason-
able level is another way to decrease political behavior. In large workgroups, the 
amount of attention a supervisor is able to devote to each employee decreases. This 
can increase ambiguity and uncertainty, promoting a more political environment.

Managing politics is about managing power. As one expert states, “Being a 
good office politician means that you know how to turn individual agendas into 
common goals.”84 If you understand the motivations and aspirations of your sub-
ordinates, you can help them to attain what they most want without resorting to 
politics or the inappropriate use of power. Building trust and openness to allow 
employees to freely discuss their feelings, fears, and opinions without fear of 
retaliation decreases the need for political behavior.85

To reduce political behavior and promote creativity at the innovation factory 
IDEO, company leaders have created an idea-friendly environment that mini-
mizes the amount of corporate posturing associated with trying to guess what 
answer the boss is hoping for. As a result, IDEO employees tend to speak their 
minds, regardless of whether a “boss” is in the room.86

IMPRESSION MANAGEMENT
Being perceived positively by others is related to greater power and influence. It may 
also help employees succeed in political environments. Impression management 
is the process of portraying a desired image or attitude to control the impression oth-
ers form of us.87 This does not mean that the presented image is accurate, although 
misrepresenting your image can backfire if others later learn that the image is false.

Impression management is not inherently a bad thing; in fact, most people 
regularly engage in some form of interpersonal deception. Research has found that 
61.5 percent of people’s natural conversation involves some form of deception,88 
and people tend to average sixteen white lies over a two-week period.89

People who are higher in the personality trait of self-monitoring, which 
reflects having a high concern with others’ perceptions of us and adjusting 

our behavior to fit the situation,90 are more likely to engage 
in impression management behaviors.91 High 

self-monitors are good at reading situations and 
adjusting their behavior accordingly to maintain 
their desired image. Low self-monitors tend to 
present consistent images of themselves regard-
less of the situation.

People who engage in impression manage-
ment often take great care to be perceived in a 

impression management
The process of portraying 
a desired image or attitude 
to control the impression 
others form of us

self-monitoring
Having a high concern 
with others’ perceptions 
of us and adjusting our 
behavior to fit the situation
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Impression management is the process of creating or 
portraying a desired image or attitude to shape or control 
the impression that others form about us. This man, for 
example, is checking his appearance before he attends an 
important meeting. There is nothing wrong with wanting 
to make a “good impression,” of course, as long as the 
impression being created is valid.
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positive light.93 Impression management techniques are commonly used by job 
applicants in interviews with positive results.94 In particular, impression man-
agement techniques related to self-promotion95 and ingratiation96 tend to work 
well in job interviews. Self-promotion may not work as well on the job, however, 
because the supervisor has a better opportunity to observe what you can really 
do. In fact, self-promotion is related to lower performance evaluations.97

As a manager, being able to detect others’ impression management and decep-
tion is obviously useful. Because nonverbal cues are most indicative of deception, 
focusing on the person’s body language is particularly helpful. Table 13.5 presents 
some tips for detecting impression management and deception on the part of others.

SUMMARY AND APPLICATION

When used properly, power, influence, and politics are essential tools for managerial 
success. When used improperly, power, influence, and politics can undermine trust, 
result in unethical behavior, and create a toxic organization. Understanding these 
tools and how to use them effectively will help you to be a more successful manager.

Position power (legitimate, reward, and coercive powers) is derived from the 
position one holds in an organization. Personal power (expert, informational, refer-
ent, and persuasive powers) comes from the unique characteristics of individuals 
regardless of their position in the organization. Because leadership is more effective 
to the degree that followers’ behaviors toward the leader’s goals are voluntary and 
not coerced, effective leaders tend to rely on expert and referent power more than 
legitimate, reward, or coercive power.

Involvement gives subordinates influence in the decision being made; empower-
ment gives subordinates the ability and authority to make the decision themselves. 
Organizational subunits are more powerful when they control resources that are 

Detecting Impression Management Behaviors
Table 13.5

Although it can take a lot of experience and practice to be able to interpret them cor-
rectly, individuals engaging in impression management often display the following invol-
untary cues resulting from the emotions and cognitive effort required to manage their 
 self-presentation:

 1. Elevated speaking pitch—speaking at a higher pitch as compared to someone telling 
the truth92

 2. Speech errors—interspersing words with uh, ah, or um

 3. Speech pauses—allowing greater periods of silence while engaged in a conversation

 4. Negative statements—using words like no, not, can’t, and won’t

 5. Eye shifting—looking away rather than at the person to whom they are speaking

 6. Increased pupil dilation—pupils tend to widen as they would in dim lighting

 7. Blinking—more frequent blinking

 8. Tactile manipulation—fondling or manipulating objects with the hands

 9. Leg fidgeting—leg twitches, foot tapping, and swiveling or rocking when sitting

 10. Less hand gesturing—“speaking” less with the hands and keeping the head relatively still
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Church & Dwight knew that its marketing talent was 

likely to resist the change to two parallel marketing 

organizations, one focused on current brands and one 

focused on new product development. To keep its mar-

keting talent engaged, the company ensured that its 

current brand team would still be involved in new prod-

uct development even though the new product develop-

ment team would run it and be accountable for it. The 

company also applied rational persuasion and showed 

the current brand team that the new arrangement would 

give them dedicated resources to use to do more with 

their own brands. The current brand team saw the logic 

of having dedicated resources to innovation and subse-

quent organic growth.

As expected, there was some resistance at begin-

ning when the company carved some of the marketing 

people out and moved them into the new roles. To main-

tain job excitement, management used inspirational 

appeals linking the new structure and strategy to the 

company’s success. Church & Dwight leaders also used 

legitimating tactics by making it clear that the change 

would happen and needed to happen quickly. Reward 

power also was used when all incentives were aligned 

around the new structure and objectives. This exchange 

of rewards for cooperation reflected the exchange influ-

ence tactic as well.

Church & Dwight’s executive vice president of 

Global New Products Innovation, Steve Cugine, said 

that the results of the change “have been remarkable.” 

Within three years, the organic growth rate from new 

product development doubled to nearly 6 percent. The 

effectiveness of current brand marketing also increased, 

helping the company to achieve record organic growth 

of close to 10 percent for the consumer domestic U.S. 

business. The change has been so successful that 

Church & Dwight is expanding the new structure to the 

rest of its global locations.

Sources: This Real-World Response is based on a telephone inter-
view with Steve Cugine, executive vice president of Global New 
Products Innovation, Church & Dwight Co., October 2, 2009.

REAL-WORLD RESPONSE
INFLUENCING ACCEPTANCE OF CHANGE AT CHURCH & DWIGHT

important but scarce, when they are central to the organization, when they cannot be 
substituted for, and when they help the organization successfully manage uncertainty.

Rational persuasion, inspirational appeals, and consultation are the most 
 effective influence tactics, and pressure is the least effective. The six primary 
upward influence tactics are ingratiation, exchange, rationality, assertiveness, coali-
tion  formation, and upward appeals.

Uncertainty, scarcity of valued resources, and organizational policies can influ-
ence political behavior. Impression management involves the communication of a 
desired image or attitude to influence the image others form of us. Being perceived 
positively by others is related to greater power and influence. It may also help 
employees succeed in political environments.
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DEVELOP YOUR SKILLS EXERCISE

Influencing an Ethical Decision
Read the following scenario and complete the assignment that follows it:

Soon after you begin a new job, you receive a troubling report from the compa-
ny’s new 401(k) provider. Several social security numbers do not match the names 
of the employees who provided them, which suggests that these individuals may be 
illegal aliens and ineligible to work in the United States. You begin an investiga-
tion, but your boss quickly orders you to stop, explaining that the company cannot 
afford to terminate those employees even if they are illegals because that would 
leave the company shorthanded. When you express your concern about this delib-
erate violation of federal immigration laws, the company’s leadership is unworried. 
They have reasoned that the Immigration and Naturalization Service has bigger 
fish to fry and that even if they are caught, the fine would be an acceptable busi-
ness expense, since the company is making huge profits due to the cheap labor.

Assignment: Using what you have learned in this chapter, describe what you 
would do to change the company’s policy toward employing illegal workers. How 
effective do you think you would be? Why?

GROUP EXERCISE

Influencing Your Instructor
Form groups of four to six students, and identify your group’s spokesperson. 
Using what you learned in this chapter, come up with a strategy to influence 
your instructor to change the evaluation criteria for this course (although it is 
likely too late in the semester for any changes to actually be made). Identify the 
influence tactics you will use, as well as the sources of power you will draw from. 
Now make a brief presentation to the class and instructor. The class will vote on 
which group is the most persuasive.

DISCUSSION QUESTIONS

1. What power(s) does your instructor have?
2. What influence tactics does your instructor use to motivate you to learn?
3. Describe a time in the last week that someone influenced you to do something 

you would not otherwise have done. What influence tactic(s) did he or she use?
4. Is another person’s ethics important to you in your decision to allow that per-

son to influence you? Why or why not?
5. How can you ethically use power, influence, and politics to get a promotion?
6. Have you ever tried to influence your boss to do something? What upward 

influence tactics did you try? Were you successful? Why or why not?
7. Are office politics bad? Why or why not?
8. How do you use impression management at work?
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ORGANIZATIONAL PROCESSES 
AND CHARACTERISTICS5

P A R T

CHAPTER 14 Organizational Structure and Design

CHAPTER 15 Organizational Culture

CHAPTER 16 Organization Change and Change Management

In part 4, we continued to learn about how managers can enhance the performance behaviors, organizational com-
mitment, and engagement of their employees in order to build organizational effectiveness and competitiveness. In 
particular, we examined the question of why leadership matters. In Chapter 11, we introduced traditional leadership 
approaches, and in Chapter 12, we learned more about modern leadership approaches. The related topics of power, 
influence, and politics in organizations were covered in Chapter 13.

In our final part, we focus a bit more broadly on how organizational characteristics influence managerial and 
organizational effectiveness? In Chapter 14, we investigate organizational structure and design. Chapter 15 focuses 
on organizational culture. We conclude with a discussion of change management in Chapter 16. In many ways 
change management is a logical concluding topic for discussion in that it can be focused on any of the areas covered 
in our previous parts—individual behavior, group and team behavior, leadership behavior, and organizational change.

How does the
environment matter?

• Enhancing performance
 behaviors
• Enhancing commitment and
 engagement
• Promoting citizenship
 behaviors
• Minimizing dysfunctional
 behaviors

• Individual 
 characteristics
• Individual values,
 perceptions, and
 reactions
• Motivating behavior
• Motivating behavior
 with work and
 rewards

• Groups and teams
• Decision making and
 problem solving
• Communication
• Conflict and
 negotiation

• Traditional leadership
 approaches
• Modern leadership
 approaches
• Power, influence, and
 politics

• Organization structure
 and design
• Organization culture
• Change management

How does the
environment matter?

Why do groups and
teams do what they

do?

How do 
organizational
characteristics

influence
effectiveness?

What makes managers
and organizations effective?

Why does leadership
matter?

Why do individuals
do what they do?
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ORGANIZATIONAL STRUCTURE  
AND DESIGN14

C H A P T E R

Real-World Challenge: Building a 
Treehouse
ELEMENTS OF ORGANIZATIONAL 
STRUCTURE

Characteristics of Organizational 
Structure

Improve Your Skills: Delegation Skills
Mechanistic and Organic Structures

Understand Yourself: What Is Your Preferred 
Type of Organizational Structure?
DETERMINANTS OF ORGANIZATIONAL 
STRUCTURE

Business Strategy
External Environment
Organizational Talent
Organizational Size
Behavioral Expectations
Production Technology
Organizational Change

TYPES OF ORGANIZATIONAL STRUCTURES
Functional Structure

Global Issues: Multinational Organizational 
Structures

Divisional Structure
Matrix Structure
Team-Based Structure
Lattice Structure
Network Organization

Case Study: The Morning Star’s Lattice 
Structure
CONTEMPORARY ISSUES IN 
ORGANIZATIONAL STRUCTURE

Virtual Organizations
Integrating Employees
Communities of Practice
Effects of Restructuring on Performance

SUMMARY AND APPLICATION
Real-World Response: Building a Treehouse

After studying this chapter, you should be able to:

1 Identify the elements of organizational structure and describe mechanistic and organic 
structures.

2 Explain what influences an organization’s structure.

3 Describe the basic types of organizational structures.

4 Identify and discuss four contemporary issues in organizational structure.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

BUILDING A TREEHOUSE1

Ryan Carson and Alan Johnson founded Treehouse in 2011 as an online technology 

school. Officially known as Treehouse Island Inc., the company produces courses in web 

development and programming and business education, using such tools as videos and 

interactive code challenges to teach students a range of technology-related skills. Or, as 

one business journalist puts it, Treehouse is “an online trade school whose mission is to get 

students jobs” without having to spend years pursuing expensive college degrees.

Fueled by $12.6 million in venture capital, Treehouse had become the largest computer 

science school in the world within less than three years. It wasn’t long, however, before 

Carson and Johnson were hearing rumblings of discontent. “By 2013,” recalls Carson, 

“we had grown to 60 people with seven managers and four executives. As we added 

more people to the team, we noticed something disconcerting: rumors, politics, and com-

plaints started appearing.” Putting their joint ears to the ground, the cofounders learned that 

some front-line employees felt that their input was being ignored. The news was disturbing 

because Carson and Johnson believed that it was important for employees to be involved in 

the decision-making process.

PROSTOCKSTUDIO/SHUTTERSTOCK.COM
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464 PART 5 | Organizational Processes and Characteristics

“If they’re feeling disempowered at the bottom,” suggested Carson, “maybe we 
have too many managers.” Seven managers didn’t exactly seem like an army of 
overseers, but it did amount to more than 10 percent of the workforce. Eventually, 
the conversation reached a certain logical plateau: “What if we removed all man-
agement and simply empowered everyone to choose what they do every day? We 
laughed at first and then the conversation turned serious. We had hired talented 
and motivated people. Did they need managers?”

Carson and Johnson have asked for your advice. After reading this chapter, 
you should have some good ideas about what to tell them.

In this section of the book, we shift our attention to organizational design and 
organizational change. Once an organization decides how it wants its members 
to behave, what attitudes it wants to encourage, and what it wants its members 
to accomplish, it can then design an appropriate structure and develop appropri-
ate supporting cultural values and norms. The right organizational structure can 
give an organization a competitive advantage by enabling it to best execute its 
business strategy.2

An organization’s structure affects its performance by influencing how it 
operates.3 The wrong organizational structure can hamper communication and 
slow work processes. Effective organizational structures improve the working 
efficiency of the organization, motivate employees rather than frustrate them, 
and facilitate working relationships among employees and across organizational 
units. An organization’s structure also influences how it operates, how employees 
communicate, and how they are expected to behave.

Effective organizational structures improve efficiency and facilitate positive 
working relationships. Ineffective organizational structures block communica-
tion and cooperation and drain employee motivation. Organizational structure is 
related to employee satisfaction, commitment,4 and turnover.5

In this chapter, we first discuss organizational structure and organizational 
charts. After discussing factors that influence organizational structure, we identify 
different types of structures and when they are most appropriate. We also discuss 
virtual organizations and ways of integrating employees in any organizational 
structure to enhance collaboration and knowledge transfer. After studying this 
chapter, you should have a good understanding of how to use organizational design 

to support a firm’s business strategy and encourage desired employee behaviors.

ELEMENTS OF 
ORGANIZATIONAL 
STRUCTURE
Organizational design is the process 
of selecting and managing aspects of 
organizational structure and culture to 
enable the organization to achieve its goals. 
Designing and redesigning the organiza-
tion in response to internal and external 
changes is a key managerial function.

organizational design
The process of selecting 
and managing aspects of 
organizational structure 
and culture to enable the 
organization to achieve 
its goals

An organization chart is a diagram of the chain of 
command and reporting relationships in a company. 
As organizations grow, they often create multiple 
organization charts for each major division or 
functional area.
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  CHAPTER 14 | Organizational Structure and Design 465

One of the most important outcomes of organizational design is organi-
zational structure, or the formal system of task, power, and reporting rela-
tionships. Organizational structure is the core of what coordinates, controls, 
and motivates employees to cooperate toward the attainment of organizational 
goals. When the organizational structure is aligned with organizational needs, it 
results in greater organizational efficiencies and less conflict.

Organizational structures influence employee behavior by enabling or 
restricting communication, teamwork, and cooperation as well as intergroup rela-
tionships. Imagine the difference between working in an organization composed 
of independent work teams given the authority to make their own decisions com-
pared to a highly centralized bureaucratic organization in which decisions are 
made solely by the CEO. Your autonomy, influence, and work variety would differ 
greatly in each firm. Each type of structure can be effective depending on the 
nature of the organization and its environment, but each creates very different 
patterns of communication and levels of individual responsibility.

Imagine that you start a business of selling homemade chocolates. You start by 
yourself, and your business quickly takes off. You land some big contracts and real-
ize that there is just too much work for you to do alone. So you hire people to help 
you make, market, sell, and ship your candy. When they all report for their first day 
of work, what do you do next? You organize them to best get the work done in the 
way you want and need it done. You may even create an organizational chart 
like the one shown in Figure 14.1 to illustrate the chain of command and reporting 
relationships in your company. Higher levels in an organizational chart supervise 
and are responsible for the activities and performance of the levels beneath them.

It is a common mistake to believe that a person’s location in the organizational 
chart reflects their importance to the company and its performance. What usually 
matters most is what each person contributes, and people at all levels of an orga-
nization can make meaningful contributions. Think of the salespeople at a retail 
chain like The Gap. They may be low on the organizational chart but imagine what 
would happen to The Gap’s performance if its salespeople were poorly trained, 
poorly motivated, and poorly managed. Salespeople have a huge impact on The 
Gap’s performance despite their position at the bottom of the organizational chart. 
As an executive vice president for global shipper, FedEx said of its drivers, “If I 
don’t come to work, we’re OK. If they don’t come to work, we’re . . . out of luck.”6

organizational structure
The formal system of task, 
power, and reporting 
relationships

organizational chart
Diagram of the chain of 
command and reporting 
relationships in a 
company

Figure 14.1
An organizational 
chart illustrates the 
chain of command and 
reporting relationships 
in a company. If the 
span of control in an 
organization is relatively 
narrow, as shown here, 
the organization tends to 
have more levels. That is, 
it is relatively “tall.”

President

Vice Presidents

Managers

Associates

Organizational Chart—Narrow Span of Control
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466 PART 5 | Organizational Processes and Characteristics

Characteristics of 
Organizational Structure

Organizational structures reflect the compa-
ny’s division of labor, span of control, hierarchy, 
formalization, and centralization. Different 
structures have different levels of each of these 
characteristics. Table 14.1 summarizes these 
characteristics.

Division of Labor
In addition to illustrating the chain of command, 

organizational charts show the division of labor, 
which reflects the degree to which employees specialize or perform a variety of 
tasks as generalists. Highly specialized firms have a greater proportion of “spe-
cialists” who focus their attention on a well-defined set of tasks (e.g., market 
research, pricing, accounting). Lower levels in an organization tend to be more 
specialized than higher levels. The division of labor is reflected in the number 
of job titles in an organization,7 or by the extent to which specialist roles exist 
within each functional area.8

Dividing work into specialized jobs increases work efficiency.9 Specialized 
employees can learn their jobs faster and with less training, and because their 
jobs are focused, they waste little time changing tasks. Division of labor also 
makes it easier to assess job candidates for the specific talents needed to do 
each job. Because specialists are experts, they often have greater autonomy and 
 decision-making authority, which increases the firm’s ability to respond quickly 
to environmental changes.

On the downside, employees tend to be more isolated when division of labor 
is high. This can make it difficult for different divisions in the company to under-
stand each other’s priorities and needs and can increase the potential for conflict. 
The increased specialization of employees in each division also decreases organi-
zational flexibility.

division of labor
The degree to which 
employees specialize
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This small architectural firm is highly specialized because 
each employee has a set of defined tasks. The employee 
pictured in the front is the lead architect. The employee 
featured in the far right handles accounting, while the 
woman in the far left handles marketing.

Characteristics of Organizational Structure
Table 14.1

Division of labor: the extent to which employees specialize or generalize

Span of control: the number of people reporting directly to an individual

Hierarchy: the degree to which some employees have formal authority over others

Formalization: the extent to which organizational rules, procedures, and communications are 
written down and closely followed

Centralization: the degree to which power and decision-making authority are concentrated at 
higher levels of the organization rather than distributed
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Because generalists are often less expen-
sive than specialists, organizations employing 
a greater proportion of generalists may be able 
to reduce costs. Because they are not experts, 
however, generalists often need more time to 
make decisions and to respond to environmen-
tal changes because they need to do additional 
research.

Span of Control
The number of people reporting directly to an 
individual is that person’s span of control (some 
experts call this the span of management). Figure 14.2 illustrates a flatter orga-
nizational structure with a wider span of control than the structure shown earlier 
in Figure 14.1. The lowest level supervisor in Figure 14.2 supervises seven rather 
than the three employees in the taller structure in Figure 14.1. Clearly, narrow 
spans of control are more costly, but they also provide closer supervision and 
more coaching. Narrower spans of control are necessary for novel and complex 
tasks. Wider spans of control give subordinates greater autonomy and responsi-
bility for self-management and are best for routine, production-type work.

There is no consensus on the ideal span of control, although having more 
than nine direct reports is often considered too many to effectively manage. 
Wider spans of control are possible when technology (such as an assembly line or 
computerized call center management technology) substitutes for close supervi-
sion, when subordinates need less direction and control, and when the jobs being 
supervised are similar.

span of control
The number of people 
reporting directly to an 
individual
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The span of control refers to the number of people 
who report directly to a manager. This manager is 
directing the work of three people. Of course, she likely 
has other people who also report to her. A number of 
different factors impact the extent to which a span of 
control should be relatively wide or narrow.

Organizational Chart—Wide Span of Control
Figure 14.2

When an organization uses a relatively wider span of control, such as the organization illustrated 
here, its structure has fewer levels and it tends to be somewhat “flat.”

Source: Phillips/Gulley 465
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Hierarchy
When an organization creates a hierarchy, it outlines supervision relationships 
by giving some employees authority over others. Hierarchy establishes the “tall-
ness” or “flatness” of an organizational chart. For example, Figure 14.1 shows 
four hierarchical layers, and Figure 14.2 shows a flatter three-layer firm. The 
more layers in an organization, the greater its hierarchy.

Although hierarchy can facilitate the coordination of different departments, 
organizations clearly should not have more hierarchical levels than are neces-
sary. Not having enough levels can also create problems; when work activities 
require control and coordination, middle management layers can facilitate work 
processes. Hierarchy can give too much power to a few people at the top of the 
organization, which can increase the risk of unethical behavior. Because hier-
archy creates a clear chain of command, it can also restrict the interaction and 
communication among employees.

To better compete in a fast-changing, global marketplace, organizations are 
increasingly restructuring to reduce their hierarchy and improve speed and 
efficiency. When Revlon delayered, or flattened, its organizational structure, it 
improved its effectiveness and removed several layers of management.10 When 
online retailer Zappos eliminated workplace hierarchy completely in 2013, pro-
moting a new structure called holacracy intended to encourage collaboration by 
eliminating titles and bosses, confusion over how to get things done created a bit 
of a mess. Determining salaries was difficult, and some employees were uncom-
fortable making decisions without consulting a boss.11

Grouping employees into self-managed work teams decreases hierarchy 
because the teams incorporate some of the roles previously held by higher layers 
of management. Even in this case, though, managers are important.

Formalization
Formalization reflects the extent to which organizational rules, procedures, and 
communications are written down.12 In highly formalized firms, little flexibility 
exists in making decisions, and both procedures and rewards follow explicit rules. 
Formalization is not necessary for high performance; Google and Internet shoe 
retailer Zappos are known for having low formalization. Because formalization 
increases job and role clarity, it can increase employee commitment.13 Without 

role clarity, dissatisfaction, anxiety, and lower performance can result.14 
If employees perceive that organizational rewards 

are consistently allocated based on formal rules 
and procedures, their confidence that they are 

being compensated appropriately is increased.

Centralization
When organizations are first formed, including 
your hypothetical chocolate business earlier in 
this chapter, they are typically very centralized  
organizations  concentrating power and  

hierarchy
The degree to which 
some employees have 
formal authority over 
others

centralized organizations
Concentrate power and 
decision-making authority 
at higher levels of the 
organization
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Formalization reflects the extent to which organizational rules, 
procedures, and communications are written down. This 
workplace appears to have little formalization. Instead, it seems 
that people work with relatively few rules and procedures, have 
little structure, and most likely communicate by simply talking.
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decision-making authority at high levels of the organization. The two subcom-
ponents of centralization are participation in decision making and hierarchy of 
authority.15 When you first started your chocolate company, you made all the 
decisions and did a variety of tasks. Centralization creates clear lines of com-
munication and responsibility, and the implementation of decisions tends to be 
straightforward. Centralization is best in noncomplex, stable environments.

Whereas centralized organizations concentrate authority at high levels of 
the organization, flatter, decentralized organizations give lower levels more 
authority and autonomy for making decisions.16 Decentralized organizations 
tend to have flatter structures than centralized organizations because employ-
ees’ greater autonomy decreases the need for middle management. Flatter struc-
tures promote innovation and increase the speed of decision making and can save 
money as a result of fewer management layers. Decentralization is best when 
the organization performs nonroutine tasks in complex environments because 
it empowers the managers closest to the environment to make decisions and 
quickly implement them.

If employees have appropriate information and are allowed to make deci-
sions relevant to their task, there are often benefits for both the organization and 
the employees.17 Employee involvement and participation (traits of decentral-
ization) are important managerial tools in achieving increased organizational 
effectiveness and positive employee attitudes.18 Decentralization increases orga-
nizational commitment through greater involvement in the organization and 
identification with the organization’s mission and values.19

Organizations do not have to be fully centralized or decentralized. 
Centralization is best thought of as a continuum, and different functions in a 
company can have different degrees of centralization. When Lou Gerstner led 
IBM’s turnaround in the 1990s, he said, “Let’s decentralize decision making 
wherever possible, but . . . we must balance decentralized decision making with 
central strategy and common customer focus.”20

Centralizing authority can lead many managers to feel that they are solely 
responsible for completing their job tasks and responsibilities. In reality, you are 
setting yourself up to fail if you hold onto the belief that you must do everything 
yourself. As Andrew Carnegie said, “No person will make a great business who 
wants to do it all himself or get all the credit.” Delegating tasks to others not 
only frees you to focus on more important tasks but also develops skills in the 
recipient, increases trust, and can even lead to a higher-quality product. This 
chapter’s Improve Your Skills feature gives you some tips for delegating more 
effectively.

Mechanistic and Organic Structures
Organizational structures can be thought of as being either more mechanical 
and machine-like or more biological and organic. Mechanistic organizations 
are rigid, traditional bureaucracies with centralized power and hierarchical 
communications. Job descriptions are uniform, and formal rules and regulations 
guide decision making. More mechanistic organizations may minimize costs but 
fit best with a relatively stable or slow-changing environment. When new oppor-
tunities present themselves, mechanistic organizations usually move too slowly 
to capitalize on them.

In contrast, organic organizations are flexible, decentralized organi-
zations with unclear lines of authority; they have decentralized power, open 

decentralized 
organizations
The authority for making 
decisions affecting an 
organization is distributed

mechanistic organizations
Rigid, traditional 
bureaucracies with 
centralized power 
and hierarchical 
communications

organic organizations
Flexible, decentralized 
structures with less 
clear lines of authority, 
decentralized power, 
open communication 
channels, and a focus on 
adaptability in helping 
employees accomplish 
goals
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470 PART 5 | Organizational Processes and Characteristics

communication channels, and a focus on adaptability in helping employees accom-
plish their goals.21 Organic organizations benefit from faster awareness of and 
response to market and competitive changes, better customer service, and faster 
decision making. Organic forms like teams and other flatter structures have typ-
ically been associated with increased job satisfaction,22 affective commitment,23 
and learning.24

For many years, Nordstrom’s extremely organic structure was reflected in 
its employee handbook, shown in Figure 14.3. For years, new employees received 

I M P R OV E  Y O U R  S K I L L S
DELEGATION SKILLS

In any organizational structure, it is important to occasion-
ally relinquish control and delegate tasks and responsibilities 
to others. If you consistently work longer hours than other 
employees and have trouble completing your primary respon-
sibilities, it may help to reflect on how much (or how little) you 
are delegating. It is often difficult for managers to relinquish 
control over tasks, but doing so is essential to managerial 
performance. Here are some tips to help you delegate more 
effectively:

 1. Delegate only when appropriate: If recipients lack the 
skills, capability, and information to complete a task, 
then they are unlikely to successfully complete it. If the 
task is critical to long-term success (e.g., hiring), you 
should probably stay involved; you are still responsible 
for the final product.

 2. Provide a thorough explanation and expectation: Explain 
what you are asking the recipients to do and why it is import-
ant; be clear about what is expected as a final product.

 3. Delegate the authority to complete the task: If you want 
people to do a job, you must give them the authority to 
get it done; do not micromanage.

 4. Provide the necessary tools and information: Without the 
needed resources and information, recipients are just 
being set up to fail.

 5. Try to create a win–win situation: Delegate in a way that 
recipients can get some benefit from the delegated task; 
for example, assign the task to someone who can learn 
new skills by doing it.

 6. Respect recipients’ workload: You are not the only busy 
person; be sure recipients’ workload enables them to 
take on the extra work.

Figure 14.3
Nordstrom’s Employee Handbook25

Nordstrom’s has long been a pioneer in retailing. For years its new employees received a “handbook” 
consisting of a simple gray card containing 75 words.

Welcome to Nordstrom

We’re glad to have you with our Company. Our number one goal is to provide outstanding customer 

service. Set both your personal and professional goals high. We have great confidence in your ability to 

achieve them. 

Nordstrom Rules: Rule #1: Use good judgment in all situations. There will be no additional rules.

Please feel free to ask your department manager, store manager, or division general manager any

question at any time. 

Source: Spector, R. (2000). Lessons from the Nordstrom Way: How Companies Are Emulating the #1 Customer Service 
Company. New York: John Wiley.
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  CHAPTER 14 | Organizational Structure and Design 471

a simple gray card with these seventy-five words on it. Although employees 
now receive additional material summarizing more specific rules and legal reg-
ulations, Nordstrom’s low formality and high emphasis on customer service 
continues.

Note that mechanistic and organic structures represent ends of a continuum, 
not a dichotomy.26 No organization is perfectly organic or completely mechanis-
tic. Firms usually display some characteristics of both forms along a mechanistic/
organic continuum, as shown in Figure 14.4. This chapter’s Understand Yourself 
feature gives you the opportunity to identify whether you prefer to work in a 
more organic or mechanistic organizational structure.

Mechanistic/Organic Continuum27
Figure 14.4

While it is useful to 
describe mechanistic 
and organic forms of 
organizational structure, 
in reality all organizations 
fall somewhere between 
these two extreme 
forms. Indeed, as shown 
here, we can think of 
mechanistic and organic 
characteristics as 
anchoring a continuum.

Mechanistic Structure 

Model 1: Rigid bureaucracy 

Model 2: Bureaucracy run by top management team 

Model 3: Bureaucracy with cross-departmental meetings, teams, and task forces 

Model 4: Matrix organization 

Model 5: Project- or team-based organization 

Model 6: Loosely coupled organic network 

Organic Structure 
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472 PART 5 | Organizational Processes and Characteristics

People differ in their preference for different types of orga-
nizational structures. This self-assessment will give you some 
insight into your preferred structure. Rate the fifteen statements 
using the scale below, and then follow the scoring instructions.

Strongly  
disagree Disagree Slightly 

disagree Neutral Slightly  
agree Agree Strongly  

agree

1 2 3 4 5 6 7

I prefer to work in an organization in which:
___  1. Goals are defined by those at higher levels.
___  2. Clear job descriptions exist for every job.
___  3. Top management makes the important decisions.
___  4. Promotions and pay increases are based as much 

on length of service as on performance level.
___  5. Clear lines of authority and responsibility are 

established.
___  6. My career is pretty well planned out for me.
___  7. I have a great deal of job security.
___  8. I can specialize.
___  9. My boss is readily available.
___ 10. Organization rules and regulations are clearly 

specified.
___ 11. Information rigidly follows the chain of command.

___ 12. There is a minimal number of new tasks for me to 
learn.

___ 13. Workgroups incur little member turnover.
___ 14. People accept the authority of a leader’s position.
___ 15. I am part of a group whose members’ training and 

skills are similar to mine.
Scoring: Add up your responses to all fifteen items. Remem-
ber that this assessment enables you to better understand your 
work preferences and is not an evaluation of yourself.
Interpretation: Scores above 75 suggest that you prefer 
stable, rule-driven, hierarchical, and bureaucratic organiza-
tions and would be most comfortable in a more mechanistic 
organization. You are likely to feel frustrated in an organiza-
tion that is flatter, more flexible, and more innovative.

Scores below 45 suggest a preference for a more organic 
structure that is innovative, flexible, and team-based. This tends 
to characterize smaller organizations. You are likely to feel 
frustrated by overly rigid organizational structures with a lot of 
hierarchy and rules.

Scores between 45 and 75 reflect no clear preference for 
a mechanistic or organic structure.

Source: Veiga, J. F., & Yanouzas, J. N. (1979). The Dynamics of 
Organization Theory: Gaining a Macro Perspective (pp. 158–160). St. Paul, 
MN: West Publishing.

U N D E R S TA N D  Y O U R S E L F
WHAT IS YOUR PREFERRED TYPE OF ORGANIZATIONAL STRUCTURE?

DETERMINANTS OF ORGANIZATIONAL 
STRUCTURE
The most appropriate structure for an organization depends on many things, as 
summarized in Table 14.2. Let’s discuss each influence in more detail.

Business Strategy
One of the most important factors influencing the appropriateness of differ-
ent organizational structures is the business strategy.26 Simple designs are 
appropriate for simple strategies, and more complex designs are necessary 
when strategies require more complex processes and interactions. Matching 
organizational structure to the business strategy leads to higher firm per-
formance.27 For example, an innovation strategy is best supported by low 

42502_ch14_ptg01_461-491.indd   472 18/12/18   12:44 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  CHAPTER 14 | Organizational Structure and Design 473

formalization and centralization and high specialization. A low-cost strategy 
would be best executed in a structure with moderate formalization, centraliza-
tion, and specialization.

External Environment
Another important factor is the company’s external environment. Rapidly chang-
ing environments require more flexible structures to deal effectively with the 
constant changes. This usually means that authority needs to be decentral-
ized in some way to process relevant information and adjust to the changing 
environment.

Firms facing a highly differentiated environment usually create different 
business units to best serve each market segment. For example, because con-
sumer preferences for cars differ around the world, car manufacturers includ-
ing Honda often create different business units to serve each market segment. 
Organizations are also sometimes able to impose elements of organizational 
structure on their suppliers. Walmart and General Motors impose accounting 
systems and cost controls on their supplies.

Organizational Talent
A third factor influencing organizational structure is the nature of the organi-
zation’s talent. For example, a flexible structure is more appropriate if highly 

What Influences Organizational Structure?
Table 14.2

Influence Example

Business strategy Being a low-cost producer would require a more hierarchical, 
rigid structure than would pursuing an innovation strategy.

External environment A rapidly changing environment requires a more flexible 
structure than a more stable environment.

Nature of the  
organization’s talent

If workers have professional skills (e.g., lawyers, scientists) 
and need to work together, then a flatter, team-based structure 
would be more appropriate than a taller, bureaucratic structure.

Organizational size Larger organizations tend to have greater specialization, 
greater hierarchy, and more rules than do smaller firms.

Expectations of how 
employees should behave

If employees are expected to follow explicit rules and proce-
dures, a hierarchical, centralized structure would be called for.

Organization’s production 
technology

If the firm uses unit production and makes custom products, 
a flat structure with a low managerial span of control is most 
appropriate.

Organizational change As the environment and business strategies change, organiza-
tional structures change too.
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474 PART 5 | Organizational Processes and Characteristics

skilled workers, who often have professional norms guiding their behavior and 
decisions (e.g., doctors or lawyers), need to work in flat, team-based structures 
to get the work done most effectively. Advertising and marketing firms are often 
organized into teams.

Organizational Size
An organization’s size also influences its structure.28 Smaller organizations 
tend to be less bureaucratic than larger firms. Larger organizations tend to 
have greater specialization and departmentalization, greater hierarchy, and 
more rules than do smaller firms. Larger firms also benefit from lower costs 
due to economies of scale. The larger an organization and its subunits, the 
taller the hierarchy, the greater the centralization, the more bureaucratically 
it operates, and the greater the chances of conflict between managers and 
employees.29

It is impossible to identify an optimal organizational size. Many firms tend 
to start with a more organic form, but after a firm employs about 1,000 people, 
it usually adopts many mechanistic features to manage its increasing coordina-
tion and communication needs. As organizations grow larger, they become more 
bureaucratic and are often seen as less personable and harder to identify with, 
decreasing employee commitment.30 Nonetheless, even some large firms includ-
ing Google manage to retain elements of more organic structures.

To capitalize on the flexibility, adaptability, and decision-making speed of 
smaller sizes and the economies of scale of larger sizes, many firms including 
Johnson and Johnson—whose slogan is “small-company environment,  big-company 
impact”—strive to create smaller units within the larger organization.

Behavioral Expectations
A fourth important factor influencing organizational structure is the organiza-
tion’s expectations of how employees should behave, and what attitudes it wants 
to encourage or suppress. This decision is based in part on the company’s values. 
If employees are to be encouraged to make decisions and work collaboratively, 

a decentralized and flat structure is appropriate. If employees are 
expected to follow explicit rules and procedures, 

a more hierarchical, centralized structure 
would be called for. Because power plants and 

pharmaceutical manufacturing facilities need 
employees to follow explicit rules and pro-
cedures, they tend to be very centralized and 
hierarchical.
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An organization’s size affects its structure. A smaller 
organization, for instance, tends to be less bureaucratic than 
a larger one. This two-person design firm, for example, most 
likely has little formal structure. Only if and when the firm 
grows to include more designers and other staff will it start 
establishing a formal structure.
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Production Technology
A fifth factor influencing organizational structure 
is the organization’s technology, or primary produc-
tion system. When a firm uses unit production, 
it produces in small batches or makes one-of-a-
kind custom products. Employees’ talents are more 
important than the machines being used, and it is 
difficult to specify rules and procedures in advance. 
In this case, a flat structure with a low managerial 
span of control is most appropriate. Advertising agen-
cies and consulting firms typically use unit production.

When a firm uses mass production, it makes large volumes of identi-
cal products, typically using assembly lines and machines. In this case, a tall, 
bureaucratic structure with a large managerial span of control would be appro-
priate. Hershey and Sam Adams Brewery are examples of companies that use 
mass production.

When a firm uses continuous production, machines constantly make the 
product and employees monitor the machines and plan changes. At the bottom 
of the organization, continuous production requires a mechanistic structure and 
low levels of supervision because machines do most of the work. The structure 
of a firm using continuous production is often tall and thin, or even an inverted 
pyramid. Dow Chemical and Exxon Mobil use continuous production.

Organizational Change
As organizations change their strategies and adapt to changing environments, 
they often modify and change their structures to support the 
changes. Samsung adopted a more central-
ized structure than previously and created 
a new chief operating officer position to 
expedite decision making and improve effi-
ciency. And Avaya’s CEO appointed a chief 
restructuring officer to lead its restructur-
ing to support its new business strategy.

unit production
Producing in small 
batches or making one-of-
a-kind custom products

mass production
Producing large volumes 
of identical products

continuous production
Machines constantly 
make the product
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A firm using unit production produces small batches 
or custom one-of-a-kind products. This custom apparel 
shop, for instance, has a flat structure with few rules and 
procedures.
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A divisional structure is a collection of functions 
organized around a geographic area, product or 
service, or market. PepsiCo uses a divisional structure. 
One major division is responsible for the firm’s beverage 
products such as Pepsi Cola. Another handles PepsiCo’s 
snack businesses such as Fritos corn chips and Lay’s 
potato chips. 
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TYPES OF ORGANIZATIONAL 
STRUCTURES
In new or young organizations, the entrepreneur or founding group makes the 
decisions, and most communication is one-on-one because of the small organiza-
tion size. This type of early organizational structure is called prebureaucratic 
structure and is highly centralized and lacking task standardization. This type 
of structure is best for simple tasks and entrepreneurial organizations as the 
founder is able to control the organization’s decisions and growth.

The founder’s personal characteristics and values drive any of a compa-
ny’s pre-structural characteristics, which often stay with the firm as it grows.31 
Indeed, other things being equal, it is the founder’s personality that determines 
organizational structure and strategy.32 Bill Gore’s values and beliefs influenced 
the structure at W. L. Gore, the $2.4 billion high-tech materials company that 
manufactures Gore-Tex fabric.33

As small companies grow, they typically adopt greater standardization and 
taller structures and develop a bureaucratic structure with greater stan-
dardization. In a bureaucratic structure, there is a formal division of labor, 
hierarchy, and standardization of work procedures, and employee behaviors 
follow written rules.34 The greater importance placed on employees higher in 
the structure is reflected in centralized decision making and a strict chain of 
command. Bureaucracies are most appropriate in large organizations when 
work tasks are well-understood, and it is possible to specify the best way to 
execute them.

As they grow, organizations must decide how to carve employees into sub-
units. This usually means grouping people in a way that somehow relates to the 
tasks they perform. Here are six common bases for grouping employees:

 1. Employee knowledge and skills: Employees are grouped by what they know; 
for example, pharmaceutical organizations have departments like oncology 
and genetics.

 2. Business function: Employees are grouped by business function; for example, 
many organizations have departments of human resources, marketing, and 
research and development.

 3. Work process: Employees are grouped based on the activities they do; for 
example, a retailer may have different retail store and online departments 
reflecting two different sales processes.

 4. Output: Employees are grouped based on the products or services they work 
on; for example, Colgate-Palmolive has two business divisions: One division 
includes oral, personal, and home-care products and the other focuses on pet 
nutrition.

 5. Client: Employees are grouped based on the type of clients they serve; for 
example, Dell Computer has different departments supporting home, 
medium and small business, the public sector, and large business customers.

 6. Location: Employees are grouped based on the geographical areas they serve; 
for example, many retailers including Lowe’s Home Improvement divide 
employees by regions.

Now let’s discuss some of the structures that arise from these different 
groupings.

prebureaucratic structure
Smaller organizations 
with low standardization, 
total centralization, 
and mostly one-on-one 
communication

bureaucratic structure
An organizational 
structure with formal 
division of labor, 
hierarchy, and 
standardization of work 
procedures
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Functional Structure
A functional structure groups people with the same skills, or who use similar 
tools or work processes, together into departments. For example, a marketing 
department is staffed solely with marketing professionals. When Cisco Systems 
changed from a decentralized structure to a functional structure, it decreased 
the duplication and greater standardization of its products and process designs 
and reduced costs.35

Functional structures tend to work well for organizations in stable envi-
ronments selling only a few products or services because of the increased econ-
omies of scale. Career paths within each function are clear, and employee skill 
development tends to be in-depth but focused on a particular function. The 
possible disadvantages of a functional structure include poor coordination 
and communication across functions and a lack of clear responsibility for the 
delivery of a product or service. There is also an increased risk of conflict if 
employees develop a narrow perspective relevant to their function and not the 
organization as a whole.

Divisional Structure
A division is a collection of functions organized around a particular geographic 
area (geographic structure), product or service (product structure), or market 
(market structure). Divisional structures are common among organizations with 
many products or services, geographic areas, and customers.

When companies are global, they might put different divisions in charge of 
different geographic regions. Alternatively, if similar products are sold in differ-
ent geographic regions, the firm might keep most of the functional work at home 
but set up divisions in different regions to market the product. This chapter’s 
Global Issues feature discusses some of the organizational structures used by 
multinational organizations.

Divisional structures improve coordination across functions and enable flex-
ibility in responding to environmental changes because employees’ exper-
tise is focused on specific products, customers, and/or 
geographic regions. These structures can 
also help organizations grow or downsize 
as needed because divisions can be added 
or deleted as required. The possible disad-
vantages of a divisional structure are that 
rivalries and conflict might emerge across 
divisions, economies of scale are reduced 
because resources and skills are duplicated 
across divisions, and employees may become 
focused on divisional rather than organiza-
tional goals.

functional structure
An organizational 
structure that groups 
people with the same 
skills, or who use similar 
tools or work processes, 
together into departments

division
A collection of functions 
organized around a 
particular geographic 
area, product or service, 
or market
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A matrix organization is created by combining a 
functional structure with a project or product team 
structure. Ford Motor Company often uses a matrix 
structure to design and engineer automobiles such as 
the newest version of the Ford Mustang.
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G L O B A L     I S S U E S

MULTINATIONAL ORGANIZATIONAL STRUCTURES

Multinational organizations have additional challenges in cre-
ating an effective structure to support their business strategies. 
There are four primary organizational structures that support 
global business:

1. Global product division structure (e.g., McDonald’s): All 
functional activities are controlled by a product group 
at headquarters; local managers do not usually pro-
vide input into product decisions and are involved only 
in local administrative, legal, and financial affairs. This 
structure is appropriate when the benefits of global inte-
gration are large and local differences are small.

2. Global area division structure (e.g., Frito Lay): Regional 
and/or country managers are given substantial auton-
omy to adapt strategies to fit local situations. This struc-
ture is appropriate when local differences are large and 
the benefits of global integration are small.

3. Global transnational division structure (e.g., Kraft 
Foods36): A balanced, matrixed relationship between 
local managers and headquarters with a two-way flow of 
ideas, resources, and employees between the two loca-
tions. This structure works best when both global integra-
tion and local responsiveness are needed.

4. Regional headquarters structure (e.g., Coca-Cola and 
Sony): Regional headquarters are established in major 
geographical areas (often North America, Asia, Latin 
America, and Europe) that work collaboratively with the 
product divisions to give the local units clearer opera-
tional goals and directions than typically happens under 
the global transnational division matrix structure. This 
structure is best when a balance of global integration 
and local responsiveness is needed.

Matrix Structure
Can you imagine having two bosses at the same time? When employees report to 
both a project or product team and to a functional manager, they are working in 
a matrix structure.37 Employees represent their function in their work team, 
which allows the team to house all of the skills and expertise it needs to perform 
effectively and make good decisions. Project managers coordinate the different 
functional contributions to the project and are held accountable for the team’s per-
formance. An organizational chart for a matrix structure is shown in Figure 14.5.

Matrix structures generate complex reporting relationships because a 
matrixed employee essentially has two bosses: the project or product boss and 
his or her functional manager. Adjusting to a dual reporting relationship can be 
challenging, but as long as communication is open and expectations and goals 
are shared, the problems can be minimized. Costs tend to be higher due to the 
addition of program managers in addition to the functional managers, and power 
struggles may result from the two-boss system.

Matrix organizations are good at providing quality customer service, are very 
flexible, and can respond quickly to changes because the work units contain all of 
the needed functional expertise to make decisions. They are best suited to complex 
activities in uncertain environments, and work well when one affiliation is perma-
nent (typically functional) and the other is temporary, such as a specific project—for 
example, assigning a production specialist in your chocolate company to a Valentine’s 
Day project for three months and then to a Six Flags project for four months.

If project managers share organizational financial and human resources and 
cooperate, the matrix structure is more effective.38 The distributed expertise, 
enhanced communication, and faster decision making enabled by a matrix struc-
ture decrease employees’ protectionism of their functions, enabling more collabo-
ration and more effective decision making.

matrix structure
Employees report to both 
a project or product 
team and to a functional 
manager
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Team-Based Structure
Organizations with a team-based structure create horizontal or vertical teams 
that can define part or all of the organization. Unlike matrix teams, in a team-
based structure, performance team members from different functions are per-
manently assigned to the project or product team and do not report to a second 
functional manager. Whole Foods Market, the largest natural-foods grocer in the 
United States, has an average of ten self-managed teams in each store. Team 
leaders in each store and in each region are also a team.39 Team-based struc-
tures are best when collaboration and inputs from several functional areas are 
required.

Lattice Structure
In organizations with a lattice structure, cross-functional and cross-level sub-
teams are formed and dissolved as necessary to complete specific projects and 
tasks. This structure is common in consulting organizations.

team-based structure
Horizontal or vertical 
teams define part or all of 
the organization

lattice structure
Cross-functional and 
cross-level subteams are 
formed and dissolved as 
necessary to complete 
specific projects and 
tasks

Organizational Chart—Matrix Structure
Figure 14.5

A matrix structure is created by combining a functional structure with a project or product team structure. In a matrix 
structure, individuals usually report to more than one boss at the same time—their functional supervisor and a project or 
product team leader.
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Team 2
Project
Leader

Team 3
Project
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Research
Department

Leader

Production
Department
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Finance
Department

Leader

Marketing
Department

Leader

President

Source: Phillips/Gulley 474.
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W. L. Gore is a $3-billion, high-tech materials company headquartered in 
Newark, Delaware, that manufactures Gore-Tex fabric, Elixir guitar strings, 
and Glide dental floss, among many other things. Founder Bill Gore liked to 
say that at hierarchical companies, “communication really happens in the car 
pool” because that is the only place where employees freely talk without regard 
for the chain of command.40 He also observed that during a crisis, companies 
create task forces that throw out the rules, take risks, and make big break-
throughs.41 So Gore created a lattice structure with minimal hierarchy and few 
rules, organizing the company as if it were a bunch of small task forces. He 
insisted on direct, one-on-one communication where any associate (the Gore 
term for employees) can talk to any other. Gore does have a president and CEO, 
divisions, and business units, but there is no organizational chart, there is min-
imal hierarchy, and there are sponsors rather than bosses. There is no fixed or 
assigned authority. Goals are set by the same people who are accountable for 
making them happen, and tasks and functions are organized through a sys-
tem of commitments. This allows employees to create roles for themselves that 
leverage their talents and interests rather than be assigned formal jobs. The 
lattice structure of tomato processing company Morning Star is featured in this 
chapter’s Case Study.

Network Organization
A network organization is a collection of autonomous units or firms that act 
as a single larger entity, using social mechanisms for coordination and control. 
Because network organizations contract out any function that can be done better 
or more cheaply by outside firms (e.g., marketing and payroll), managers spend a 
lot of time coordinating and controlling the network of contractors and strategic 
alliances.

Clothing retailer H&M has a team of 100 in-house designers who work with 
buyers to develop its clothing, which is then outsourced to a network of 700 sup-
pliers.42 This allows H&M to be more flexible than many of its competitors and to 
keep its costs down.

Network organizations are best for functions that do not require frequent 
exchanges, do not suffer from supply uncertainty, and do not require customization. 
In this case, the costs of making and monitoring the transactions will not prevent 
the organization from hiring specialists to do the job. These specialist firms can 
often deliver a higher-quality product more cheaply because of the volume they do.

Because a network organization does not have a system of direct supervision 
or standardized rules and procedures, it must coordinate and control the partici-
pants in some other way. Some of the ways this is done are through joint payoffs 
and restricted access:

• Joint payoffs: Because networks are organized around specific products or 
projects, payments are arranged based on the final product, so that if the 
product does not make it, no firm makes a profit. This motivates everyone to 
do his or her best.

• Restricted access: By restricting their exchanges to just a few long-term 
partners, networked organizations are more dependent on each other. 
By increasing their chances for future business, long-term relationships 
decrease the incentive for one organization to take advantage of another 
because they will get kicked out of the network and lose the opportunity to 
have future work.

network organization
A collection of 
autonomous units or 
firms that act as a single 
larger entity, using 
social mechanisms for 
coordination and control
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CASE STUDY

The Morning Star Company, a highly successful and 
growing $700 million California tomato- processing 
company, was founded on a philosophy of self- 
management. The company envisions “an organi-
zation of self-managing professionals who initiate 
communication and coordination of their activities 
with fellow colleagues, customers, suppliers, and 
fellow industry participants, absent directives from 
others.”43 The core of the company’s management 
philosophy is freedom, which is seen as important 
to effective coordination. The company believes 
that freedom allows employees to be drawn to what 
they really like as opposed to having to do what 
they’re told, increasing both enthusiasm and per-
formance. Extensive applicant screening for fit with 
the company’s philosophy and new hire training 
on self-management helps employees adapt to the 
autonomy and responsibility of working without a 
formal boss.

The company’s lattice structure requires a 
high degree of self-management. Each year every 
employee writes a personal mission statement that 
identifies how he or she will contribute to Morning 
Star’s overall objective of “producing tomato products 

and services which consistently achieve the qual-
ity and service expectations of our customers.” 
Every employee also negotiates a Colleague Letter 
of Understanding (CLOU) with the associates most 
affected by his or her work. The letter creates an oper-
ating plan for each employee, spelling out the relevant 
performance metrics for as many as thirty activities. 
Employees are also personally responsible for acquir-
ing the trainings, resources, and cooperation neces-
sary to fulfill their role.44

As in any organization, disputes arise between 
employees that must be settled. If an employee 
believes that someone has not lived up to his or her 
CLOU commitments, the two meet to discuss the 
issue. If they cannot resolve the matter, they choose 
a trusted internal mediator to hear their views. If the 
losing party objects to the proposed remedy, a panel 
of six colleagues assembles and either endorses the 
mediator’s recommendation or proposes an alterna-
tive solution. If that is not accepted, the president 
brings both employees together and makes a bind-
ing decision. Reflecting employees’ commitment to 
self-management, employee disputes rarely make it 
to the president.45

The Morning Star’s Lattice Structure

CONTEMPORARY ISSUES IN 
ORGANIZATIONAL STRUCTURE
In this final section, we will examine four emerging issues that relate to organi-
zational structure. These are virtual organizations, mechanisms for integrating 
employees, communities of practice, and the effects of restructuring on performance.

Virtual Organizations
A virtual organization is one that contracts out almost all of its functions 
except for the company name and managing the coordination among the con-
tractors. A virtual organization may not even have a permanent office. Virtual 
organizations often use virtual teams linked by technology, although employees 
may still meet face-to-face.

Virtual organizations tend to be very complex. The loss of control over the 
outsourced functions creates many challenges, including communication, ambi-
guity over organizational membership and career paths, and skills for managing 
at a distance. Nonetheless, the reduced costs and increased flexibility from being 
virtual create a competitive advantage for many firms.

virtual organization
An organization that 
contracts out almost all 
of its functions except 
for the company name 
and managing the 
coordination among the 
contractors
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Sigma is a German training and consulting company whose freelanc-
ing consultants and trainers build small or large teams as needed to work 
on projects. Sigma partners work from their home offices, some full-time for 
Sigma and others temporarily if their competencies are needed on a project. 
Project managers find new partners through recommendations from current 
Sigma partners. An information technology system called SigSys enables 
communication.46

Integrating Employees
Segmenting employees into divisions, functional areas, or groups requires addi-
tional integrating mechanisms that facilitate coordination and communication 
among employees and groups. These mechanisms can be as simple as getting 
managers form different units to communicate and work together to coordinate 
or to identify and solve shared problems. When done informally, this is simply 
called direct contact.

Alternatively, a manager or team member can be assigned a liaison role 
and held formally accountable for communicating and coordinating with other 
groups. When a specific project or problem needs to be addressed, organizations 
often create a temporary committee called a task force. When integration needs 
are permanent and more complex, a cross-functional team is created. Cross-
functional teams are like permanent task forces created to address specific prob-
lems or recurring needs.

Communities of Practice
Communities of practice can also help to integrate employees and create the 
informal structure that nearly every business needs regardless of its formal 
structure. Communities of practice are groups of people whose shared exper-
tise and interest in a joint enterprise informally bind them together. Examples 
include consultants who specialize in designing training systems or environmen-
tal engineers willing to share their knowledge and insights with other environ-
mental engineers. A community of practice may or may not meet regularly or 
even in person and can be located in a single company or span companies. The 
people involved in a community of practice share their knowledge and experi-
ences in open, creative ways that can create new solutions and approaches to 
problems.47 In this way, the company intranet can cultivate a sense of commu-
nity and employee loyalty.

Most companies have communities of practice, which often span across com-
pany boundaries. Field technicians share experiences and help each other trou-
bleshoot problems, and researchers developing new products reach around the 
world to tap experts with specialized knowledge. Although these communities 
rarely show up on organizational charts and may not even be formally recognized 
by executive leadership, companies recognize their benefits and are increasingly 
promoting and enabling them.48

The Chevron Corporation has more than hundred “operational excellence” 
communities in place. One of those networks saved an estimated $30 mil-
lion in damages by rapidly sharing information about the potential hazards of 
a gas-drilling technique that had caused problems in one location. Caterpillar 
has established more than 2,700 communities with more than 37,000 registered 

direct contact
Managers from different 
units informally work 
together to coordinate 
or to identify and solve 
shared problems

liaison role
A manager or team 
member is held 
formally accountable 
for communicating and 
coordinating with other 
groups

task force
A temporary committee 
formed to address 
a specific project or 
problem

cross-functional team
A permanent task force 
created to address 
specific problems or 
recurring needs

communities of practice
Groups of people 
whose shared expertise 
and interest in a joint 
enterprise informally bind 
them together
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participants: employees, dealers, customers, and suppliers. The resulting quality 
and productivity improvements among dealers and suppliers have been enough 
to justify the investment seven times over.49

Managers cannot create effective communities of practice, only the condi-
tions necessary for them to exist. A “command and control” management style 
is unlikely to foster successful communities of practice. Successful managers 
cultivate communities of practice by identifying and bringing the right people 
together, building trust, and providing an appropriate infrastructure.50 Dictating 
goals and applying individual performance metrics can disintegrate communi-
ties of practice, and indiscriminately throwing money (or collaboration software) 
at them without a clear set of priorities can be equally wasteful.51

A relatively simple way to improve interconnectedness among commu-
nity members is to develop a searchable database that identifies each commu-
nity member’s areas of expertise to help members quickly identify appropriate 
experts. Including some personal information in the database can help; knowing 
that the person you are contacting shares a hobby or alma mater can help break 
the ice. The heart of a community of practice is the web of relationships among 
community members. Every email, wiki posting, and phone call strengthens 
members’ relationships and builds the community.

As a manager, how can you create the conditions that enable communities of 
practice to flourish? Here are some experts’ tips:52

 1. Start with a clear area of business need: Build communities that help the 
company work more effectively. For example, Hewlett Packard’s Work 
Innovation Networks are a means of focusing effort on developing a creative 
approach to a current problem.53

 2. Start small: Test ideas and try several formats to see what employees like and 
what works best. For example, any Hewlett Packard business can create a 
network by announcing itself as the host for a series of presentations, confer-
ences, and seminars on a topic it is currently striving to understand. An invi-
tation is broadcast to the rest of the company, and if the “market” responds, 
then the subject area takes on a life of its own in a community of practice.54

 3. Recruit management involvement: If lower-level employees see their bosses 
actively participating in the community, they are more likely to participate 
as well.

 4. Use technology that supports the community’s needs and that community 
members are able to use and are comfortable using: Some training in using 
wikis, portals, and other technologies may be necessary. Some companies, 
including Ford Motor Company and Delta Airlines, have even provided home 
computers and Internet connections for employees for a very low price.

 5. Respect and build on informal employee initiatives already underway: 
Employees may have already created a type of community of practice to help 
them do their jobs better—determine what is already in place and working, 
and build on it. Employees will already be somewhat familiar with the com-
munity’s processes and practices and more willing to use it.

 6. Celebrate contributions and build on small successes: Building a commu-
nity of practice takes time and requires employees to behave in new ways. 
Highlight on the company intranet or in the company newsletter ways the 
community has solved business problems and recognize employees who have 
meaningfully contributed.

A reason many companies invest in communities of practice is the ability 
of these communities to transfer knowledge among people. Organizations such 
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as IBM, HP, and Unisys even prefer to call them “knowledge networks.” In the 
knowledge economy, organizations need their employees to become “knowledge 
workers” who constantly draw on their expertise to respond to a rapidly chang-
ing market. Employees need to be able to participate in a flow of knowledge that 
consists of not only written and online information sources but also the active 
exchange of ideas with others who have related experience and skills.55 This also 
helps transfer knowledge from senior to junior employees, ensuring that key 
knowledge is not lost when some employees leave or retire.

Effects of Restructuring on Performance
The turnover of a CEO is frequently followed by corporate restructuring.56 
Struggling organizations often look to restructuring as a way to improve their 
performance.57 Although restructuring can certainly address some issues, it is 
not a panacea58 and can lead to unintended consequences.59

The restructuring process is stressful and can decrease employee motiva-
tion if the changes are poorly communicated. High performers often leave if the 
change is chaotic or if their future with the firm is ambiguous. When the new 
structure requires fewer employees, the survivors of the resulting downsizing 
can suffer stress, decreased commitment, and higher turnover intentions.60

Restructuring efforts must focus on positioning the organization for the future.61 
Restructuring also must address the real cause of whatever the organization wants 
to change.62 For example, if a performance problem is due to low employee motiva-
tion due to poor supervisors, reorganizing the structure is not likely to fix this core 
problem. Restructurings should take place as infrequently as possible to create sta-
bility, enhance performance, and minimize employee stress and confusion.

SUMMARY AND APPLICATION

Organizational design is the process of selecting and managing aspects of orga-
nizational structure and culture to enable the organization to achieve its goals. 
Organizational structure is the formal system of task, power, and reporting rela-
tionships in an organization. Organizational charts are diagrams of the report-
ing relationships and chain of command in a company.

Division of labor is the degree to which employees specialize or general-
ize. Span of control is the number of people reporting directly to an individual. 
Hierarchy is the degree to which some employees have formal authority over 
others. Centralization is the degree to which power and decision-making author-
ity are concentrated at high levels of the organization rather than distributed. 
Delegation frees managers to focus on more important tasks, develops others’ 
skills, increases trust, and can lead to a higher-quality product.

An organization’s structure is influenced by its business strategy, external 
environment, talent, size, expectations of how employees should behave, pro-
duction technology, and organizational change. Prebureaucratic structures are 
most common in newer and smaller organizations. They are characterized by low 
standardization and total centralization, and most communication is one-on-one. 
Bureaucratic structures have more formal division of labor, greater hierarchy, 
and more standardization of work procedures.

Network organizations are best for functions that do not require frequent 
exchanges, do not suffer from supply uncertainty, and do not require customization. 
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As we saw earlier, Treehouse owners were deliberating 

their dilemma of whether or not they needed manag-

ers. Having reached a logical jumping-off point in their 

meditations about management, Carson and Johnson 

took the next logical step: They wrote up a “manifesto” 

about how the company would work without managers, 

posted it on an internal forum, and invited everyone to 

“discuss” the matter. “The company ground to a halt for 

two days,” reports Carson, while the workforce gener-

ated 447 comments. When the proposal was put to a 

vote, 90 percent of Treehouse employees endorsed a 

bossless workplace.

So, in mid-2013, says Carson, “we removed all 

managers. . . . We changed the way the company oper-

ated and gave all employees 100 percent control of 

their time and let them decide what they work on each 

day. From then on, no one would tell anyone what to 

do, not even the CEO.” The result? At first, Carson 

admits, “it was total chaos,” but Carson and Johnson 

quickly realized that much of a manager’s job involves 

communication and that subordinates mostly need man-

agers because they need information.

In short, even if you’ve addressed the problem of 

over-managing, running an organization is basically a 

matter of coordination. “The chaos,” contends Carson, 

“came from the fact that . . . non-managers aren’t used 

to the level of communication needed to coordinate with 

other teams and projects, so there’s often not enough 

proactive communication and coordination. We don’t 

have managers to coordinate across projects, so it’s 

up to individuals to take time to communicate what’s 

happening on their projects and how it affects other 

people.”

Thus, one of the first corrective measures taken 

by the two (former) top managers was building a 

new internal-information tool called Canopy, a sort 

of open-source email account that gives everyone the 

capability to access and contribute to companywide 

communications. Not surprisingly, shared information 

is also crucial to the process of getting along without 

bosses. Projects are proposed by employees, who use 

Canopy to circulate the information needed to get 

other employees interested. If a proposal attracts suf-

ficient interest, it moves forward, with the employees 

who’ve chosen to get involved selecting a manager for 

the project. “There are still going to be managers at 

Treehouse,” explains Carson. “There just aren’t titles. 

The only way you can be a leader is if you lead and 

people want to follow.”

The system, of course, has its drawbacks. For one 

thing, says Carson, “I can’t make people do things. 

. . . I’ve even had people tell me they don’t have time 

or aren’t interested in my ideas. It sucks, but it’s part 

of running a no-manager company.” Needless to 

REAL-WORLD RESPONSE
BUILDING A TREEHOUSE

(Continued)

42502_ch14_ptg01_461-491.indd   485 18/12/18   12:44 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



486 PART 5 | Organizational Processes and Characteristics

DISCUSSION QUESTIONS

1. How do you think your career path might differ in a hierarchical versus a 
flat organization?

2. Why do you think companies are moving toward flatter, more organic struc-
tures? Do you think this is appropriate?

3. What areas of an organization (e.g., what functions) do you think are the best 
to centralize? Which are the best to decentralize?

4. What keeps you from delegating more? How can you overcome these 
obstacles?

5. If you started your own company selling iPhone applications, what organiza-
tional structure would you create? Why?

6. If you wanted employees to work collaboratively and minimize conflict, what 
organizational structures would you consider adopting? Why? Which struc-
tures would you avoid? Why?

7. What type of person would be a good fit with Nordstrom’s extremely organic 
and informal structure? Why?

8. What would you do during a corporate restructuring to ensure that your best 
employees did not leave?

say, Carson is also frustrated by the fact that “I can’t 

make things happen very fast. There are many times 

I just want to say, ‘Do this right now,’ but I can’t. It’s 

basically against the rules.” More important, it can 

often take quite a while to get projects off the ground. 

According to Treehouse rules, “you have to propose a 

project, explain it thoroughly, and convince people to 

join. The process,” Carson admits, “can take weeks or 

months.”

Perhaps the biggest problem, however, is still ahead. 

“We have 70 employees now,” says Carson, “and for a 

company our size, this model works. However, it’s prob-

ably going to start showing serious signs of trouble at 

around 150 people. But then again, we’ll figure it out.”

In this case, the costs of making and monitoring transactions will not prevent the 
organization from hiring specialists to do the job. Mechanistic organizations are 
rigid, traditional bureaucracies with centralized power and hierarchical commu-
nications. Organic structures are flexible, decentralized structures without clear 
lines of authority, with decentralized power, open communication channels, and a 
focus on adaptability in helping employees accomplish goals.

Communities of practice are groups of people whose shared expertise and 
interest in a joint enterprise informally bind them together. They help organi-
zations share knowledge internally as well as across organizational boundaries.

UNDERSTAND YOURSELF EXERCISE

Am I an Effective Delegator?
As you learned in this chapter, delegation is an important managerial skill in 
every organizational structure. This exercise gives you the chance to assess your 
delegation habits.
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 ___  1.  I’d delegate more, but the jobs I delegate never seem to get done the way 
I want them to be done.

 ___  2. I don’t feel I have the time to delegate properly.
 ___  3.  I carefully check on subordinates’ work without letting them know I’m 

doing it, so I can correct their mistakes if necessary before they cause too 
many problems.

 ___  4.  I delegate the whole job—giving the opportunity for the subordinate to 
complete it without any of my involvement. Then I review the end result.

 ___  5.  When I have given clear instructions and the job isn’t done right, I get 
upset.

 ___  6.  I feel the staff lacks the commitment that I have. So any job I delegate 
won’t get done as well as I’d do it.

 ___  7.  I’d delegate more, but I feel I can do the task better than the person I 
might delegate it to.

 ___  8.  I’d delegate more, but if the individual I delegate the task to does an 
incompetent job, I’ll be severely criticized.

 ___  9. If I were to delegate the task, my job wouldn’t be nearly as much fun.
 ___ 10.  When I delegate a job, I often find that the outcome is such that I end up 

doing the job over again myself.
 ___ 11. I have not really found that delegation saves any time.
 ___ 12.  I delegate a task clearly and concisely, explaining exactly how it should 

be accomplished.
 ___ 13.  I can’t delegate as much as I’d like to because my subordinates lack the 

necessary experience.
 ___ 14. I feel that when I delegate I lose control.
 ___ 15. I would delegate more but I’m pretty much a perfectionist.
 ___ 16. I work longer hours than I should.
 ___ 17.  I can give subordinates the routine tasks, but I feel I must keep nonrou-

tine tasks myself.
 ___ 18.  My own boss expects me to keep very close to all details of my work.

Scoring: Add up your responses to the eighteen statements to calculate your 
delegating habits score.

Interpretation: If your score is over 72, you may be seriously failing to utilize 
the talents of your staff and should try to delegate more.

If your score is between 36 and 71, your delegating habits could probably be 
improved.

If your score is below 35, you are probably an effective delegator.
Review the statements to which you responded with a 4 or 5. This will give 

you some insights into the obstacles and excuses that might be keeping you from 
delegating more.

To improve your delegation skills, imagine that you must travel to an island 
and will not be able to contact anyone off the island for a week. Identify what you 
need to accomplish in the next week, and think about how you would delegate it 
to get it all done. Then start delegating some tasks and responsibilities and see if 
you are not surprised at the results!

Source: Management review by T. J. Krein. Copyright 1982 by American Management Association.

Strongly  
disagree Disagree Neutral Agree Strongly  

agree

1 2 3 4 5
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GROUP EXERCISE

To Matrix or Not to Matrix, That Is the Question

The Situation

Platinum Resorts is a chain of all-inclusive luxury resorts, with locations in 
Playa Del Carmen, Mexico; Negril, Jamaica; Freeport, Bahamas; and Key West, 
Florida. Some customers return to the same location year after year, and others 
enjoy trying out different locations in the group. However, recent reports indicate 
that sales are down and customer complaints are up. Resort managers are point-
ing fingers and insisting that the middle managers at each location (front desk, 
food service, housekeeping, and maintenance) are not upholding company stan-
dards. Currently, the company has adopted a divisional structure, with a vice 
president for each of the four resorts.

The Decision

Frustrated by inconsistent service and weak sales, Platinum Resorts has enlisted 
the services of a consultant. After visiting each of the resorts and speaking with 
employees and guests, the consultant is recommending that the company move 
from its current divisional structure to a matrix organization. The consultant 
explains that a matrix organization is used by many innovative organizations, 
such as NASA, to achieve functional and divisional control. Although some man-
agers think that this is a great idea, others are concerned that their authority 
and control may be undermined by this new organizational structure. Platinum 
Resorts knows that something has to change, but you are unsure if this is the 
right solution.

Team Activity

Form a group of four students and assign each group member to one of the fol-
lowing roles:

• President of Platinum Resorts
• Sales manager for the Playa Del Carmen, Mexico resort
• Housekeeper at the Key West, Florida resort
• Guest at the Negril, Jamaica resort

Exercise Activities
 1. Without consulting other members of the team, and from the perspective 

of your assigned role, do you think that Platinum Resorts should adopt a 
matrix structure?

 2. Assemble your group and have each member present the potential pros and 
cons of organizing as a matrix organization.
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ORGANIZATIONAL CULTURE
15
C H A P T E R 

Real-World Challenge: Creating a Top 
Workplace Culture at Asana

THE MEANING AND DETERMINANTS  
OF ORGANIZATIONAL CULTURE
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How Leaders Create and Maintain 
Culture
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OF INCLUSION

Cultures of Conflict
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Case Study: Building a Culture for Inclusion 
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Improve Your Skills: Assessing Culture

EFFECTS OF TECHNOLOGY AND 
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Building and Maintaining Culture with 
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MANAGING ORGANIZATIONAL CULTURE
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Teaching the Organizational Culture: 
Socialization
Changing Organizational Culture

Understand Yourself: Refining Your Sense  
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SUMMARY AND APPLICATION
Real-World Response: Creating a Top 
Workplace Culture at Asana

After studying this chapter, you should be able to:

1 Describe the meaning, importance, and origins of organizational culture.

2 Discuss cultures of conflict and cultures of inclusion.

3 Identify and discuss how technology and innovation affect organizational culture.

4 Describe how effective organizations manage their culture.
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REAL-WORLD CHALLENGE

CREATING A TOP WORKPLACE  
CULTURE AT ASANA1

According to the U.S. Bureau of Labor Statistics, in 2017 San Francisco Bay area unem-

ployment was 34 percent lower than the national average and wages in the area were 39 

percent higher, putting a lot of pressure on companies in the area to hire and retain the tal-

ent they need to succeed. Most technology companies in the area have well-deserved rep-

utations for long hours and fierce competition as well as catered meals and creative perks. 

But workplace-productivity management company Asana, founded by former Facebook 

and Google employees, believed that rather than free food and creative benefits such as 

pet-friendly offices, creating a company with a culture in which employees want to work 

and in which employees respect each other results in happier and more productive employ-

ees as well as a competitive advantage.

AP IMAGES/ERIC RISBERG
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From the beginning, Asana founders Dustin Moskovitz and Justin Rosenstein 
believed that instead of looking at culture as something that “just happens,” it 
is something that should be carefully designed, tested, debugged, and iterated 
on, like any software product they released. Asana’s mission is to “help human-
ity thrive by enabling all teams to work together effortlessly,”2 and its founders 
wanted the company to be the change that they are trying to create. Their goal 
was to create a clear and transparent workplace where employees feel ownership 
and take responsibility for their work, are inspired about the company’s mis-
sion, and collaborate in as frictionless an environment as possible in a rapidly 
growing organization. Creating a culture that enabled greater agility would also 
help Asana execute its mission and compete effectively. What advice would you 
give Asana in creating and maintaining this type of organizational culture? After 
reading this chapter, you should have some good ideas.

Organizational culture is essential to organizational performance. Not 
only does it influence the decisions and behaviors of employees, but it also 
explains what is happening in an organization and why it is happening. Just as 
organizational structure can be thought of as an organization’s skeleton, orga-
nizational culture can be thought of as its personality because it influences the 
way employees behave. Understanding and managing organizational culture 
is an important management role that can improve your own and your organi-
zation’s performance. After reading this chapter, you should better understand 
organizational culture and how to manage it.

THE MEANING AND DETERMINANTS  
OF ORGANIZATIONAL CULTURE
When we say that an organization has a certain type of culture, what do we 
mean? Organizational culture is a system of shared values, norms, and assump-
tions that guides members’ attitudes and behaviors3 and influences how they 
perceive and react to their environment. These assumptions are usually taken 

for granted by organizational members and are taught to new members 
as they are socialized into the group.

An organization’s culture is reflected 
in how it gets work done and how employ-
ees interact with each other. It takes a long 
time for a culture to evolve and a long time 
to change it. Trust is the foundation of cul-
ture and is earned through repeated inter-

actions over time. When a positive culture 
becomes strong enough, employee interac-
tions become more efficient. Relationships 
improve, and employees cooperate to achieve 
common goals. When culture supports busi-
ness strategy, the firm can become high per-
forming. Common organizational culture 

organizational culture
A system of shared 
values, norms, and 
assumptions that guide 
members’ attitudes and 
behaviors

Culture is the shared values, norms, and assumptions that 
guide behaviors in an organization. Artifacts are the physical 
manifestations of culture. This office setting, for example, 
has numerous artifacts that suggest a culture of openness, 
informality, and an appreciation of the environment.
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themes include ethics, innovation, being casual or formal, and collaboration.4 Of 
course, as important as it is to create and maintain the right culture, doing so is not 
necessarily easy.

Cultures are made up of formal and informal practices, artifacts, espoused 
values and norms, and assumptions. Artifacts are physical manifestations of the 
culture including the myths and stories told about the organization or its founder, 
awards, ceremonies and rituals, decorations, office space allocations, the dress code, 
how people address each other, published lists of organizational values, and so on.

When Lou Gerstner wanted to reinforce his culture change efforts at IBM, 
he abolished the firm’s famous white shirt and tie dress code.5 Steelmaker Nucor 
Corporation lists every single employee’s name on the front cover of its annual 
report as a symbolic gesture to build and reinforce its team culture.6

Espoused values and norms are those that are explicitly stated by the 
organization. For example, an organization might state that ethical behavior is 
a preferred value and norm, and it might hang signs in the office stating that 
ethical behavior is a driving principle of the company as an artifact of that cul-
tural component. Nokia communicates its espoused values through videos, its 
intranet, and in its communications on company strategy.

Enacted values and norms are those that employees exhibit based on their 
observations of what actually goes on in the organization. If a company’s top man-
agers engage in illegal or unethical behavior, these are the enacted values and 
norms of the firm no matter what its formally stated ethics values are. If the com-
pany has the espoused value that ethics are important, the difference between 
that espoused value and its enacted values creates a gap that can negatively 
affect employee attitudes and company performance.7 Performance management, 
feedback, and compensation systems all help align espoused and enacted values 
and norms. Global cloud-based public relations solutions company Cision gives 
quarterly awards of company swag, a $100 gift card, and a charitable donation 
of the winners’ choosing to individuals and teams that embody company values.8

Assumptions are those organizational values that have become so taken for 
granted over time that they become the core of the company’s culture.9 These 
basic assumptions are highly resistant to change and guide organizational 
behavior. For example, outdoor clothing company Patagonia is noted for its social 
responsibility and environmental awareness.10 Patagonia employees would be 
stunned to see their managers engage in environmentally irresponsible behavior. 
Figure 15.1 illustrates these four levels of culture.11

artifacts
The physical 
manifestation of the 
culture including 
open offices, awards, 
ceremonies, and formal 
lists of values

espoused values and 
norms
The preferred values and 
norms explicitly stated by 
the organization

enacted values and norms
Values and norms that 
employees exhibit based 
on their observations of 
what actually goes on in 
the organization

assumptions
Those organizational 
values that have become 
so taken for granted over 
time that they become the 
core of the company’s 
culture

Four Levels of Culture
Figure 15.1

Organization culture 
has four levels: Artifacts, 
Assumptions, Espoused 
Values, and Enacted 
Values.•

Artifacts
Physical manifestations of the 
culture, including:

•  Myths and stories
•  Awards, ceremonies, and
   rituals
• Dress code

Espoused Values
• Explicitly stated organizational 

values

Enacted Values
• Norms and behaviors actually 

exhibited by employees

Assumptions
• Taken for granted
• Unconscious 
• The ultimate source of values 

and behaviors
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Formal practices that influence culture include compensation strategies like 
profit sharing, benefits, training and development programs, and even the use of 
teleconferencing to enable some employees to work from home. Informal prac-
tices include “open-door management” to promote upward communication and 
the sharing of ideas, employees helping each other, and employees of different 
ranks eating lunch together to share ideas.

Does Culture Matter?
Does culture matter? One expert believes that “Organizational culture is the key 
to organizational excellence … and the function of leadership is the creation and 
management of culture.”12 Research has shown that by actively managing culture, 
your organization and its employees will be more likely to deliver on strategic 
objectives over the long run. In particular, culture boosts organizational perfor-
mance when it (1) is strategically relevant, (2) is strong, and (3) emphasizes inno-
vation and change to adapt to a changing environment.13 The effects of culture on 
a firm’s effectiveness are even stronger when employees have positive attitudes.14 
A company’s culture should reinforce its business strategy, and can give a firm a 
competitive advantage. If a business strategy and corporate culture are pulling in 
two different directions, the culture will win no matter how good the strategy is.15

Culture is a source of competitive advantage. Creating a culture that sup-
ports sharing and helping other employees can have positive performance 
results. Technology can make a sharing culture possible. For example, Xerox gave 
its 25,000 field-service engineers access to a knowledge-sharing system that they 
can consult during sales calls. The system led to a nearly 10 percent savings on 
parts and labor, worth $15–$20 million per year.16 Lowe’s Home Improvement 
leveraged technology to improve how its employees communicate and collabo-
rate. Lowe’s hosts their own internal “social business” conferences and collabora-
tion technology is now how many employees at Lowe’s do their everyday work.17

Organizational cultures can be strong or weak. Strong cultures clarify appro-
priate behavior, are widely shared, and are internally consistent. Strong cultures 
can enhance organizational performance in two ways. First, they improve perfor-
mance by energizing employees—appealing to their higher ideals and values, and 
rallying them around a set of meaningful, unified goals. Because they are engag-

ing, these cultures stimulate employee commitment and effort.18 Culture 
is the center of JAMF Software’s new hire onboard-

ing program. Every new employee from a new 
CEO to a new custodian goes through a one-
week module focused on learning about the 
company’s history and culture through con-
versations at the corporate headquarters with 
the founders and key managers.19

Second, strong cultures improve perfor-
mance by coordinating employee behavior. 
Shared values and norms focus employees’ 
attention on company priorities and goals that 

A strong culture coordinates employee behavior and 
energizes employees to rally around meaningful and unified 
goals. These employees are working together on a Saturday 
morning to plant trees in a local park as part of a community 
service campaign sponsored by their employer. Their 
organization likely has a strong culture.
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then guide their behavior and decision making without impinging on employee 
autonomy like formal control systems do. This makes strong cultures particu-
larly helpful for dealing with changing environments.20

Strong cultures are not always better than weak cultures, however—whether 
the culture is positive or negative also matters. A strong positive culture pro-
motes employee commitment to the firm’s value system and helps to align 
employee and company values. An example of employee behaviors in a strong 
positive culture would be employees’ reaction to the arrival of the plant man-
ager: “We’re proud to have our plant manager come onto the production floor 
to observe our ethical, high-performance, high-quality work behaviors. We work 
this way whether the manager is here or not.” In a strong negative culture, which 
means that employees have shared norms and values that are not consistent 
with what the organization wants or values, employee reactions to the plant 
manager’s arrival would be: “Heads up! The plant manager is coming onto the 
production floor—look busy!”

Because strong cultures create stable and consistent employee values and 
behaviors, they are slow to change. If a company needs to change its culture to 
adapt to changing competition or a new business strategy, a strong culture can 
create difficulty in its ability to evolve. A company with a weaker culture (but 
not too weak) should be able to more quickly adapt to different circumstances. 
Culture is like the glue that holds things together in an organization—if it is 
too weak, it does not effectively guide employees. Research has found that long-
term financial performance is highest for organizations with an adaptive culture 
receptive to change and innovation.21

When a culture is strong, it pushes employees to engage in behaviors that rein-
force the firm’s values and culture, whether good or bad. Strong ethical cultures 
are known to influence employees’ ethical behavior and commitment through 
formal and informal organizational structures and systems.22 An overall ethical 
environment that includes leadership, communication, reward systems, and a for-
mal ethical behavior code of conduct decreases employees’ unethical conduct.23

What ruined Enron? Unethical conduct and misleading accounting are the 
easy answers. But underlying many of its problems was a culture that pushed 
for visible results and individual performance above all else. An emphasis 
on consistent earnings growth and individual initiative, combined with the 
absence of the usual corporate checks and balances, tipped the culture to one 
that reinforced unethical corner cutting.24 During the housing crisis, ram-
pant unethical corporate behavior led FBI Director Robert Mueller to call 
for a “culture of integrity” to combat the rampant mortgage fraud and other 
white-collar crime.25

A good example of how a company’s culture influences employee behaviors 
is seen in the way Acadian Ambulance Service in New Orleans responded after 
Hurricane Katrina hit in the fall of 2005. Employees from medics to mechanics, 
some of whom had lost their homes, quickly began delivering supplies, cooking, 
and keeping generators working. By the weekend, more than 5,000 patients 
and about 11,000 hospital staff and family members were evacuated. Ross 
Judice, M.D., Acadian Ambulance Service’s medical director, said, “Acadian’s 
culture has always been to ‘Get the job done.’ … Things happen because you 
have good people wanting to do good things who have the leadership and the 
motivation to do it. We saw a need and stepped up. That happened over and 
over again.”26

Culture matters to organizations because it influences employees’ discretion-
ary behaviors, including what they do in situations when the rules and expecta-
tions are unclear or when there is no direct supervision. This is critical because 
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498 PART 5 | Organizational Processes and Characteristics

Leaders at Southwest Airlines have worked consistently to build 
and maintain a culture centered around fun and teamwork. 
These Southwest maintenance employees are effectively 
working together as a team to perform maintenance work on 
various airplane parts. The company’s strong culture helps them 
carry this work out quickly and effectively.

organizations cannot create procedures or policies covering every possible situation. 
One of the most important sources of employee motivation is the firm’s culture.

Understanding your corporate culture can create a personal competitive 
advantage by reducing the chances of your offending superiors or making a social 
blunder. Phrasing your ideas in ways consistent with actual company values and 
with the way top management views the world also increases your influence.

How Leaders Create and Maintain Culture
An organization’s culture is influenced in part by its industry. Different indus-
tries develop different cultures. For example, nuclear power plants have a very 
different culture than do Internet or biotech firms. Organizational culture is 
also influenced by the national culture in which the organization is embedded. 
Russian, Chinese, and American companies tend to differ due to the national cul-
tures in which they are embedded. Company founders and leaders also influence 
a firm’s culture.

Most managers’ training prepares them well to set the business strategy and 
ensure that the organization’s capabilities are in line with this strategy. Shaping 
an organization’s culture is harder to learn in school and takes personal involve-
ment. A leader has to define the culture to support the business strategy, con-
sistently behave in ways that demonstrate the culture, explain the culture to 
employees so they understand why it is critical, and then hold himself or her-
self and others accountable for maintaining it. It can be very time-consuming to 
create and maintain an organizational culture. Nevertheless, organizations like 
Nordstrom, Southwest Airlines, and Nike did not earn their success by letting 
their cultures develop accidentally.

An organization’s founder and early management team shape a firm’s cul-
ture, which is then reinforced by management’s philosophy, values, vision, and 
goals. These cultural choices then influence the company’s structure, compensa-
tion system, customer relations policies, human resource policies, and individual 
behavior and motivation, which reinforce the culture. At appliance manufacturer 
Whirlpool, senior leaders make an inclusive culture a top priority. A diversity 
council oversees the efforts of the corporate diversity network, and a diver-

sity network mentoring program addresses the needs of new hires. The com-
pany also hosted a diversity summit to discuss building a 

culture of inclusion.27 To involve busy senior 
leaders and middle management in the com-
pany’s diversity efforts, it creates short five- to 
ten-minute podcasts that report on the com-
pany’s diversity initiatives. Executives can 
also print them out as short, two-page papers.  
A diversity and inclusion “lunch and learn” 
series hosted by the employee-based diversity 
networks, offers a comfortable environment to 
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generate discussion among peers. The engagement of Whirlpool’s leaders has 
stimulated positive change throughout the organization.28

When beverage giant Molson Coors’ new CEO Peter Swinburn took the 
reins after a series of ten acquisitions and joint ventures created a mishmash of 
workforces, he made it his top priority to forge a cohesive corporate culture.29 As 
Swinburn says, “If you spend five years developing a brand, why shouldn’t you 
spend five years developing a culture?”30 So how can leaders create, maintain, 
or change an organization’s culture? Table 15.1 highlights some tactics several 
experts recommend.31

Employment and staffing service provider Randstad wanted its new hire 
training program to include information about the company’s culture. What 
started as a one-week on-site course for new hires has grown into a sixteen-week 
program that combines e-learning, in-class training, on-the-job learning, and 
mentoring. During their first week at Randstad, new hires receive a virtual 
call in which executives welcome them to the company. Participants then take 
an e-learning course about the culture and the history of the organization and 
receive classroom training from their district managers on the culture and val-
ues of the company. Randstad believes that the training helps the business run 
more smoothly and gives employees a sense of having a career, not just a job.32

How Leaders Can Influence an Organization’s Culture
Table 15.1

• Develop a clear sense of mission and values about what the company should be, and 
communicate it to employees through what you pay attention to, measure, and control.

• Select employees who can share, express, and reinforce the desired values in order to 
help build the desired culture. Furniture retailer IKEA hires employees based on their atti-
tudes, values, and fit with the company culture as much as for their qualifications. Steel-
maker Nucor Corporation protects its culture by making cultural compatibility a key issue 
in acquiring other companies. In visiting companies it is interested in acquiring, Nucor 
pays careful attention to how plant managers and employees interact.29

• Use daily routines and concrete actions and behaviors to demonstrate and exemplify appro-
priate values and beliefs. For example, Walmart employees are constantly reminded of the 
company’s cost-control culture. Reinforcing the company’s thrift, a Walmart vice president 
responsible for billions of dollars’ worth of business has his visitors sit in mismatched, cast-
off lawn chairs likely left behind as free samples during a sales call.30

• Consistently role-model behaviors that reinforce the culture. Walmart CEO Lee Scott and 
Chief Financial Officer Tom Schoewe each earn millions of dollars a year, but on business 
trips, the two regularly share a modest hotel room. “Sharing rooms is a very symbolic 
part of what we do,” Scott says. “It’s also an equalizer. If I’m asking the district managers 
to share a room, but I won’t share a room with Schoewe, then what am I saying? There 
are two different standards here? The customer is the most important thing for all of you, 
but for me I think I’ll run a different standard.”31 Leaders set the culture, and employees 
learn what behaviors and attitudes are appropriate from their leaders’ behaviors.

• Make your human resource management procedures and criteria consistent. Communi-
cate your priorities in the way you reward employees. Linking raises and promotions to 
specific behaviors communicates leaders’ priorities. When Lou Gerstner took the lead at 
IBM, he reinforced his performance focus with new performance appraisal and compen-
sation systems.

• Nurture traditions and rituals that express, define, and reinforce the culture. Awards and 
recognition ceremonies, having the CEO address new employees during their orientations, 
and reciting stories of past company successes can all define and reinforce a firm’s culture.
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500 PART 5 | Organizational Processes and Characteristics

Changes in strategy, technology, and organizational structure all trigger a 
need for changes in employees’ attitudes, behaviors, values, and skills. This can 
require changes in the organization’s culture to reinforce these new employee 
behaviors and values. To assess important dimensions of their culture, compa-
nies like Coca-Cola use surveys and focus groups to regularly evaluate employ-
ees’ perceptions of the company’s support for diversity.33

Organizational culture has many layers. Outer layers of the culture, such 
as marketing strategies and customer service perceptions, can change quickly. 
Inner layers, including fundamental values and ideologies, are much slower to 
change.

Organizations can also have different cultures in different areas. Different 
business units or subgroups of organizations can develop unique cultures sup-
porting their unique business needs. This can actually mean that employees who 
belong to multiple subgroups simultaneously participate in several different 
organizational cultures.

CULTURES OF CONFLICT AND CULTURES 
OF INCLUSION
To better understand organizational culture, let’s now discuss two specific types 
of culture: cultures of conflict and cultures of inclusion.

Cultures of Conflict
Conflict cultures are one example of a specific type of culture. Firms develop 
distinct conflict cultures, or shared norms for managing conflict, which reflect 
different degrees of active versus passive and agreeable versus disagreeable 
conflict management norms.34 Active conflict management norms resolve 
conflict openly, whereas passive conflict management norms tend to avoid 
addressing conflict. Agreeable conflict management norms resolve con-
flict in a cooperative manner, whereas disagreeable conflict management 
norms resolve conflict competitively. This results in four types of conflict cul-
tures: dominating, collaborative, avoidant, and passive–aggressive, as shown 
in Figure 15.2.35

conflict culture
Shared norms for 
managing conflict

active conflict 
management norms
Resolve conflict openly

passive conflict 
management norms
Avoid addressing conflict

agreeable conflict 
management norms
Resolve conflict in a 
cooperative manner

disagreeable conflict 
management norms
Resolve conflict 
competitively

Figure 15.2
Cultures for Managing ConflictThere are four kinds 

of cultures of conflict. 
These vary based on 
active or passive norms 
and agreeable or 
disagreeable norms.

Disagreeable Agreeable

Active Dominating Collaborative

Passive Passive-Aggressive Avoidant

Source: Gelfand, M. J., Leslie, L. M., & Keller, K. M. (2008). On the Etiology of Conflict Cultures, Research in 
Organizational Behavior, 28, 137–166.
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Dominating Conflict Cultures
Dominating conflict cultures are active and disagreeable; open confrontations 
are accepted as well as heated arguments and threats.36 The Digital Equipment 
Corporation had a dominating conflict culture as described by a former employee:

People at Digital seemed to fight a lot with one another. Shouting matches 
were a frequent occurrence, and I came to conclude that Digital people didn’t 
like one another. I was subsequently told by more senior members that it was 
okay to disagree with someone, because truth would ultimately prevail. … 
After one of these exchanges, one in which I almost came to blows with one of 
my peers, I was called in by my manager the next morning. Sensing that this 
time I had really exceeded the bounds of propriety, I thought about updating 
my resume. It was with great and pleasant surprise that I was told that my 
behavior the previous day had been admirable.37

Collaborative Conflict Cultures
Collaborative conflict cultures are active and agreeable. Employees actively man-
age and resolve conflicts cooperatively to find the best solution for all involved 
parties.38 Southwest Airlines has a collaborative conflict culture, as described by 
a chief pilot:

Pilots and flight attendants—sometimes an interaction didn’t go right 
between them. [If] they are upset, then we get them together and work it 
out, in a teamwork approach. If you have a problem, the best thing is to 
deal with it yourself. If you can’t, then we take it to the next step—we call a 
meeting of all the parties.39

Avoidant Conflict Cultures
Avoidant conflict cultures are passive and agreeable. This type of culture strives 
to preserve order and control and/or to maintain harmony and interpersonal 
relationships.40 Typical behaviors include accommodating or giving in to the 
other’s point of view, changing the subject, or evading open discussion of the 
conflict issue.

Avoidant conflict norms often start at the top. At Wang Laboratories, a 
once-successful computer company that eventually went bankrupt, the founder 
and director developed and sustained a conflict avoidant culture by sending a 
strong message that he did not want to hear any conflicts or disagreements with 
his policies and practices. Although he acted in ways he believed would benefit 
the entire organization, which worked for a while, everyone prospered only as 
long as his instincts and actions were correct.41

Passive–Aggressive Conflict Cultures
Passive–aggressive conflict cultures are both passive and disagreeable. Rather 
than dealing openly with conflict, this culture develops norms to handle it via 
passive resistance such as refusing to participate in conflict-related discussions, 
giving the silent treatment, withholding information, or withdrawing from work 
and from interactions with coworkers.42 Hospitals often have passive–aggressive 
conflict cultures due to the many layers of authority and strong bureaucracy.43

National and regional culture can influence which type of conflict culture 
develops in an organization. This chapter’s Global Issues feature describes some 
of the cross-cultural influences on conflict cultures.
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Cultures of Inclusion
Organizational culture is an important part of effective diversity manage-
ment. An organization’s values and culture interact with its demographic com-
position to influence social interaction, conflict, productivity, and creativity.49 
Organizations that focus on collective interests better capitalize on the poten-
tial benefits of demographic diversity. Research has supported the idea that 
pro-diversity cultures are related to lower turnover among blacks, whites, and 
Hispanics.50 Perceiving that the organization values diversity is also related to 
reduced absenteeism among black employees.51

An organization’s culture of inclusion reflects the extent to which major-
ity members value efforts to increase minority representation, and whether the 
qualifications and abilities of minority members are questioned.52 These percep-
tions may be affected by the firm’s diversity actions as well as by the extent to 
which diversity is salient to a particular individual.53

When home finance company Fannie Mae wanted a corporate culture that 
values and retains employees, they asked employees, “From your own per-
spective, what could we do to improve the culture here?” They learned that 
Jewish, Muslim, and Hindu groups felt that the company always acknowledged 
Christmas but never acknowledged Rosh Hashanah, Ramadan, or Diwali. The 
issue came up again when Fannie Mae was rushing to complete a financial 
restatement. Working twelve hours a day, six days a week cuts into some peo-
ple’s religious observances. As a result, the company created a multicultural 
calendar noting religious celebrations throughout the year. When holidays 
approach, an article about the holiday’s meaning and history written by an 
employee group is then posted on the company intranet; a note at the bottom 
directs managers on how to accommodate employees celebrating the holiday.54 
This chapter’s Case Study feature describes how Whirlpool built an inclusive 
culture. Our Improve Your Skills feature also gives you some tips to better 
assess a company’s culture.

culture of inclusion
The extent to which 
majority members 
value efforts to increase 
minority representation, 
and whether the 
qualifications and 
abilities of minority 
members are questioned

G L O B A L     I S S U E S

CROSS-CULTURAL INFLUENCES ON CONFLICT CULTURES

Societal culture influences aspects of an organization’s cul-
ture, including its conflict culture. Dominating conflict cultures 
may occur more often in national cultures emphasizing indi-
vidualism, as in the United States. In the U.S. media and insti-
tutions, for example, conflict is often referred to adversarially 
as “a war” or something that should be “won.”44

Collaborative conflict cultures may be more common in 
more egalitarian and collectivistic cultures and those that value 
cooperation over competition, such as the Netherlands.45 

Conflict avoidant cultures may occur more often in cultures 
higher in uncertainty avoidance and collectivism, where peo-
ple are motivated to submit to authorities and maintain group 
harmony, as is the case in many Asian cultures.46 Passive–
aggressive conflict cultures may also be more likely in societal 
cultures with higher power distance, or where less powerful 
members of society and organizations expect and accept 
unequal power distribution47 and in societies where there are 
abusive leaders.48
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CASE STUDY

Microsoft’s mission is to empower every person and 
organization to achieve more. One of the ways 
it pursues this goal is through a commitment to a 
diverse workforce and an inclusive culture in which 
its employees can do their best work. Because it rec-
ognizes that its culture is one of the most important 
drivers of its success, Microsoft strives to create a 
respectful, rewarding, diverse, and inclusive work 
environment. A diverse and inclusive workforce 
across all abilities, including employees on the 
autism spectrum, is sought to build the best products. 
The company wants all the employees to feel like 
they belong at Microsoft and to be willing and able 
to contribute with their full and authentic self.

At Microsoft, diversity and inclusion means more 
than just gender and race. It also includes culture, reli-
gion, age, political affiliation, education, and sexual 
orientation, among other characteristics. Its commit-
ment to building a culture for diversity and inclusion 
means creating an environment where everyone feels 
included and valued, which will in turn create an envi-
ronment that can help the company succeed.

In addition to investing in a variety of programs to 
build a more diverse pipeline of talent and expanding 

the company’s recruiting sources to be more inclusive, 
Microsoft’s managers are required to take courses on 
inclusive hiring and on being more effective coaches 
and advocates. Microsoft’s many Employee Resource 
Groups and employee networks help to build com-
munity and help the company identify and address 
the unique needs within each community. Significant 
effort, time, and leadership are also invested in ensur-
ing the company is hiring, retaining, and growing 
a diverse talent base and offering them a long-term 
career plan.

To build and maintain a culture in which every 
employee feels valued, can grow, and is empowered 
to fulfill his or her own sense of purpose, Microsoft 
also requires its employees to embrace change. 
Inclusion initiatives have ranged from redefining its 
performance and development approach to requir-
ing employees to consistently engage in ten inclusive 
behaviors that include everyday acts such as not 
interrupting each other. The senior leadership team 
is expected to model the culture Microsoft aspires to 
have, and a portion of their bonuses are tied to prog-
ress on diversity and inclusion within their respective 
organizations.

Building a Culture for Inclusion  
at Microsoft55

I M P R OV E  Y O U R  S K I L L S
ASSESSING CULTURE

To be a successful and happy employee, it is important to 
match your values, preferences, and goals to the corporate 
culture. But how can you identify what a company’s culture 
is before you become an employee? Here are some experts’ 
suggestions:56

 1. Observe the physical surroundings. Pay attention to how 
employees are dressed, how open the offices are, what 
type of furniture is used, and what is displayed on the 
walls. Signs warning of prohibited activities can also pro-
vide insights.

 2. Ask open-ended questions about the culture. Ask several 
employees, “How would you describe your organiza-
tion’s culture?” and listen closely to their responses. Do 
they agree? Do they seem positive and enthusiastic?

 3. Check out the website. How does the company choose to 
present itself? Do employee testimonials seem scripted or 
authentic?

 4. Listen to the language. Do you hear a lot of talk about 
“customer service” and “ethics” or do you hear more 
emphasis on “making our numbers”?

 5. Note to whom you are introduced and how they act. Are 
the people you meet formal or casual, serious or laid-
back? Do you feel you are being introduced to everyone 
in the unit or only to a few select employees?

 6. Get the views of outsiders, including vendors, custom-
ers, and former employees. Do these sources of infor-
mation consistently describe the company in terms such 
as “bureaucratic,” “frustrating to deal with,” “open and 
flexible,” or “a positive and engaging place to work”?
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Intranets build a common cultural foundation that aims to bring together 
employees in various units and locations. They help employees maintain 
connectivity to the organization as a whole.

EFFECTS OF TECHNOLOGY AND 
INNOVATION ON CULTURE
Creating and maintaining a desired culture can be facilitated by technology, but at 
the same time can be made more difficult by the consequences of using technology 
to work remotely. Innovation and culture also have major impacts on each other.

Using Intranets to Build and Maintain Culture
By building and fostering a sense of community among employees, intranets 
can help reinforce an organization’s culture. An organization’s culture can vary 
across divisions and even across managers. Ask people who work in different 
parts of a large company to describe its culture, and you are likely to get differ-
ent answers. Because workgroups develop their own subcultures, intranets can 
be used to build a common cultural foundation that can help unify employees in 
different units and locations around common company values. This keeps peo-
ple connected to the broader organization and also promotes consistency in how 
employees behave and make decisions.

The key issue for organizations is not about using the latest information 
technologies, but about leveraging the right technologies for creating and main-
taining a culture of trust, openness, relationship building, and information shar-
ing. Each intranet design reflects a different type of organizational culture, and 
in turn reinforces the firm’s culture by controlling the flow of information and 
establishing norms of behavior. Following are some of the ways intranets can 
both reflect and influence organizational culture:

 1. Their scope. Intranets with a narrow scope can reinforce a culture of secrecy 
and information hoarding. Intranets that contain information on a variety 

of topics and links to other useful sites such as human resources, com-
pany and industry news, blogs, wikis, interviews with 
company leaders, and performance indicators reflect 
a culture of openness and teamwork.
 2.  Their openness to employee feedback and contri-

butions. Intranets that contain “like it or not?” 
feedback tools and features that allow employ-
ees to contribute reflect a participative culture 
that values employee contributions. A more cen-
tralized, heavily edited and filtered site reflects 
a culture in which information flows less freely 
and employee contributions are less valued.

 3.  The frequency with which they are updated. 
Intranets that are rarely updated are not likely 
to influence the company’s culture and can reflect 
a culture that does not value employee contri-
butions, has poor internal communication, and 
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Organizations face special challenges in building and 
maintaining a culture that effectively includes and engages 
employees who work remotely. This manager, for instance, 
may be performing her work at a very high level from her 
home. At the same time, though, she may not be as fully 
integrated into the firm’s culture as she would like.

  has poor attention to detail. Lucent updates its intranet multiple times a 
day if appropriate. It also posts two weekly feature articles that reinforce the 
strategic vision and positioning of the company to entice employees to visit 
multiple times each week.

 4. The number of intranets. This refers to whether there is just one company 
intranet, or several, each serving different groups of employees. For example, 
some organizations have one intranet for the sales force and another, com-
pletely different looking one, for the R&D group.

 5. The use of symbols, stories, and ceremonies. Because these express a com-
pany’s culture, intranets can convey such information via news of events 
affecting the organization, messages from CEOs, and announcements of 
employees’ awards programs of importance to the organization.

Building and Maintaining Culture with Remote 
Employees
Being virtual challenges an organization’s identity and culture, particularly 
when the company relies on free agents or alliances with other firms that have 
their own cultures. Because they spend little time face-to-face with coworkers, 
it is harder for virtual employees to become familiar with an organization’s cul-
ture. It is also harder for the organization to reinforce its cultural values among 
remote employees. This has important implications for employee identification 
with the organization and for the management of employee behaviors.57

Because they are not able to see and experience the culture firsthand, 
acclimating teleworking employees to a corporate culture can be challenging. 
Business research firm Dun & Bradstreet’s formal telework program requires 
employees to put in at least three months in an office before working remotely. 
This office time lets managers assess employees’ strengths, weaknesses, and 
work habits in person. Employees also experience the company’s unique corpo-
rate culture and work ethic firsthand. Working in the same place also allows 
team members to get to know one another before embarking on an email and 
phone-based relationship.58

Innovation and Culture
Innovation is the process of creating and 
doing new things that are introduced into 
the marketplace as products, processes, or 
services. Innovation involves every aspect 
of the organization, from research through 
development, manufacturing, and marketing. 
One of the organization’s biggest challenges 
is to bring innovative technology to the needs 
of the marketplace in the most cost-effective 
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In 2015, Research in Motion (RIM) released its BlackBerry 
Leap smartphone. While it was once a leader in the 
cell phone and email device market, it now sits near 
the bottom in this sector. Its failure to innovate led to its 
gradual demise.

manner possible.59 Note that innovation does 
not just involve the technology to create new 
products: true organizational innovation is per-
vasive throughout the organization. According 
to Fortune magazine, the most admired organi-
zations are those that are the most innovative.60 
Those companies are innovative in every way—
staffing, strategy, research, and business processes. 
3M has long been one of those companies known 
for its creativity and innovation.

Many risks are associated with being an innova-
tive company. The most basic is the risk that decisions 

about new technology or innovation will backfire. As research proceeds, and 
engineers and scientists continue to develop new ideas or solutions to problems, 
there is always the possibility that innovations will fail to perform as expected. 
For this reason, organizations commit considerable resources to testing inno-
vations.61 A second risk is the possibility that a competitor will make decisions 
enabling it to get an innovation to the market first. The marketplace has become 
a breeding ground for continuous innovation.

In all fairness, some authors have suggested that the term, “innovation,” has 
become a cliché from overuse by companies and consultants. As companies create 
positions, such as chief innovation officer, and consultants sell their services for 
hundreds of thousands of dollars, some claim that creating new products barely 
different from old ones or increasing production by small percentages may not 
deserve to be called innovations. They call for the term to be reserved for major 
disruptive or radical shifts in products, services, or processes.62

While these criticisms may have some merit, organizations still need to 
be wary of simply maintaining the status quo and risk getting surpassed by 
more innovative practices by their competition or by new technological break-
throughs. For evidence, one needs only to examine the demise of the BlackBerry 
by Research in Motion (RIM), which dominated the market for cell phone and 
email devices from 2003 to 2009. Apple’s iPhone and the Google Android devices, 
initially introduced in 2007 and 2008 and refined several times since then, along 
with thousands of applications (apps), have pushed RIM to the brink of collapse.63

Types of Innovation
Innovation can be radical, systems, or incremental. A radical innovation (some-
times disruptive innovation) is a major breakthrough that changes or creates whole 
industries. Examples include xerography (which was invented by Chester Carlson 
in 1935 and became the hallmark of Xerox Corporation), steam engines, and the 
internal combustion engine (which paved the way for today’s automobile industry). 
Systems innovation creates a new functionality by assembling parts in new ways. 
For example, the gasoline engine began as a radical innovation and became a sys-
tems innovation when it was combined with bicycle and carriage technology to cre-
ate automobiles. Incremental innovation continues the technical improvement 

innovation
The process of creating 
and doing new things 
that are introduced 
into the marketplace as 
products, processes, or 
services

radical innovation 
(sometimes called 
disruptive innovation)
A major breakthrough 
that changes or creates 
whole industries

systems innovation
Creates a new 
functionality by assembling 
parts in new ways

incremental innovation
Continues the technical 
improvement and 
extends the applications 
of radical and systems 
innovations
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and extends the applications of radical and systems innovations. There are many 
more incremental innovations than there are radical and systems innovations. In 
fact, several incremental innovations are often necessary to make radical and sys-
tems innovations work properly. Incremental innovations force organizations to 
continuously improve their products and keep abreast or ahead of the competition.

New Ventures
New ventures based on innovations require entrepreneurship and good man-
agement to work. The profile of the entrepreneur typically includes a need for 
achievement, a desire to assume responsibility, a willingness to take risks, and 
a focus on concrete results. Entrepreneurship can occur inside or outside large 
organizations. Outside entrepreneurship requires all of the complex aspects of 
the innovation process. Inside entrepreneurship occurs within a system that usu-
ally discourages chaotic activity.

Large organizations typically do not accept entrepreneurial types of activi-
ties. Thus, for a large organization to be innovative and develop new ventures, it 
must actively encourage entrepreneurial activity within the organization. This 
form of activity, often called intrapreneurship, usually is most effective when it 
is a part of everyday life in the organization and occurs throughout the organiza-
tion rather than in the research and development department alone.

Corporate Research
The most common means of developing innovation in the traditional organization 
is through corporate research, or research and development. Corporate research 
is usually set up to support existing businesses, provide incremental innovations 
in the organization’s businesses, and explore potential new technology bases. It 
often takes place in a laboratory, either on the site of the main corporate facility 
or some distance away from normal operations.

Corporate researchers are responsible for keeping the company’s products 
and processes technologically advanced. Product life cycles vary a great deal, 
depending on how fast products become obsolete and whether substitutes for the 
product are developed.

Obviously, if a product becomes obsolete or some other product can be substi-
tuted for it, the profits from its sales will decrease. The job of corporate research 
is to prevent this from happening by keeping the company’s products current.

The corporate culture can be instrumental in fostering an environment in 
which creativity and innovation occur. For example, 3M is a company known for 
its innovation. Its scientists developed masking tape, Scotch tape, Scotchguard 
fabric protector, Post-It Notes, Thinsulate material, and literally thousands of 
other innovative products. The company once allowed employees to spend up 
to 15 percent of their paid time on any projects they chose. Several years ago, 
though, innovation at 3M had slowed to the point that it was taking years for 
new products to come to market, manufacturing was inefficient, and profits were 
almost nonexistent. A new CEO, Jim McNerney, was brought onboard; his new 
initiatives included Six Sigma quality training, forced performance rankings, and 
cost efficiency measures throughout the company. Problems soon arose: the new 
approach reduced not just costs but innovation as well and the number of new 
products on the market slowed even more. McNerney left the company and was 
replaced by George Buckley. Buckley immediately increased the research and 
development budget by 20 percent, but his most important task was to restore the 
innovative culture that is the company’s heritage.64 He succeeded in doing this, 
fortunately, and 3M has again come to be known as a highly innovative company.

intrapreneurship
Entrepreneurial activity 
that takes place within 
the context of a large 
organization

42502_ch15_ptg01_492-519.indd   507 18/12/18   12:47 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



508 PART 5 | Organizational Processes and Characteristics

Organizations use a variety of methods to socialize new 
employees and teach them about the organization’s culture. 
These new employees are going through orientation together 
and learning about their new employer.

MANAGING ORGANIZATIONAL CULTURE
Earlier we discussed how leaders create organizational culture. In this section, 
we look more closely at how existing cultures are managed. The three elements 
of managing organization culture are (1) taking advantage of the existing culture, 
(2) teaching the organizational culture, and (3) changing the organization culture.

Taking Advantage of the Existing Culture
Most managers are not in a position to create an organization culture; rather, they 
work in organizations that already have cultural values. For these managers, the 
central issue in managing culture is how best to use the existing cultural system. 
It may be easier and faster to alter employee behaviors within the culture in place 
than it is to change the history, traditions, and values that already exist.65

To take advantage of an existing cultural system, managers must first be fully 
aware of the culture’s values and what behaviors or actions those values support. 
Becoming fully aware of an organization’s values usually is not easy, however. 
It involves more than reading a pamphlet about what the company believes in. 
Managers must develop a deep understanding of how organizational values oper-
ate in the firm—an understanding that usually comes only through experience.

This understanding, once achieved, can be used to evaluate the performance 
of others in the firm. Articulating organizational values can be useful in man-
aging others’ behaviors. For example, suppose a subordinate in a firm with a 
strong cultural value of “sticking to its knitting” develops a business strategy 
that involves moving into a new industry. Rather than attempting to argue that 
this business strategy is economically flawed or conceptually weak, the manager 
who understands the corporate culture can point to the company’s organizational 
value: “In this firm, we believe in sticking to our knitting.”

Senior managers who understand their organization’s culture can communicate 
that understanding to lower-level individuals. Over time, as these lower-level man-
agers begin to understand and accept the firm’s culture, they will require less direct 
supervision. Their understanding of corporate values will guide their decision making.

Teaching the Organizational 
Culture: Socialization
Socialization is the process through which 
individuals become social beings.66 As stud-
ied by psychologists, it is the process through 
which children learn to become adults in a 
society—how they learn what is acceptable and 
polite behavior and what is not, how they learn 
to communicate, how they learn to interact with 
others, and so on. In complex societies, the social-
ization process takes many years.

socialization
The process through 
which individuals become 
social beings
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Organizational socialization is the process through which employees 
learn about their organization’s culture and pass their knowledge and under-
standing on to others. Employees are socialized into organizations, just as peo-
ple are socialized into societies; that is, they come to know over time what is 
acceptable in the organization and what is not, how to communicate their feel-
ings, and how to interact with others. They learn both through observation and 
through efforts by managers to communicate this information to them. Research 
into the process of socialization indicates that for many employees, socialization 
programs do not necessarily change their values, but instead they make employ-
ees more aware of the differences between personal and organization values and 
help them develop ways to cope with the differences.67

A variety of organizational mechanisms can affect the socialization of work-
ers in organizations. Probably the most important are the examples that new 
employees see in the behavior of experienced people. Through observing exam-
ples, new employees develop a repertoire of stories they can use to guide their 
actions. When a decision needs to be made, new employees can ask, “What would 
my boss do in this situation?” This is not to suggest that formal training, corpo-
rate pamphlets, and corporate statements about organization culture are unim-
portant in the socialization process. However, these factors tend to support the 
socialization process based on people’s close observations of the actions of others.

In some organizations, the culture described in pamphlets and presented in 
formal training sessions conflicts with the values of the organization as they are 
expressed in the actions of its people. For example, a firm may say that employ-
ees are its most important asset but treat employees badly. In this setting, new 
employees quickly learn that the rhetoric of the pamphlets and formal training 
sessions has little to do with the real organization culture. Employees who are 
socialized into this system usually come to accept the actual cultural values rather 
than those formally espoused. Our Understand Yourself feature can give you some 
insights into your own ability to understand the culture of an organization.

Changing the Organization Culture
Much of our discussion to this point has assumed that an organization’s culture 
enhances its performance. When this is the case, learning what an organization’s 
cultural values are and using those values to help socialize new workers and 
managers is very important, for such actions help the organization succeed. But 
not all firms have cultural values that are consistent with high performance. 
Research suggests that while some firms have performance-enhancing values, 
others have performance-reducing values. What should a manager who works in 
a company with performance-reducing values do?

The answer to this question is, of course, that top managers in such firms 
should try to change their organization’s culture. However, this is a difficult 
thing to do.68 Organization culture resists change for all the reasons that it is 
a powerful influence on behavior: it embodies the firm’s basic values, it is often 
taken for granted, and it is typically most effectively communicated through sto-
ries or other symbols. When managers attempt to change organization culture, 
they are attempting to change people’s basic assumptions about what is and is 
not appropriate behavior in the organization. Changing from a traditional orga-
nization to a team-based organization is one example of an organization culture 
change. Another is the attempt by 3M to change from its low-cost and efficiency 
culture to return to its roots as an innovative culture.69

Despite these difficulties, some organizations have changed their cultures 
from performance-reducing to performance-enhancing.70 This change process 

organizational 
socialization
The process through 
which employees learn 
about the firm’s culture 
and pass their knowledge 
and understanding on to 
others
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This exercise is designed to help you assess what you now 
know about organization culture. The ten statements in the fol-
lowing table reflect certain opinions about the nature of work 

performed in the context of organization culture. Indicate the 
extent to which you agree or disagree with each opinion by 
circling the number in the appropriate column.

U N D E R S TA N D  Y O U R S E L F
REFINING YOUR SENSE OF CULTURE

Statement of Opinion
Strongly 
Agree

Strongly 
Disagree

1. If a person can do well in one organization, he 
or she can do well in any organization.

1 2 3 4 5

2. Skills and experience are all that really matter; 
how a job candidate will “fit in” is not an 
important factor in hiring.

1 2 3 4 5

3. Members of an organization explicitly tell 
people how to adhere to its culture.

1 2 3 4 5

4. After appropriate study, astute managers can 
fairly quickly change a corporate culture.

1 2 3 4 5

5. A common culture is important for unifying 
employees but does not necessarily affect the 
firm’s financial health.

1 2 3 4 5

6. Conscientious workers are not really influenced 
by an organization’s culture.

1 2 3 4 5

7. Strong organization cultures are not necessarily 
associated with high organization performance.

1 2 3 4 5

8. Members of a subculture share the common 
values of the subculture but not those of the 
dominant organization culture.

1 2 3 4 5

9. Job candidates seeking to understand a 
prospective employer’s culture can do so by 
just asking the people who interview them.

1 2 3 4 5

Your Total Score

Your Score

40–50 You have excellent instincts about organization cultures and how people respond to them.

30–39 You show average or above-average awareness of the principles of organization culture.

20–29 You have some sense of how cultures affect workers, but you need to improve your knowledge.

0–19 You definitely need to bolster your knowledge before thinking further about assessing or modifying an  
organization culture.

How to score: To get your total score, add up the values of the numbers that you have circled. You can then interpret your 
score as follows:

Source: Hunsaker, P. L. (2005). Management: A Skills Approach (2nd ed.). Upper Saddle River, NJ: Pearson Education. ©2005. Reprinted by permission of 
Pearson Education, Inc.
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is described in more detail in Chapter 16. The earlier section on creating orga-
nization culture describes the importance of linking the strategic values and 
the cultural values in creating a new organization culture. We briefly dis-
cuss other important elements of the cultural change process in the following 
sections.

Managing Symbols
Research suggests that organization culture is understood and communicated 
through the use of stories and other symbolic media. If this is correct, managers 
interested in changing cultures should attempt to substitute stories and myths 
that support new cultural values for those that support old ones. They can do so 
by creating situations that give rise to new stories.

Suppose an organization traditionally has held the value “employee opin-
ions are not important.” When management meets in this company, the ideas 
and opinions of lower-level people—when discussed at all—are normally rejected 
as foolish and irrelevant. The stories that support this cultural value tell about 
subordinate managers who tried to make a constructive point only to have that 
point lost in personal attacks from superiors.

An upper-level manager interested in creating a new story, one that shows 
lower-level managers that their ideas are valuable, might ask a subordinate to 
prepare to lead a discussion in a meeting and follow through by asking the sub-
ordinate to take the lead when the topic arises. The subordinate’s success in the 
meeting will become a new story, one that may displace some of the many stories 
suggesting that the opinions of lower-level managers do not matter.

The Difficulty of Change
Changing a firm’s culture is a long and difficult process. A primary problem is 
that upper-level managers, no matter how dedicated they are to implementing 
some new cultural value, may sometimes inadvertently revert to old patterns of 
behavior. This happens, for example, when a manager dedicated to implementing 
the value that lower-level employees’ ideas are important vehemently attacks a 
subordinate’s ideas.

This mistake generates a story that supports old values and beliefs. After 
such an incident, lower-level managers may believe that although the boss seems 
to want employee input and ideas, in fact, nothing could be further from the truth. 
No matter what the boss says or how consistent his or her behavior is in the 
future, some credibility has been lost, and cultural change has been made more 
difficult.

The Stability of Change
The processes of changing a firm’s culture start with a need for change and 
move through a transition period in which efforts are made to adopt new val-
ues and beliefs. In the long run, a firm that successfully changes its culture 
will find that the new values and beliefs are just as stable and influential 
as the old ones. Value systems tend to be self-reinforcing. Once they are in 
place, changing them requires an enormous effort. Thus, if a firm can change 
its culture from performance-reducing to performance-enhancing, the new 
values are likely to remain in place for a long time. Again, these issues are 
revisited in our discussions of organizational change and change management  
in Chapter 16.
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SUMMARY AND APPLICATION

Organizational culture is a system of shared values, norms, and assumptions 
that guides members’ attitudes and behaviors and influences how they perceive 
and react to their environment. Cultures are made up of formal and informal 
practices, artifacts, espoused values and norms, and assumptions. Artifacts are 
physical manifestations of the culture. Espoused values and norms are those 
that are explicitly stated by the organization. Enacted values and norms are 
those that employees exhibit based on their observations of what actually goes 
on in the organization. Assumptions are those organizational values that have 
become so taken for granted over time that they become the core of the compa-
ny’s culture.

Creating and maintaining a desired culture can be facilitated by technology, 
but at the same time can be made more difficult by the consequences of using 
technology to work remotely. Innovation and culture also have major impacts on 
each other. By building and fostering a sense of community among employees, 
intranets can help reinforce an organization’s culture. The key issue for organiza-
tions is not about using the latest information technologies, but about leveraging 
the right technologies for creating and maintaining a culture of trust, openness, 
relationship building, and information sharing.

When it was still just the two of them, Asana’s founders 

Dustin Moskovitz and Justin Rosenstein articulated the 

basic principles they wanted to create for Asana’s cul-

ture, making the company’s atmosphere deliberate from 

the start. The founders knew that Asana’s culture would 

be composed of all the interactions and touch points 

that take place, ranging from the tone of mundane dis-

cussions, to negotiating decisions and agreements, to 

setting budgets and compensation and wanted to align 

all of them with the company’s core values.

Culture is thought of at Asana as a multi-featured 

product, with someone assigned to each feature. 

Within each area, Asana goes through the product 

cycle of design, implement, measure, and improve. 

Just as no product is perfect, Asana focuses on continu-

ously improving its culture. The company uses a variety 

of methods to uncover culture “bugs” and uses its own 

product to manage its internal culture. For example, 

whenever an employee leaves for any reason, Asana 

applies his or her values of mindfulness and focus by 

conducting a “5 Whys” exercise. Managers ask them-

selves what conditions caused the departure, why those 

conditions developed, and so on, for at least five layers 

back. Any bugs that are discovered are then addressed 

REAL-WORLD RESPONSE
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in the next round of culture design and improvement. 

As a result, Asana has designed a culture focused on 

eliminating ego and practicing mindfulness, resulting in 

minimal politics, stress, and chaos.

Representatives from all areas of the company reg-

ularly meet to reassess Asana’s values and design new 

ways to incorporate them into every work process. 

After a new process is deployed, an intense period of 

user feedback begins in which anonymous surveys and  

one-on-one interviews uncover what is working and what 

could be improved. Every quarter, the entire company 

takes a week off from business to outline the company’s 

business goals and reflect on its culture.

To support its positive culture, Asana invested in hir-

ing practices that allow them to find hires who bring a 

diversity of perspectives to their team. Robust onboard-

ing programs emphasize both professional and per-

sonal growth and mentoring as continuous learning is a 

core part of the company’s culture. In addition, employ-

ees are supported through generous benefits that focus 

on wellness and happiness, including culinary and 

yoga programs, team outings, and a healthy office 

environment. Open channels of communication includ-

ing feedback boards and employee surveys encourage 

everyone to stay engaged in managing Asana’s culture 

of work hard, live well. Culture is regularly a topic of 

discussion for leadership and planning meetings, and 

Asana’s values and processes have been revised sev-

eral times because of their ongoing improvement effort. 

Asana even created a Heart of Culture role to drive all 

of its cultural efforts and stay focused on how to mind-

fully evolve and scale the culture.

Asana’s approach to culture is paying off. In 2017, 

it grew 80 percent and had over 30,000 paying cus-

tomers. In comparison to other small and medium-sized 

companies, Asana’s employees rank them as one of the 

top places to work. Asana received a rare perfect rating 

on Glassdoor, appeared on Glassdoor’s Top 10 Best 

Places to Work, and was named one of Entrepreneur 

magazine’s best workplace cultures.

Innovation is the process of creating and doing new things that are intro-
duced into the marketplace as products, processes, or services. Innovation 
involves every aspect of the organization, from research through development, 
manufacturing, and marketing. Innovation can be radical, systems, or incremen-
tal. A radical innovation (sometimes called disruptive innovation) is a major 
breakthrough that changes or creates whole industries. Systems innovation cre-
ates a new functionality by assembling parts in new ways. Incremental innova-
tion continues the technical improvement and extends the applications of radical 
and systems innovations.

The three elements of managing organization culture are (1) taking advan-
tage of the existing culture, (2) teaching the organization culture, and (3) chang-
ing the organization culture. To take advantage of an existing cultural system, 
managers must first be fully aware of the culture’s values and what behaviors or 
actions those values support. Organizational socialization is the process through 
which employees learn about their organization’s culture and pass their knowl-
edge and understanding on to others. Research suggests that while some firms 
have performance-enhancing values, others have performance-reducing values. 
In this case managers should try to change their organization’s culture. However, 
this is a difficult thing to do.
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DISCUSSION QUESTIONS

1. Describe three different types of organizational cultures. When would each 
be most and least effective for a research and development company depen-
dent on employee innovation?

2. Do you think that culture is important to organizational performance? Why 
or why not?

3. How do you learn about prospective employers’ cultures? How important is a 
company’s culture to you when you decide to apply or to accept a job offer?

4. Which of the four conflict management cultures would be the best fit for you? 
Why?

5. What can companies do to create and reinforce a culture of inclusion?
6. In what ways can the influence of the founder of an organization be assessed 

after that founder is no longer a part of the organization?
7. How are technology and innovation interrelated?
8. What current examples can you identify to reflect radical, systems, and incre-

mental innovations?
9. Describe how you might go about taking advantage of an existing organizational 

culture.

UNDERSTAND YOURSELF EXERCISE

Performance Improvement through 
Culture Change
Imagine that you have just accepted a leadership position with Pirate Cove, an 
Internet retail company focused on a wide variety of pirate-themed products. The 
organization’s financial performance has been worsening and its market share 
slipping, which is why the company hired you to come in and make some changes. 
You have been given the authority to do whatever you need to do to improve the 
company’s performance.

After collecting a lot of information and speaking with a wide variety of 
employees, you have determined that the biggest cause of the company’s under-
performance is that its culture is too complex and consensus-oriented, which 
makes decision making too slow. The first thing you decide to do is to change 
the culture. What type of culture do you want to adopt? How will you change 
the culture? What will you do to reinforce the changes you suggest (e.g., staffing, 
rewards, performance feedback)? You will have twenty minutes to work alone or 
in a small group. Be prepared to share your insights with the rest of the class.

GROUP EXERCISE

Culture of the Classroom
The class will divide into groups of four to six. Each group will analyze the orga-
nization culture of a college class. Students in most classes that use this book 
will have taken many courses at the college they attend and therefore should 
have several classes in common. Form groups on the basis of classes you have 
had in common.
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 1. Each group should first decide which class it will analyze. Each person in the 
group must have attended the class.

 2. Each group should list the cultural factors to be discussed. Items to be covered 
should include

a. Stories about the professor
b. Stories about the exams
c. Stories about the grading
d. Stories about other students
e. The use of symbols that indicate the students’ values
f.  The use of symbols that indicate the instructor’s values

 3. Students should carefully analyze the stories and symbols to discover their 
underlying meanings. They should seek stories from other members of the 
group to ensure that all aspects of the class culture are covered. Students 
should take notes as these items are discussed.

 4. After twenty to thirty minutes of work in groups, the instructor will recon-
vene the entire class and ask each group to share its analysis with the rest of 
the class.

Follow-up Questions
 1. What was the most difficult part of this exercise? Did other groups experi-

ence the same difficulty?
 2. How did your group overcome this difficulty? How did other groups overcome it?
 3. Do you believe your group’s analysis accurately describes the culture of the 

class you selected? Could other students who analyzed the culture of the 
same class come up with a very different result? How could that happen?

 4. If the instructor wanted to try to change the culture in the class you analyzed, 
what steps would you recommend that he or she take?
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ORGANIZATION CHANGE AND 
CHANGE MANAGEMENT16

C H A P T E R

Real-World Challenge: Mismanaged 
Change at Kodak
FORCES FOR CHANGE

People
Understand Yourself: What Is Your 
Tolerance for Ambiguity?

Technology
Information Processing and 
Communication
Competition

Global Issues: The Added Complexity  
of Global Change
PROCESSES FOR PLANNED 
ORGANIZATION CHANGE

Lewin’s Process Model
The Continuous Change Process Model

Case Study: Flexibility at KPMG
ORGANIZATION DEVELOPMENT

Organization Development Defined
System-Wide Organization 
Development

Task and Technological Change
Group and Individual Change

RESISTANCE TO CHANGE
Organizational Sources of Resistance

Improve Your Skills: Innovative Attitude Scale
Individual Sources of Resistance

MANAGING SUCCESSFUL 
ORGANIZATION CHANGE AND 
DEVELOPMENT

Consider Global Issues
Take a Holistic View
Start Small
Secure Top Management Support
Encourage Participation
Foster Open Communication
Reward Contributors

ORGANIZATIONAL LEARNING
SUMMARY AND APPLICATION
Real-World Response: Mismanaged  
Change at Kodak

After studying this chapter, you should be able to:

1 Summarize the dominant forces for change in organizations and describe the process 
of planned organization change.

2 Discuss several approaches to organization development.

3 Explain resistance to change.

4 Identify the keys to managing successful organization change and development and 
describe organizational learning.

C H A P T E R 
O U T L I N E

L E A R N I N G 
O U T C O M E S
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REAL-WORLD CHALLENGE

MISMANAGED CHANGE AT KODAK1

As recently as 1994 Eastman Kodak was among the top 20 companies in the Fortune 

500. In 1996, the renowned manufacturer of photographic film and equipment employed 

145,000 workers and enjoyed revenues of more than $13 billion. As of 2005, the work-

force had been trimmed to 51,000 but revenues topped $14 billion. By 2015, Kodak was 

reporting revenues of $2.5 billion and its workforce had been reduced to 13,000. And in 

2018, Kodak had around 6,000 employees and was focused almost exclusively on imag-

ing systems for corporate customers.

What had happened to the onetime corporate giant? Or, more to the point, what changed 

everything and reduced a blue-chip corporation to a shadow of itself in just a couple of 

decades? Most analysts approach this question by citing the advent of digital technology—

the capacity to store and process data as computerized bits and bytes rather than as streams 

of electronic signals loaded onto such physical materials as magnetic tape or silver halide 

film (known as analog technology). The so-called Digital Revolution—the widespread transi-

tion from analog to digital—took off in the 1980s and 1990s, as cell phones became ubiqui-

tous and the Internet became a fixture in business operations. A former Kodak executive now 

working for a different company has asked for your thoughts on why Kodak failed to adapt. 

After reading this chapter, you should have some good ideas to share with your colleague.

OLGA STECKEL/SHUTTERSTOCK.COM
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522 PART 5 | Organizational Processes and Characteristics

Companies that change appropriately can continue as viable businesses. Those 
that do not make the right changes, like Kodak, lose their ability to compete, cease 
to exist by going out of business, or get gobbled up by a more successful organiza-
tion. This chapter is about how organizations need to face the prospect of change 
and develop processes to ensure their viability in a complex, ever-changing global 
environment. The chapter begins with a discussion of some of the forces that cre-
ate pressures for change followed by a detailed explanation of the complex change 
process. Then we describe organization development and sources of resistance to 
change, finishing with a summary view of how to manage change in organizations.

FORCES FOR CHANGE
An organization is subject to pressures for change from far more sources than 
can be discussed here. Moreover, it is difficult to predict what types of pressures 
for change will be most significant in the next decade because the complexity of 
events and the rapidity of change are increasing. However, it is possible—and 
important—to discuss the broad categories of pressures that probably will have 
major effects on organizations. The four areas in which the pressures for change 
appear most powerful involve people, technology, information processing and com-
munication, and competition. Table 16.1 gives examples of each of these categories.

Pressures for Organization Change
Table 16.1

Category Examples Type of Pressure for Change

People Generation X, Y, Millenials
Global labor supplies
Senior citizens
Workforce diversity

Demands for different training,  
benefits, workplace arrangements, 
and compensation systems

Technology Manufacturing in space
Internet
Global design teams

More education and training for  
workers at all levels, more new  
products, products move faster to 
market

Information 
Processing and 
Communication

Computer, satellite  
 communications
Global sourcing
Videoconferencing
Social networking

Faster reaction times, immediate 
responses to questions, new  
products, different office  
arrangements, telecommuting,  
marketing, advertising, recruiting  
on social networking sites

Competition Global markets
International trade agreements
Emerging nations

Global competition, more competing 
products with more features and 
options, lower costs, higher quality

People
Approximately 76 million people were born in the United States between 1946 and 
1964. As we discussed in Chapter 2, these baby boomers differed significantly from 
previous generations with respect to education, expectations, and value systems.  
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As this group has aged, the median age of the 
U.S. population has also gradually increased. The 
special characteristics of baby boomers show up 
in distinct purchasing patterns that affect product 
and service innovation, technological change, and 
marketing and promotional activities. Employment 
practices, compensation systems, promotion and 
managerial succession systems, and the entire con-
cept of human resource management are also affected.

Other population-related pressures for change 
involve the generations that sandwich the baby boomers: the increasing numbers of 
senior citizens and those born after 1960. The parents of the baby boomers are liv-
ing longer, healthier lives than previous generations, and today they expect to live 
the “good life” that they missed when they were raising their children. The impact 
of the large number of senior citizens is already evident in part-time employment 
practices, in the marketing of everything from hamburgers to packaged tours of 
Asia, and in service areas such as health care, recreation, and financial services. The 
post-1960 generation of workers who entered the job market in the 1980s—often 
called generation X—was different from the baby boom generation. Sociologists 
and psychologists have identified another group, often called millennials, born from 
roughly between 1980 and 2000 (experts differ on start and end dates from as early 
as 1977 to as late as 2002), who seem to be experiencing a distinct and separate life 
stage in between adolescence and adulthood in which young people may jump from 
job to job and relationship to relationship, often living at home with few responsi-
bilities and experimenting with life. Millennials are putting off marriage, childbear-
ing, home purchases, and most adult responsibilities.2 However, 
they seem to be much more group oriented, to 
celebrate diversity, are optimistic, and they 
assimilate technology very fast.3 On the job, 
millennials seem to prefer positive reinforce-
ment, like clarity in job assignments, want 
more flexibility in how to do their jobs, and 
want to be treated as different individuals 
rather than everyone being treated the same.4 
These changes in demographics extend to the 
composition of the workforce, family lifestyles, 
and purchasing patterns worldwide.

There are many different forces for change that affect 
organizations. One major force is people. As shown here, 
diversity has increased substantially in the labor force and 
therefore in most organizations as well. Organizations can 
leverage diversity to enhance creativity and performance 
but must also change in order to accommodate diverse 
needs, preferences, and expectations.
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524 PART 5 | Organizational Processes and Characteristics

The increasing diversity of the workforce in coming years will mean signifi-
cant changes for organizations. This increasing diversity was discussed in some 
detail in Chapter 2. In addition, employees are facing a different work environ-
ment in the twenty-first century. The most descriptive word for this new work 
environment is “change.” Employees must be prepared for constant change. 
Change is occurring in organizations’ cultures, structures, work relationships, 
and customer relationships, as well as in the actual jobs that people do. People 
will have to be completely adaptable to new situations while maintaining pro-
ductivity under the existing system.5 Our Understand Yourself feature will give 
you some insights into your own readiness for change.

This feature gives you an opportunity to better understand 
your tolerance for ambiguity. Please respond to the following 
statements as honestly as possible using the following scale:

Strongly  
disagree

Somewhat 
disagree Neutral Somewhat 

neutral agree
Strongly  
agree

 1   2     3     4  5

___  1. I do not like to get started in group projects unless I 
feel assured that the project will be successful.

___  2. In a decision-making situation where there is not 
enough information to process the problem, I feel 
very uncomfortable.

___  3. I do not like to work on a problem unless there is a 
possibility of coming out with a clear-cut and unam-
biguous answer.

___  4. I function poorly whenever there is a serious lack of 
communication in a job situation.

___  5. In a situation in which other people evaluate me, I 
feel a great need for clear and explicit evaluations.

___  6. If I am uncertain about the responsibility of a job, I 
get very anxious.

___  7. A problem has very little attraction for me if I don’t 
think it has a solution.

___  8. It’s satisfying to know pretty much what is going to 
happen on the job from day to day.

___  9. The most interesting life is one that is lived under 
rapidly changing conditions.

___ 10. When planning a vacation, a person should have 
a schedule to follow if he or she is really going to 
enjoy it.

___ 11. Adventurous and exploratory people go farther in 
this world than do systematic and orderly people.

___ 12. Doing the same things in the same places for long 
periods of time makes for a happy life.

___ 13. I don’t tolerate ambiguous situations well.
___ 14. I find it difficult to respond when faced with an 

unexpected event.
___ 15. I am good at managing unpredictable situations.
___ 16. I prefer familiar situations to new ones.
___ 17. I enjoy tackling problems that are complex enough 

to be ambiguous.
___ 18. I prefer a situation in which there is some ambiguity.

Scoring: For statements 1–8, 10, 12, 3, 14, and 16, sub-
tract your score from 6 and replace your initial score with this 
new number (high scores should become low, and low scores 
should become high). Then add up your scores for all eighteen 
statements to calculate your tolerance for ambiguity score.

Interpretation: Possible scores range from 18 to 90. The 
higher your score, the greater your tolerance for ambigu-
ity. Higher scores mean that you are more comfortable with 
change and are less likely to interfere with change efforts. 
Scores above 72 reflect a particularly high tolerance for ambi-
guity. If you have a lower score, you are less comfortable with 
uncertainty and with change. To increase your ambiguity tol-
erance, try to recognize why you are not more comfortable 
with ambiguity and work on developing the confidence that 
you can successfully handle ambiguous situations.

Sources: Gupta, A. K., & Govindarajan, V. (1984). Business Unit Strategy, 
Managerial Characteristics, and Business Unit Effectiveness at Strategy 
Implementation. Academy of Management Journal, 27, 25–41; Lorsch, J. W., 
& Morse, J. J. (1974). Organizations and Their Members: A Contingency 
Approach. New York: Harper & Row; and Norton, R. W. (1975). Measurement 
of Ambiguity Tolerance. Journal of Personality Assessment, 39, 607–619.

U N D E R S TA N D  Y O U R S E L F
WHAT IS YOUR TOLERANCE FOR AMBIGUITY?
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Technology is a major driver of organization change. 
Virtual reality, for instance, allows people to experience 
places and activities that are simulated but seem real. This 
technology has myriad applications and can be used in a 
wide variety of settings.

Technology
Not only is technology changing, but the rate of 
technological change is also increasing. In 1970, for 
example, all engineering students owned computa-
tional devices known as “slide rules” and used them in 
almost every class. By 1976, slide rules had given way 
to portable electronic calculators. Now, most of those 
functions are handled by apps on smartphones. In 
1993, the Scholastic Aptitude Test (SAT), which many 
college-bound students take to get into college, allowed calculators to be used 
during the test. Today students cannot make it through the university without 
owning or at least having ready access to a digital device of some sort—a laptop 
or notebook computer or iPad, for instance. Entire campuses at most universi-
ties are wired for direct computer access for email and class assignments and for 
connection to the Internet.

Many schools, from kindergarten to graduate schools, are now BYOT—“bring 
your own technology”—and utilize online educational tools throughout the cur-
riculum.6 With 3G and 4G technology, people have Internet access from just about 
anywhere. Technological development is increasing so rapidly in almost every 
field that it is quite difficult to predict which products will dominate ten years 
from now. DuPont is an example of a company that is making major changes due 
to new technological developments. Although its business had been based on pet-
rochemicals since the end of the nineteenth century, DuPont changed its basic 
business strategy as new technology developed in the life sciences. It reorga-
nized its eighty-one business units into only three and invested heavily in agri-
chemicals and the life sciences. Realizing that a biotechnology-based business 
changes much more rapidly than a petrochemical-based business, DuPont has 
had to make cultural changes in addition to the structural ones to make the 
strategy work.7

Interestingly, organization change is self-perpetuating. With the advances in 
information technology, organizations generate more information, and it circu-
lates faster. Consequently, employees can respond more quickly to problems, so 
the organization can respond more quickly to demands from other organizations, 
customers, and competitors. Toyota, long known as a leader in developing and 
using new technologies in its plants, has introduced advanced robots, “kokino 
robotto,” in its efforts to improve efficiency in its plants and reduce its costs to 
the level of China’s.8

New technology will affect organizations in ways we cannot yet predict. 
Gesture technology may eliminate all controls in your home, from your AV 
system remote to your thermostat, and replace them with your own gestures 
with your hands and fingers. HP’s TouchSmart technology allows people to 
touch things without actually touching them and could drive innovations in 
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526 PART 5 | Organizational Processes and Characteristics

medicine and education within a decade. Sensawaft technology will allow peo-
ple to control devices such as smartphones and ATMs using exhaled breath—
which could dramatically increase mobility and control for people with limited 
mobility.9

Several companies are developing systems to manufacture chemicals and 
exotic electronic components in space. The Internet, the World Wide Web, and 
cloud computing are changing the way companies and individuals communicate, 
market, buy, store, and distribute faster than organizations can respond. Thus, 
as organizations react more quickly to change, change occurs more rapidly, which 
in turn necessitates more rapid responses.

Information Processing and Communication
Advances in information processing and communication have paralleled each 
other. A new generation of computers, which will mark another major increase 
in processing power, is being designed. Satellite systems for data transmission 
are already in use. Today many people carry a single device in their pocket that 
serves as their portable computer, e-reader, pocket-size television, camera, video 
recorder, music player, and personal communication device (telephone). And they 
work all over the world.

Social networking may be the most radical and fastest growing aspect of 
the advances in information processing and communication so far. Through 
such platforms as Facebook, Twitter, LinkedIn, Ning, Yammer, Bebo, Viadeo, 
Skype, FaceTime, and many others, people are networking with others explor-
ing common interests. People are spending hours reading about others and 
updating their own sites. Business uses of this phenomenon include adver-
tising, marketing, market research and test marketing, recruiting, and more. 
And everyone looking for a job starts with Monster.com, Jobing.com, and sim-
ilar sites.10

Employees do not need offices because they work with computers and com-
municate through new data transmission devices. Increasingly, people are 
working from home or other locations instead of going to the office every day. 
Depending on the company and the type of work, some employees actually go 
into the office only a few days a month. Taking advantage of this trend, some 
companies are reconfiguring traditional space by minimizing offices dedicated to 
one individual and creating communal spaces, unassigned cubicles, and shared 
spaces. In addition to saving on office space costs, these types of shared spaces 
seem to be creating new ways for employees to collaborate and get work done. 
American Express estimates that 20 percent of their 5,000-person workforce are 
in the office at their headquarters in New York more than a few days a week. 
GlaxoSmithKline estimates it is saving almost $10 million a year in real-estate 
costs by using unassigned seating that is made possible by having more and 
more employees who work somewhere other than the traditional office.11

Flexible work stations, both inside and outside of offices, are more elec-
tronic than paper and pencil. For years, the capability has existed to gener-
ate, manipulate, store, and transmit more data than managers could use, but 
the benefits were not fully realized. Now the time has come to utilize all of 
that information-processing potential, and companies are making the most 
of it. Typically, companies received orders by mail in the 1970s, by toll-free 
telephone numbers in the 1980s, by fax machine in the late 1980s and early 
1990s, and by electronic data exchange in the mid-1990s. Orders used to take 
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a week; now they are placed instantaneously, and companies can and must be 
able to respond immediately, all because of changes in information processing 
and communication.12 Zappos.com can ship a pair of shoes in as little as eight 
minutes from receiving an order.13 Suppliers and end users in some industries 
now have the parts systems integrated so closely that new parts shipments 
sometimes are not even ordered; they just show up at the receiving dock when 
they are needed.

Competition
Although competition is not a new force for change, competition today has 
some significant new twists. First, most markets are global because of decreas-
ing transportation and communication costs and the increasing export ori-
entation of business.14 The adoption of trade agreements such as the North 
American Free Trade Agreement (NAFTA) and the presence of the World 
Trade Organization (WTO) have changed the way business operates. In the 
future, competition from industrialized countries such as Japan and Germany 
may take a back seat to competition from the booming industries of develop-
ing nations such as China and India. The Internet is creating new competitors 
overnight in ways that could not have been imagined five years ago. Companies 
in developing nations may soon offer different, newer, cheaper, or higher-qual-
ity products while enjoying the benefits of low labor costs, abundant supplies of 
raw materials, expertise in certain areas of production, and financial protection 
from their own governments that may not be available to firms in older indus-
trialized states.

Consider, for example, the market for cell phones or smartphones. Once 
consumers simply compared calling plans and phone costs and chose a phone 
available from a provider with the best deal and coverage in their primary area 
of usage. But now the choices are far more complex in terms platforms, manu-
facturers, carriers, and service providers. For consumers the choices are seem-
ingly endless and can be extremely confusing. Manufacturers have to develop 
new equipment and software combinations to work on various platforms for a 
variety of carriers. Carriers must decide which instruments and platform com-
binations to offer to subscribers. And platform developers must show that their 
platform can do more things, simpler and with fewer errors, 
with maximum flexibility. And every month there 
are new combinations of all three to further con-
fuse consumers and industry experts. The global 
environment of business also compounds these 
challenges for managers. Our Global Issues fea-
ture provides more detail about change in interna-
tional organizations.
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Competition can cause organizations to change in different 
ways. Take the market for cell phones, for example. Every cell 
phone manufacturer has had to change how it does research, 
how it judges customer demand, how it manufactures and 
distributes products, and how it selects and compensates its 
employees, all due to changes in technology.
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G L O B A L     I S S U E S

THE ADDED COMPLEXITY OF GLOBAL CHANGE

Imagine the challenges faced by a manager planning and 
implementing an organizational change in facilities located 
in Fresno, Dallas, and Miami. Now take those challenges 
and multiply them by 100. This might come close to assessing 
the additional complexity of change in a multinational cor-
poration. Consider just a few points of change, for instance, 
related to organization design, leadership and motivation, 
and organizational control.

Managers in international businesses must attend to a vari-
ety of organizing issues. For example, General Electric has 
operations scattered around the globe. The firm has made the 
decision to give local managers a great deal of responsibility 
for how they run their business. In contrast, many Japanese 
firms give managers of their foreign operations relatively 
little responsibility. As a result, those managers must fre-
quently travel back to Japan to present problems or get deci-
sions approved. Managers in an international business must 
address the basic issues of organization structure and design 
and dealing with human resources. Strategically, too, orga-
nizing decisions can be used to help promote everything from 
organizational flexibility to the development of expatriate 

managers. So, obviously, change focused on any of these 
areas will pose challenges.

Individual managers must also be prepared to deal with 
various cultural factors as they manage change involving 
people from different cultural backgrounds. Managers must 
understand how cultural factors affect individuals, how moti-
vational processes vary across cultures, how the role of lead-
ership changes in different cultures, how communication 
varies across cultures, and how interpersonal and group pro-
cesses depend on cultural background.

Managers in international organizations must also be con-
cerned with control. Distances, time zone differences, and 
cultural factors also play a role in control. For example, in 
some cultures, close supervision is seen as being appropriate, 
whereas in other cultures, it is not. Likewise, executives in the 
United States and China may find it difficult to communicate 
vital information to one another because of the time zone dif-
ferences. Basic control issues for the international manager 
revolve around operations management, productivity, quality, 
technology, and information systems. Clearly then, managing 
change in a multinational organization is no small task!

PROCESSES FOR PLANNED 
ORGANIZATION CHANGE
External forces may impose change on an organization. Ideally, however, the orga-
nization will not only respond to change but will also anticipate it, prepare for it 
through planning, and incorporate it in the organization strategy. Organization 
change can be viewed from a static point of view, such as that of Lewin (see next 
section), or from a dynamic perspective.

Lewin’s Process Model
Planned organization change requires a systematic process of movement from 
one condition to another. Kurt Lewin suggested that efforts to bring about 
planned change in organizations should approach change as a multistage pro-
cess.15 His model of planned change is made up of three steps—unfreezing, 
change, and refreezing—as shown in Figure 16.1.

Unfreezing is the process by which people become aware of the need for 
change. If people are satisfied with current practices and procedures, they may 
have little or no interest in making changes. The key factor in unfreezing is mak-
ing employees understand the importance of a change and how their jobs will be 

unfreezing
The process by which 
people become aware of 
the need for change
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affected by it. The employees who will be most affected by the change must be 
made aware of why it is needed, which in effect makes them dissatisfied enough 
with current operations to be motivated to change. Creating in employees the 
awareness of the need for change is the responsibility of the leadership of the 
organization.16

Following the 2009 recession with the high number of downsizings, layoffs, 
restructurings, and takeovers, employees may be weary of the constant pressure 
and uncertainties of their position and/or organization. Top managers and change 
agents are urged to make the effort to empathize with employees, acknowledge 
the difficulties of the past and uncertainties of the present, and provide forums 
for employees to vent a little, followed up with workshops for information shar-
ing and training. After making the emotional connection with employees, top 
management can make the intellectual connection and make the business case 
by sharing economic and marketing data and the short- and long-term visions 
for the organization and by involving employees at all levels in translating orga-
nizational goals into division, department, and work unit goals.17

Change itself is the movement from the old way of 
doing things to a new way. Change may entail 
installing new equipment, restructuring the 
organization, or implementing a new perfor-
mance appraisal system—anything that alters 
existing relationships or activities.

Refreezing makes new behaviors relatively 
permanent and resistant to further change. 
Examples of refreezing techniques include 
repeating newly learned skills in a training ses-
sion and then role playing to teach how the new 

refreezing
The process of making 
new behaviors relatively 
permanent and resistant 
to further change

Lewin’s Process of Organization Structure
Figure 16.1

In Lewin’s three-step model, change is a systematic process of transition from an old way of doing things to a new way.
Inclusion of an “unfreezing” stage indicates the importance of preparing for the change. The “refreezing” stage reflects the 
importance of following up on the change to make it permanent.
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Refreezing helps to make a change more permanent and 
resistant to further change. This work group has just gone though 
a significant change. The leader is explaining to the rest of the 
team that it will be necessary for each of them to follow the new 
procedures.
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skill can be used in a real-life work situation. Refreezing is necessary because 
without it, the old ways of doing things might soon reassert themselves while 
the new ways are forgotten. For example, many employees who attend special 
training sessions apply themselves diligently and resolve to change things in 
their organizations. But when they return to the workplace, they find it easier 
to conform to the old ways than to make waves. There usually are few, if any, 
rewards for trying to change the organizational status quo. In fact, the per-
sonal sanctions against doing so may be difficult to tolerate. Learning theory 
and reinforcement theory (see Chapter 3) can play important roles in the freez-
ing phase.

The Continuous Change Process Model
Perhaps because Lewin’s model is very simple and straightforward, virtually all 
models of organization change start with his approach. However, it does not deal 
with several important issues. A more complex, and more helpful, approach is 
illustrated in Figure 16.2. This approach treats planned change from the per-
spective of top management and indicates that change is continuous. Although 
we discuss each step as if it were separate and distinct from the others, it is 
important to note that as change becomes continuous in organizations, different 
steps are probably occurring simultaneously throughout the organization. The 
model incorporates Lewin’s concept into the implementation phase.

In this approach, top management perceives that certain forces or trends call 
for change, and the issue is subjected to the organization’s usual problem-solv-
ing and decision-making processes. Usually, top management defines its goals in 
terms of what the organization or certain processes or outputs will be like after 
the change. Alternatives for change are generated and evaluated, and an accept-
able one is selected.

Early in the process, the organization may seek the assistance of a change 
agent—a person who will be responsible for managing the change effort. The 

change agent
A person responsible 
for managing a change 
effort

Figure 16.2
Continuous Change Process Model of Organization ChangeThe continuous 

change process model 
incorporates the 
forces for change, a 
problemsolving process, 
a change agent, and 
transition management. It 
takes a top-management 
perspective and 
highlights the fact that 
in organizations today, 
change is a continuous 
process.
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change agent may also help management recognize and define the problem or the 
need for the change and may be involved in generating and evaluating potential 
plans of action. The change agent may be a member of the organization, an out-
sider such as a consultant, or even someone from headquarters whom employees 
view as an outsider. An internal change agent is likely to know the organiza-
tion’s people, tasks, and political situations, which may be helpful in interpret-
ing data and understanding the system, but an insider may also be too close to 
the situation to view it objectively. (In addition, a regular employee would have 
to be removed from his or her regular duties to concentrate on the transition.) 
An outsider, then, is often received better by all parties because of his or her 
assumed impartiality. Under the direction and management of the change agent, 
the organization implements the change through Lewin’s unfreeze, change, and 
refreeze process.

The final step is measurement, evaluation, and control. The change agent 
and the top management group assess the degree to which the change is hav-
ing the desired effect; that is, they measure progress toward the goals of the 
change and make appropriate changes if necessary. The more closely the change 
agent is involved in the change process, the less distinct the steps become. The 
change agent becomes a “collaborator” or “helper” to the organization as he or 
she is immersed in defining and solving the problem with members of the orga-
nization. When this happens, the change agent may be working with many indi-
viduals, groups, and departments within the organization on different phases of 
the change process. When the change process is moving along from one stage 
to another, it may not be readily available because of the total involvement of 
the change agent in every phase of the project. Throughout the process, however, 
the change agent brings in new ideas and viewpoints that help members look 
at old problems in new ways. Change often arises from the conflict that results 
when the change agent challenges the organization’s assumptions and generally 
accepted patterns of operation.

Through the measurement, evaluation, and control phase, top management 
determines the effectiveness of the change process by evaluating various indi-
cators of organizational productivity and effectiveness or employee morale. It is 
expected the organization will be better after the change than before. However, 
the uncertainties and rapid changes in all sectors of the environment make con-
stant organization change a given for most organizations.

Transition management is the process of systematically planning, orga-
nizing, and implementing change, from the disassembly of the current state to 
the realization of a fully functional future state within an organization.18 No 
matter how much planning precedes the change and how well it is implemented, 
because people are involved there will always be unanticipated and unpredict-
able things that happen along the way.19 One key role of transition management 
is to deal with these unintended consequences. Once change begins, the orga-
nization is in neither the old state nor the new state, yet business must go on. 
Transition management also ensures that business continues while the change 
is occurring; therefore, it must begin before the change occurs. The members of 
the regular management team must take on the role of transition managers and 
coordinate organizational activities with the change agent. An interim manage-
ment structure or interim positions may be created to ensure continuity and con-
trol of the business during the transition. Communication about the changes to 
all involved, from employees to customers and suppliers, plays a key role in tran-
sition management.20 This chapter’s Case Study details a very effective change 
that was implemented using the continuous change model.

transition management
The process of 
systematically planning, 
organizing, and 
implementing change
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ORGANIZATION DEVELOPMENT
On one level, organization development is simply the way organizations change 
and evolve. Organization change can involve personnel, technology, competition, 
and other areas. Employee learning and formal training, transfers, promotions, 
terminations, and retirements are all examples of personnel-related changes. 
Thus, in the broadest sense, organization development means organization 
change.21 The term as used here, however, means something more specific. Over 
the past forty years, organization development has emerged as a distinct field of 
study and practice. Experts now substantially agree as to what constitutes orga-
nization development in general, although arguments about details continue.22 
Our definition of organization development is an attempt to describe a very com-
plex process in a simple manner. It is also an attempt to capture the best points 
of several definitions offered by writers in the field.

Organization Development Defined
“Organization development (OD) is a system-wide application of behavioral 
science knowledge to the planned development and reinforcement of organi-
zational strategies, structures, and processes for improving an organization’s 

organization development
A system-wide 
application of behavioral 
science knowledge to the 
planned development 
and reinforcement 
of organizational 
strategies, structures, 
and processes for 
improving organizational 
effectiveness

CASE STUDY

Sources: Campbell, R., & Payne, T. (2012, February). The Future Is Flexible. KPMG. Available online: http://www.kpmg.com/global/en/
issuesandinsights/articlespublications/frontiers-in-finance/publishingimages/february-2012/march2010/16008.html; KPMG Asks Staff to 
Accept Temporary Flexible Contracts If the Need Arises (2009, January 29). People Management Magazine, 8; KPMG’s Flexible Futures. 
Talent Management, 22; Huber, N. (2009, February 12). Huge Demand for Flexible Working at KPMG. Accountancy Age. Available 
online: http://www.accountancyage.com/accountancyage/news/2236299/huge-demand-flexible-working-4476838.

Accounting firm KPMG’s UK offices wanted to 
decrease payroll costs while maintaining the compa-
ny’s commitment to its employees. So KPMG gave its 
UK-based employees the choice of either volunteering 
for a four-day workweek at 90 percent of their salary 
(80 percent if fewer than 75 percent of employees 
signed up); a four- to twelve-week sabbatical at 30 
percent of their base pay; either or both; or neither. 
Volunteering for the program, called Flexible Futures, 
triggered an eighteen-month change in the employ-
ees’ employment contract giving KPMG the right to 
exercise the chosen option if and when it needed to. 
This allowed the company to reduce employee hours 
and pay on short notice and reduce the need for 
large-scale reductions if economic challenges arose.

To educate employees about their options, KPMG 
held conference calls, trained managers to answer 
potential questions, and posted a long list of questions 
and answers on a dedicated Flexible Futures page on 

its intranet. The website also included a calculator to 
enable employees to easily calculate what their take-
home pay would be under any of the options. A link 
to KPMG’s corporate responsibility website helped 
connect employees interested in sabbaticals with non-
profit organizations that needed accounting expertise.

Flexible Futures gives employees greater job 
security and control over their own destiny. This has 
allowed them to worry less about their jobs and focus 
more on their clients. More than 85 percent of KPMG 
employees signed up for at least one of the options. 
KPMG expects this to save the company up to 15 per-
cent of payroll costs and to boost employee morale.

Questions:

1. How does this program help KPMG?
2. How does this program help KPMG’s employees?
3. If you were employed by KPMG, would this 

 program appeal to you? Why or why not?

Flexibility at KPMG
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effectiveness.”23 Three points in this definition make it simple to remember and 
use. First, organization development involves attempts to plan organization 
changes, which excludes spontaneous, haphazard initiatives. Second, the specific 
intention of organization development is to improve organization effectiveness. 
This point excludes changes that merely imitate those of another organization, 
are forced on the organization by external pressures, or are undertaken merely 
for the sake of changing. Third, the planned improvement must be based on 
knowledge of the behavioral sciences such as organizational behavior, psychol-
ogy, sociology, cultural anthropology, and related fields of study rather than on 
financial or technological considerations.

Under this definition, the replacement of manual personnel records with a 
computerized system would not be considered an instance of organization devel-
opment. Although such a change has behavioral effects, it is a technology-driven 
reform rather than a behavioral one. Likewise, alterations in record keeping nec-
essary to support new government mandated reporting requirements are not a 
part of organization development because the change is obligatory and the result 
of an external force. The three most basic types of techniques for implementing 
organization development are system-wide, task and technological, and group 
and individual.

Organization development was initially treated as a field of study and prac-
ticed by specially trained OD professionals. However, as organization change 
became the order of the day in progressive organizations around the world, it 
became clear that all organizational leaders needed to become leaders and teach-
ers of change throughout their organizations if their organizations were going to 
survive. Excellent examples of organizations that have embraced OD are the U.S. 
Army, General Electric, and Royal Dutch Shell.24

System-Wide Organization Development
The most comprehensive type of organization change involves a major reori-
entation or reorganization—usually referred to as a structural change or a 
system-wide rearrangement of task division and authority and reporting rela-
tionships. A structural change affects performance appraisal and 
rewards, decision making, and communication 
and information-processing systems. 
Reengineering and rethinking the 
organization are two contemporary 
approaches to system-wide structural 
change. Reengineering can be a difficult 
process, but it has great potential for orga-
nizational improvement. It requires that 
managers challenge long-held assump-
tions about everything they do and set out-
rageous goals and expect that they will be 

structural change
A system-wide 
organization 
development involving a 
major restructuring of the 
organization or instituting 
programs such as quality 
of work life
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Most forms of organization change that are 
implemented though organization development 
require the use of a coach or facilitator. This manager 
is playing this role as he explains to everyone how 
they will now become an integrated team rather than a 
collection of individual performers.
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met. An organization may change the way it divides tasks into jobs, combines jobs 
into departments and divisions, and arranges authority and reporting relation-
ships among positions. It may move from functional departmentalization to a sys-
tem based on products or geography, for example, or from a conventional linear 
design to a matrix or a team-based design. Other changes may include dividing 
large groups into smaller ones or merging small groups into larger ones. In addi-
tion, the degree to which rules and procedures are written down and enforced, as 
well as the focus of decision-making authority, may be altered. Supervisors may 
become “coaches” or “facilitators” in a team-based organization. The organization 
will have transformed both the configurational and the operational aspects of its 
structure if all of these changes are made.

No system-wide structural change is simple.25 A company president can-
not just issue a memo notifying company personnel that on a certain date they 
will report to a different supervisor and be responsible for new tasks and expect 
everything to change overnight. Employees have months, years, and sometimes 
decades of experience in dealing with people and tasks in certain ways. When 
these patterns are disrupted, employees need time to learn the new tasks and to 
settle into the new relationships. Moreover, they may resist the change for a num-
ber of reasons; we discuss resistance to change later in this chapter. Therefore, 
organizations must manage the change process.

Ford Motor Company is pretty typical of organizations that have had to 
make major organization-wide and worldwide changes. Over the years, Ford had 
developed several regional fiefdoms, such as Ford of Europe, Ford United States, 
and Ford Australia, which all operated relatively independently. When Jacques 
Nasser was named CEO, he set out to tear down those regionally based organiza-
tions and to create a truly globally integrated car manufacturer. As his plan was 
unfolding, however, Ford continued to lose market share, so Nasser was replaced 
as CEO by Ford family member William Clay (Bill) Ford Jr. Ford eventually 
turned over the reins to Alan Mulally, who oversaw Ford and made a stunning 
turnaround, in part by making several major organizational changes.26 Mulally 
then stepped aside and former COO Mark Fields assumed control and initiated a 
series of changes himself. But in 2017 Fields was forced out and replaced by Jim 
Hackett. The logic behind this move was that Fields was too much of an indus-
try insider and was focusing too much on traditional competitors like General 
Motors and Toyota. Hackett was charged with focusing more on future competi-
tors like Tesla, Uber, and Google.

Another system-wide change is the introduction of quality-of-work-life pro-
grams, defined as the degree to which members of a work organization are able 
to satisfy important personal needs through their experiences in the organiza-
tion.27 Quality-of-work-life programs focus strongly on providing a work envi-
ronment conducive to satisfying individual needs. The emphasis on improving 
life at work developed during the 1970s, a period of increasing inflation and deep-
ening recession. The development was rather surprising because an expanding 
economy and substantially increased resources are the conditions that usually 
induce top management to begin people-oriented programs. However, top man-
agement viewed improving life at work as a means of improving productivity.

Any movement with broad and ambiguous goals tends to spawn diverse pro-
grams, each claiming to be based on the movement’s goals, and the quality-of-
work-life movement is no exception. These programs vary substantially, although 
most espouse a goal of “humanizing the workplace.” Richard Walton divided 
them into the eight categories shown in Figure 16.3.28 Obviously, many types of 
programs can be accommodated by the categories, from changing the pay system 
to establishing an employee bill of rights that guarantees workers the rights to 

quality of work life
The extent to which 
workers can satisfy 
important personal needs 
through their experiences 
in the organization
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privacy, free speech, due process, and fair and equitable treatment. The Defense 
Information Systems Agency (DISA) has a QWL program that includes options 
for a compressed work schedule, in which employees can work eighty hours in 
nine workdays over a two-week period, and a “telework” option in which eligible 
employees may telework at an alternative worksite such as a telework center, at 
home, or at a satellite office, on a regular and recurring schedule for a maximum 
of three days per week. The program is designed to promote a more beneficial 
lifestyle for employees both personally and professionally.29

Total quality management, which was discussed in several earlier chapters, 
can also be viewed as a system-wide organization development program. In fact, 
some might consider total quality management as a broad program that includes 
both structural change and quality of work life. It differs from quality of work 
life in that it emphasizes satisfying customer needs by making quality-oriented 
changes rather than focusing on satisfying employee needs at work. Often, how-
ever, the employee programs are very similar to it.

The benefits gained from quality-of-work-life programs differ substantially, 
but generally they are of three types. A more positive attitude toward the work 
and the organization, or increased job satisfaction, is perhaps the most direct bene-
fit.30 Another is increased productivity, although it is often difficult to measure and 
separate the effects of the quality-of-work-life program from the effects of other 
organizational factors. A third benefit is increased effectiveness of the organiza-
tion as measured by its profitability, goal accomplishment, shareholder wealth, or 

Walton’s Categorization of Quality-of-Work-Life Programs
Figure 16.3

Quality-of-work-life 
programs can be 
categorized into 
eight types. The 
expected benefits of 
these programs are 
increased employee 
morale, productivity, 
and organizational 
effectiveness.

Source: Adapted from Walton, R. E. (1973, Fall). Quality of Work Life: What Is It? Sloan Management Review, 11–21,  
by permission of the publisher. Copyright ©1973 by the Sloan Management Review Association. All rights reserved.
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Task and technological change is one method for 
achieving system-wide organization development. 
Nowhere is this more apparent than in the application 
of robotics in manufacturing. Using robots for tedious 
production and assembly line tasks removes workers 
from relieves boring and monotonous tasks and also 
improves quality and productivity.

resource exchange. The third gain follows directly 
from the first two: if employees have more posi-
tive attitudes about the organization and their 
productivity increases, everything else being equal, 
the organization should be more effective.

Task and Technological Change
Another way to bring about system-wide organiza-

tion development is through changes in the tasks involved in doing the work, 
the technology, or both. The direct alteration of jobs usually is called “task rede-
sign.” Changing how inputs are transformed into outputs is called “technologi-
cal change” and also usually results in task changes. Strictly speaking, changing 
the technology is typically not part of organization development whereas task 
redesign usually is. However, even with a typical technology-based change, OD 
techniques are often used to facilitate the technological changes. At the “New 
Chrysler,” for example, Fiat intends to enhance the product line by introduc-
ing a number of new technologies, many of them essential to the development 
of smaller, more fuel-efficient cars. This long-range plan entails changes not 
only in the product line but also in the organization’s perception of consumer 
preferences.31

The structural changes discussed in the preceding section are explicitly sys-
tem-wide in scope. Those we examine in this section are more narrowly focused 
and may not seem to have the same far-reaching consequences. It is important 
to remember, however, that their impact is felt throughout the organization. The 
discussion of job design in Chapter 6 focused on job definition and motivation 
and gave little attention to implementing changes in jobs. Here we discuss task 
redesign as a mode of organization change.

Several approaches to introducing job changes in organizations have been 
proposed. One approach is an integrative framework of nine steps that reflect 
the complexities of the interfaces between individual jobs and the total organi-
zation.32 The process, shown in Table 16.2, includes the steps usually associated 
with change, such as recognizing the need for a change, selecting the appropriate 
intervention, and evaluating the change. But this approach inserts four additional 
steps into the standard sequence: diagnosis of the overall work system and con-
text, including examination of the jobs, workforce, technology, organization design, 
leadership, and group dynamics; evaluating the costs and benefits of the change; 
formulating a redesign strategy; and implementing supplemental changes.

Diagnosis includes analysis of the total work environment within which 
the jobs exist. It is important to evaluate the organization structure, especially 
the work rules and decision-making authority within a department, when job 
changes are being considered.33 For example, if jobs are to be redesigned to give 
employees more freedom in choosing work methods or scheduling work activities, 
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Integrated Framework for Implementation of Task Redesign in Organizations
Table 16.2

Step 1: Recognition of a need for a change
Step 2: Selection of task redesign as a potential intervention
Step 3: Diagnosis of the work system and context

• Diagnosis of existing jobs
• Diagnosis of existing workforce
• Diagnosis of technology
• Diagnosis of organization design
• Diagnosis of leader behavior
• Diagnosis of group and social processes

Step 4: Cost–benefit analysis of proposed changes
Step 5: Go/no-go decision
Step 6: Formulation of the strategy for redesign
Step 7: Implementation of the task changes
Step 8: Implementation of any supplemental changes
Step 9: Evaluation of the task redesign effort

Source: Griffin, R. W. (1982). Task Design: An Integrative Framework (p. 208). Glenview, IL: 
Scott, Foresman. Used by permission.

diagnosis of the present system must determine whether the rules will allow that 
to happen. Diagnosis must also include evaluation of the work group and teams, 
as well as the intragroup dynamics. Furthermore, it must determine whether 
works have or can easily obtain the new skills to perform the redesigned task.

It is extremely important to recognize the full range of potential costs and 
benefits associated with a job redesign effort. Some are direct and quantifi-
able; others are indirect and not quantifiable. Redesign may involve unexpected 
costs or benefits; although these cannot be predicted with certainty, they can be 
weighed as possibilities. Factors such as short-term role ambiguity, role conflict, 
and role overload can be major stumbling blocks to a job redesign effort.

Implementing a redesign scheme takes careful planning, and developing a 
strategy for the intervention is the final planning step. Strategy formulation 
is a four-part process. First, the organization must decide who will design the 
changes. Depending on the circumstances, the planning team may consist of only 
upper-level management or may include line workers and supervisors. Next, the 
team undertakes the actual design of the changes based on job design theory and 
the needs, goals, and circumstances of the organization. Third, the team decides 
the timing of the implementation, which may require a formal transition period 
during which equipment is purchased and installed, job training takes place, 
new physical layouts are arranged, and the bugs in the new system are worked 
out. Fourth, strategy planners must consider whether the job changes require 
adjustments and supplemental changes in other organizational components such 
as reporting relationships and the compensation system.

Group and Individual Change
Groups and individuals can be involved in organization change in a vast number 
of ways. Retraining a single employee can be considered an organization change 
if the training affects the way the employee does his or her job. Familiarizing 
managers with the leadership grid or the Vroom decision tree (as discussed in 
Chapters 11 and 12) in order to improve the way they lead or involve subordinate 
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538 PART 5 | Organizational Processes and Characteristics

Training is a very common and widespread method for group 
and individual change. This trainer is introducing managers 
to a firm’s new performance management system and helping 
them understand how they will use this system to assess the 
performance of those who work for them.

participation in decision making is an attempt at change. In the first case, the 
goal is to balance management concerns for production and people; in the second, 
the goal is to increase the participation of rank-and-file employees in the organi-
zation’s decision making. In this section, we present an overview of four popular 
types of people-oriented change techniques: training, management development, 
team building, and survey feedback.

Training
Training generally is designed to improve employees’ job skills. Employees may be 
trained to run certain machines, taught new mathematical skills, or acquainted 
with personal growth and development methods. Stress management programs 
are becoming popular for helping employees, particularly executives, understand 
organizational stress and develop ways to cope with it.34 Training may also be 
used in conjunction with other, more comprehensive organization changes. For 
instance, if an organization is implementing a management-by-objectives pro-
gram, training in establishing goals and reviewing goal-oriented performance is 
probably needed. One important type of training that is becoming increasingly 
more common is training people to work in other countries. Companies such as 
Motorola give extensive training programs to employees at all levels before they 
start an international assignment. Training includes intensive language courses, 
cultural courses, and courses for the family.

Among the many training methods, the most common are lecture, discus-
sion, a lecture–discussion combination, experiential methods, case studies, films 
or videos, and online training modules. Training can take place in a standard 
classroom, either on company property or in a hotel, at a resort, at a conference 
center, or online from anywhere. On-the-job training provides a different type of 
experience in which the trainee learns from an experienced worker. Most train-
ing programs use a combination of methods determined by the topic, the train-
ees, the trainer, and the organization.

A major problem of training programs is transferring employee learning to 
the workplace. Often an employee learns a new skill or a manager learns a new 
management technique, but upon returning to the normal work situation, he or 
she finds it easier to go back to the old way of doing things. As we discussed 

earlier, the process of refreezing is a vital part of the change 
process, and some way must be found to make 
the accomplishments of the training program 
permanent.

Management Development
Management development programs, like 
employee training programs, attempt to foster 
certain skills, abilities, and perspectives. Often, 
when a highly qualified technical person is 
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 promoted to manager of a work group, he or she needs training in how to manage 
or deal with people. In such cases, management development programs can be 
important to organizations, both for the new manager and for his or her subor-
dinates.

Typically, management development programs use the lecture–discussion 
method to some extent but rely most heavily on participative methods such as 
case studies and role playing. Participative and experiential methods allow the 
manager to experience the problems of being a manager as well as the feelings 
of frustration, doubt, and success that are part of the job. The subject matter 
of this type of training program is problematic, however, as management skills, 
including communication, problem diagnosis, problem solving, and performance 
appraisal, are not as easy to identify or to transfer from a classroom to the work-
place as the skills required to operate a machine. In addition, rapid changes 
in the external environment can make certain managerial skills obsolete in a 
very short time. As a result, some companies are approaching the development 
of their management team as an ongoing, career-long process and require their 
managers to periodically attend refresher courses.

Jack Welch was so committed to making cultural changes within GE that 
he created the now famous Crotonville, New York, training facility to develop 
an army of change leaders. GE put more than 10,000 managers a year through 
a three-step workshop series called the Change Acceleration Program (CAP). 
Leadership was redefined as a teaching activity in which leaders taught their 
direct reports how to change the way they did their jobs. In order to make the 
system-wide changes Welch thought were needed, he turned to individual OD.35

As corporate America invests hundreds of millions of dollars in management 
development, certain guiding principles are evolving: (1) management develop-
ment is a multifaceted, complex, and long-term process to which there is no quick 
or simple approach; (2) organizations should carefully and systematically iden-
tify their unique developmental needs and evaluate their programs accordingly; 
(3) management development objectives must be compatible with organizational 
objectives; and (4) the utility and value of management development remain 
more an article of faith than a proven fact.36

Team Building
When interaction among group members is critical to group success and effec-
tiveness, team development, or team building, may be useful. Team building 
emphasizes members working together in a spirit of cooperation and generally 
has one or more of the following goals:

 1. To set team goals and priorities
 2. To analyze or allocate the way work is performed
 3. To examine how a group is working—that is, to examine processes such as 

norms, decision making, and communications
 4. To examine relationships among the people doing the work.37

Total quality management efforts usually focus on teams, and the principles 
of team building must be applied to make them work. Team participation is espe-
cially important in the data-gathering and evaluation phases of team develop-
ment. In data gathering, the members share information on the functioning of 
the group. The opinions of the group thus form the foundation of the develop-
ment process. In the evaluation phase, members are the source of information 
about the effectiveness of the development effort.38
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Like total quality management and many other management techniques, 
team building should not be thought of as a one-time experience, perhaps some-
thing undertaken on a retreat from the workplace; rather, it is a continuing pro-
cess. It may take weeks, months, or years for a group to learn to pull together and 
function as a team. Team development can be a way to train the group to solve its 
own problems in the future. Research on the effectiveness of team building as an 
organization development tool so far is mixed and inconclusive.

Survey Feedback
Survey feedback techniques can form the basis for a change process. In this pro-
cess, data are gathered, analyzed, summarized, and returned to those who gen-
erated them to identify, discuss, and solve problems. A survey feedback process 
is often set in motion either by the organization’s top management or by a con-
sultant to management. By providing information about employees’ beliefs and 
attitudes, a survey can help management diagnose and solve an organization’s 
problems. A consultant or change agent usually coordinates the process and is 
responsible for data gathering, analysis, and summary. The three-stage process 
is shown in Figure 16.4.39

The use of survey feedback techniques in an organization development pro-
cess differs from their use in traditional attitude surveys. In an organization 
development process, data are (1) returned to employee groups at all levels in 
the organization and (2) used by all employees working together in their normal 
work groups to identify and solve problems. In traditional attitude surveys, top 
management reviews the data and may or may not initiate a new program to 
solve problems the survey has identified.

In the data-gathering stage, the change agent interviews selected personnel 
from appropriate levels to determine the key issues to be examined. Information 
from these interviews is used to develop a survey questionnaire, which is distrib-
uted to a large sample of employees. The questionnaire may be a standardized 
instrument, an instrument developed specifically for the organization, or a com-
bination of the two. The questionnaire data are analyzed and aggregated by group 
or department to ensure that respondents remain anonymous.40 Then the change 
agent prepares a summary of the results for the group feedback sessions. From this 
point on, the consultant is involved in the process as a resource person and expert.

The feedback meetings generally involve only two or three levels of man-
agement. Meetings are usually held serially, first with a meeting of the top 

Figure 16.4
The Survey Feedback ProcessThe survey feedback 

process has three 
distinct stages, which 
must be fully completed 
for the process to be 
most effective. As an 
organization development 
process, its purpose is to 
fully involve all employees 
in data analysis, problem 
identification, and 
development of solutions.
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management group, which is then followed by meetings of employees through-
out the organization. The group manager rather than the change agent typically 
leads sessions to transfer “ownership” of the data from the change agent to the 
work group. The feedback consists primarily of profiles of the group’s attitudes 
toward the organization, the work, the leadership, and other topics on the ques-
tionnaire. During the feedback sessions, participants discuss reasons for the 
scores and the problems that the data reveal.

In the process analysis stage, the group examines the process of making deci-
sions, communicating, and accomplishing work, usually with the help of the con-
sultant. Unfortunately, groups often overlook this stage as they become absorbed 
in the survey data and the problems revealed during the feedback sessions. 
Occasionally, group managers simply fail to hold feedback and process analysis 
sessions. Change agents should ensure that managers hold these sessions and that 
they are rewarded for doing so. The process analysis stage is important because its 
purpose is to develop action plans to make improvements. Several sessions may be 
required to discuss the process issues fully and to settle on a strategy for improve-
ments. Groups often find it useful to document the plans as they are discussed 
and to appoint a member to follow up on implementation. Generally, the follow-up 
assesses whether communication and communication processes have actually been 
improved. A follow-up survey can be administered several months to a year later 
to assess how much these processes have changed since they were first reported.

The survey feedback method is probably one of the most widely used organiza-
tion change and development interventions. If any of its stages are compromised 
or omitted, however, the technique becomes less useful. A primary responsibility 
of the consultant or change agent, then, is to ensure that the method is fully and 
faithfully carried through.

RESISTANCE TO CHANGE
Change is inevitable; so is resistance to change. Paradoxically, organizations both 
promote and resist change. As an agent for change, the organization asks prospec-
tive customers or clients to change their current purchasing habits by switching to 
the company’s products or services, asks current customers to change by increas-
ing their purchases, and asks suppliers to reduce the costs of raw materials. The 
organization resists change in that its structure and control systems protect the 
daily tasks of producing a product or service from uncertainties in the environ-
ment. The organization must have some elements of permanence to avoid mir-
roring the instability of the environment, yet it must also react to external shifts 
with internal change to maintain currency and relevance in the marketplace.

A commonly held view is that all resistance to change needs to be overcome, 
but that is not always the case. Resistance to change can be used for the benefit 
of the organization and need not be eliminated entirely. By revealing a legitimate 
concern that a proposed change may harm the organization or that other alter-
natives might be better, resistance may alert the organization to reexamine the 
change.41 For example, an organization may be considering acquiring a company 
in a completely different industry. Resistance to such a proposal may cause the 
organization to examine the advantages and disadvantages of the move more 
carefully. Without resistance, the decision might be made before the pros and 
cons have been sufficiently explored. Some have suggested that change agents 
may contribute to resistance through their mismanagement of the change pro-
cess or miscommunication throughout the process.42
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542 PART 5 | Organizational Processes and Characteristics

Resistance may come from the organization, the individual, or both. Determining 
the ultimate source is difficult, however, because organizations are composed of 
individuals. Table 16.3 summarizes various types of organizational and individ-
ual sources of resistance. Our Improve Your Skills feature will also help you bet-
ter assess your own aptitude toward change, especially as that change relates to 
innovation.

Organizational Sources of Resistance
Daniel Katz and Robert Kahn have identified six major organizational sources 
of resistance: overdetermination, narrow focus of change, group inertia, threat-
ened expertise, threatened power, and changes in resource allocation.43 Of 
course, not every organization or every change situation displays all six sources.

Overdetermination
Organizations have several systems designed to maintain stability. For example, 
consider how organizations control employees’ performance. Job candidates must 
have certain specific skills so that they can do the job the organization needs 
them to do. A new employee is given a job description, and the supervisor trains, 
coaches, and counsels the employee in job tasks. The new employee usually serves 
some type of probationary period that culminates in a performance review; there-
after, the employee’s performance is regularly evaluated. Finally, rewards, pun-
ishment, and discipline are administered, depending on the employee’s level of 
performance. Such a system is said to be characterized by overdetermination, or 
structural inertia,44 in that one could probably have the same effect on employee 

overdetermination
Occurs because 
numerous organizational 
systems are in place to 
ensure that employees 
and systems behave as 
expected to maintain 
stability

Organizational and Individual Sources of Resistance
Table 16.3

Organizational Sources Examples

Overdetermination Employment system, job descriptions, evaluation  
and reward system, organization culture

Narrow focus of change Structure changed with no concern given to other  
issues (e.g., jobs, people)

Group inertia Group norms

Threatened expertise People move out of area of expertise

Threatened power Decentralized decision making

Resource allocation Increased use of part-time help

Individual Sources Examples

Habit Altered tasks

Security Altered tasks or reporting relationships

Economic factors Changed pay and benefits

Fear of the unknown New job, new boss

Lack of awareness Isolated groups not heeding notices

Social factors Group norms
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I M P R OV E  Y O U R  S K I L L S
INNOVATIVE ATTITUDE SCALE

Change and innovation are important to organizations. This 
assessment surveys your readiness to accept and partici-
pate in innovation. Indicate the extent to which each of the 
following statements is true of either your actual behavior or 
your intentions at work. That is, describe the way you are or 
the way you intend to be on the job. Use this scale for your 
responses:

Rating Scale
5—Almost always true
4—Often true
3—Not applicable
2—Seldom true
1—Almost never true

___  1. I openly discuss with my boss how to get ahead.
___  2. I try new ideas and approaches to problems.
___  3. I take things or situations apart to find out how they 

work.
___  4. I welcome uncertainty and unusual circumstances 

related to my tasks.
___  5. I negotiate my salary openly with my supervisor.
___  6. I can be counted on to find a new use for existing 

methods or equipment.

___  7. Among my colleagues and coworkers, I will be the 
first or nearly the first to try out a new idea or method.

___  8. I take the opportunity to transfer communications 
from other departments for my work group.

___  9. I demonstrate originality.
___ 10. I will work on a problem that has caused others 

great difficulty.
___ 11. I provide critical input toward a new solution.
___ 12. I provide written evaluations of proposed ideas.
___ 13. I develop contacts with experts outside my firm.
___ 14. I use personal contacts to maneuver myself into 

choice work assignments.
___ 15. I make time to pursue my own pet ideas or projects.
___ 16. I set aside resources for the pursuit of a risky project.
___ 17. I tolerate people who depart from organizational 

routine.
___ 18. I speak out in staff meetings.
___ 19. I work in teams to try to solve complex problems.
___ 20. If my coworkers are asked, they will say I am a wit.

Scoring: Count the number of times you circled each of the 
five responses, and then use the following table to compute 
your score:

Answer Scale
# of  

Times Circled X # of Points = Totals

5—Almost always true _____ X 5 = _____

4—Often true _____ X 4 = _____

3—Not applicable _____ X 3 = _____

2—Seldom true _____ X 2 = _____

1—Almost never true _____ X 1 = _____

TOTAL _____

Interpretation: The higher your total score, the more will-
ing you are to be innovative. Your attitude toward innovation 
is more positive than that of people who score low. A score 
of 72 or greater is relatively high, while a score of 45 or less 
is relatively low. People who are not innovators have a ten-
dency to maintain the status quo.

Source: Adapted from Ettlie, J. E., & O’Keefe, R. D. (1982). Innovative 
Attitudes, Values, and Intentions in Organizations. Journal of Management 
Studies, 19, 176.

performance with fewer procedures and safeguards. In other words, the struc-
ture of the organization produces resistance to change because it was designed to 
maintain stability. Another important source of overdetermination is the culture 
of the organization. As discussed in Chapter 15, the culture of an organization can 
have powerful and long-lasting effects on the behavior of its employees.
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544 PART 5 | Organizational Processes and Characteristics

Narrow Focus of Change
Many efforts to create change in organizations adopt too narrow a focus. Any 
effort to force change in the tasks of individuals or groups must take into account 
the interdependence among organizational elements such as people, structure, 
tasks, and the information system. For example, some attempts at redesigning 
jobs fail because the organization structure within which the jobs must function 
is inappropriate for the redesigned jobs.45

Group Inertia
When an employee attempts to change his or her work behavior, the group may 
resist by refusing to change other behaviors that are necessary complements to 
the individual’s altered behavior. In other words, group norms may act as a brake 
on individual attempts at behavior change.

Threatened Expertise
A change in the organization may threaten the specialized expertise that indi-
viduals and groups have developed over the years. A job redesign or a structural 
change may transfer responsibility for a specialized task from the current expert 
to someone else, threatening the specialist’s expertise and building his or her 
resistance to the change.

Threatened Power
Any redistribution of decision-making authority, such as with reengineering or 
team-based management, may threaten an individual’s power relationships with 
others. If an organization is decentralizing its decision making, managers who 
wielded their decision-making powers in return for special favors from others 
may resist the change because they do not want to lose their power base.

Resource Allocation
Groups that are satisfied with current resource allocation methods may resist 
any change they believe will threaten future allocations. Resources in this con-
text can mean anything from monetary rewards and equipment to additional 
seasonal help to more computer time.

These six sources explain most types of organization-based resistance to 
change. All are based on people and social relationships. Many of these sources of 
resistance can be traced to groups or individuals who are afraid of losing some-
thing—resources, power, or comfort in a routine.

Individual Sources of Resistance
Individual sources of resistance to change are rooted in basic human character-
istics such as needs and perceptions. Researchers have identified six reasons 
for individual resistance to change: habit, security, economic factors, fear of the 
unknown, lack of awareness, and social factors (see Table 16.3).46

Habit
It is easier to do a job the same way every day if the steps in the job are repeated 
over and over. Learning an entirely new set of steps makes the job more difficult. 
For the same amount of return (pay), most people prefer to do easier rather than 
harder work.
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Security
Some employees like the comfort and secu-
rity of doing things the same old way. They 
gain a feeling of constancy and safety from 
knowing that some things stay the same 
despite all the change going on around them. 
People who believe their security is threatened 
by a change are likely to resist the change.

Economic Factors
Change may threaten employees’ steady paychecks. Workers may fear that 
change will make their jobs obsolete or reduce their opportunities for future pay 
increases.

Fear of the Unknown
Some people fear anything unfamiliar. Changes in reporting relationships and 
job duties create anxiety for such employees. Employees become familiar with 
their bosses and their jobs and develop relationships with others within the 
organization, such as contact people for various situations. These relationships 
and contacts help facilitate their work. Any disruption of familiar patterns may 
create fear because it can cause delays and foster the belief that nothing is get-
ting accomplished.

Lack of Awareness
Because of perceptual limitations such as lack of attention or selective atten-
tion, a person may not recognize a change in a rule or procedure and thus may 
not alter his or her behavior. People may pay attention only to things that sup-
port their point of view. As an example, employees in an isolated regional sales 
office may not notice—or may ignore—directives from headquarters regarding 
a change in reporting procedures for expense accounts. They may therefore con-
tinue the current practice as long as possible.

Social Factors
People may resist change for fear of what others will think. As we mentioned 
before, the group can be a powerful motivator of behavior. Employees may 
believe change will hurt their image, result in ostracism from the group, or sim-
ply make them “different.” For example, an employee who agrees to conform to 
work rules established by management may be ridiculed by others who openly 
disobey the rules.
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People tend to resist change for a variety of 
reasons. Organizations and managers who 
effectively overcome this resistance will likely 
continue to keep abreast of their competitors and 
remain viable organizations. But organizations and 
managers who do not deal with resistance may be 
contributing to the eventual demise of the firm.

42502_ch16_ptg01_520-555.indd   545 18/12/18   12:48 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



546 PART 5 | Organizational Processes and Characteristics

MANAGING SUCCESSFUL ORGANIZATION 
CHANGE AND DEVELOPMENT
In order to increase the chances of successful organization change and develop-
ment, it is useful to consider seven keys to managing change in organizations. 
They relate directly to the problems identified earlier and to our view of the orga-
nization as a comprehensive social system. Each can influence the elements of 
the social system and may help the organization avoid some of the major prob-
lems in managing the change. Table 16.4 lists the points and their potential 
impacts.

Consider Global Issues
One factor to consider is how global issues dictate organization change. As we 
have already noted, the environment is a significant factor in bringing about 
organization change. Given the additional environment complexities multina-
tional organizations face, it follows that organization change may be even more 
critical to them than it is to purely domestic organizations. Dell Computer, for 
example, owes much of its success to its original strategy of selling directly to 
consumers. Since 2006, however, it has expanded its distribution activities to 
include retail sales, and significant system-wide change has eased the company’s 
entry into some key foreign markets.47

A second point to remember is that acceptance of change varies widely 
around the globe. Change is a normal and accepted part of the organization life in 
some cultures. In other cultures, change causes many more problems. Managers 
should remember that techniques for managing change that have worked rou-
tinely back home may not work at all and may even trigger negative responses if 
used indiscriminately in other cultures.48

Keys to Managing Successful Organization Change and Development
Table 16.4

Key Impact

Consider global issues Keeps in touch with the latest global developments and 
how change is handled in different cultures

Take a holistic view of the 
organization

Helps anticipate the effects of change on the social system 
and culture

Start small Works out details and shows the benefits of the change to 
those who might resist

Secure top-management  
support

Gets dominant coalition on the side of change: safeguards 
structural change, heads off problems of power and control

Encourage participation by 
those affected by the change

Minimizes transition problems of control, resistance, and 
task redefinition

Foster open communication Minimizes transition problems of resistance and information 
and control systems

Reward those who contribute 
to change

Minimizes transition problems of resistance and control  
systems
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Take a Holistic View
Managers must take a holistic view of the organization and the change proj-
ect. A limited view can endanger the change effort because the subsystems of 
the organization are interdependent. A holistic view encompasses the culture 
and dominant coalition as well as the people, tasks, structure, and information 
subsystems.

Start Small
Peter Senge claims that every truly successful, system-wide change in large orga-
nizations starts small.49 He recommends that change start with one team, usually 
an executive team. One team can evaluate the change, make appropriate adjust-
ments along the way, and, most importantly, show that the new system works 
and gets desired results. If the change makes sense, it begins to spread to other 
teams, groups, and divisions throughout the system. Senge described how signifi-
cant changes at Shell and Ford started small, with one or two parallel teams, and 
then spread as others recognized the benefits of the change. When others see the 
benefits, they automatically drop their inherent resistance and join in. They can 
voluntarily join and be committed to the success of the change effort.

Secure Top Management Support
The support of top management is essential to the success of any change effort. 
As the organization’s probable dominant coalition, it is a powerful element of the 
social system, and its support is necessary to deal with control and power prob-
lems. For example, a manager who plans a change in the ways in which tasks are 
assigned and responsibility is delegated in his or her department must notify 
top management and gain its support. Complications may arise if disgruntled 
employees complain to high-level managers who have not been notified of the 
change or do not support it. The employees’ complaints may jeopardize the man-
ager’s plan—and perhaps his or her job.

Encourage Participation
Problems related to resistance, control, and power can be overcome by broad 
participation in planning the change. Allowing people a voice in designing the 
change may give them a sense of power and control over their own destinies, 
which may help to win their support during implementation.

Foster Open Communication
Open communication is an important factor in managing resistance to change 
and overcoming information and control problems during transitions. Employees 
typically recognize the uncertainties and ambiguities that arise during a tran-
sition and seek information on the change and their place in the new system. 
In the absence of information, the gap may be filled with inappropriate or false 
information, which may endanger the change process. Rumors tend to spread 
through the grapevine faster than accurate information can be disseminated 
through official channels. A manager should always be sensitive to the effects of 
uncertainty on employees, especially during a period of change; any news, even 
bad news, seems better than no news.
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Reward Contributors
Although this last point is simple, it can easily be neglected. Employees who 
contribute to the change in any way need to be rewarded. Too often, the only 
people acknowledged after a change effort are those who tried to stop it. Those 
who quickly grasp new work assignments, work harder to cover what other-
wise might not get done during the transition, or help others adjust to changes 
deserve special credit—perhaps a mention in a news release or the internal com-
pany newspaper, special consideration in a performance appraisal, a merit raise, 
or a promotion. From a behavioral perspective, individuals need to benefit in 
some way if they are to willingly help change something that eliminates the old, 
comfortable way of doing the job.

In the current dynamic environment, managers must anticipate the need 
for change and satisfy it with more responsive and competitive organization 
systems. These seven keys to managing organization change may also serve as 
general guidelines for managing organizational behavior because organizations 
must change or face elimination.

ORGANIZATIONAL LEARNING
As American capitalist icon and philanthropist Andrew Carnegie said, “The only 
irreplaceable capital an organization possesses is the knowledge and ability of its 
people. The productivity of that capital depends on how effectively people share 
their competence with those who can use it.” As Ray Stata, president and CEO 
of Analog Devices, said, “The rate at which organizations learn may become the 
only sustainable source of competitive advantage.”50

A learning organization is an organization that facilitates the learning 
of all its members and continually transforms itself.51 In a learning organiza-
tion, continual learning and change become part of the culture. Wikis, blogs, and 
searchable databases are sometimes used to collect employees’ knowledge and 
make it available to others.

To facilitate organizational learning, it is important that learning happen 
during a project and continue after the project ends. As one expert says, “You 
need to have some coaching or debriefing afterward, to make sure that people 
learn what you want them to learn. You need to get them to think through the 
experience. If things worked, why did they work? If they were screwed up, why 
did things get screwed up?” Without reflection, tasks may be completed, but 
learning does not occur.52

One of the best ways to encourage continual learning is through an after- 
action review, or a professional discussion of an event that enables discovery of 
what happened, why it happened, and how to sustain strengths and improve on 
weaknesses.53 After-action reviews are conducted for both successes and failures 
and occur after any identifiable event or milestone during a project or after the 
project is completed. The purpose is never to assign credit or blame, but to care-
fully identify the circumstances that led to successful and less successful out-
comes to enable learning.

Learning from an after-action review is usually by the group and for the 
group, although individuals can also conduct such a review. The review is usually 
conducted fairly quickly using a simple process. In an open and honest meeting 
usually lasting twenty minutes or less, everyone who participated in the event or 
project discusses four simple questions:

learning organization
Organization that 
facilitates the learning 
of all its members and 
continuously transforms 
itself
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 1. What was supposed to happen?
 2. What actually happened?
 3. Why were there differences?
 4. What did we learn?

Building trust and team integrity are additional outcomes of after-ac-
tion reviews. Another factor influencing an organization’s ability to learn is its 
approach to failure. Many organizations punish failures through lower-perfor-
mance evaluations, lower bonuses, or even terminations. More learning-oriented 
firms recognize the learning opportunities presented by “intelligent failures,” that 
is, the failures of events or projects that had a good chance of working, did not 
work out, but provide a good learning opportunity. At the computer chipmaker 
Intel, one manager threw a big dinner every month—not for the group that had 
been most successful, but for the “failure of the month,” to honor the group that 
had made a valiant effort that just did not work out. That manager communi-
cated to his people that failures were an inevitable accompaniment of risk tak-
ing that should be talked about openly, not hidden, papered over, or blamed on 
others.54 High-quality relationships in which employees feel psychologically safe 
enable organizational members to engage in learning from failures.55

SUMMARY AND APPLICATION

Change may be forced on an organization, or an organization may change in response 
to the environment or an internal need. Forces for change are interdependent and 
influence organizations in many ways. Currently, the areas in which the pressures for 
change seem most powerful involve people, technology, information processing and 
communication, competition, and social trends.

Planned organization change involves anticipating change and preparing for 
it. Lewin described organization change in terms of unfreezing, the change itself, 
and refreezing. In the continuous change process model, top management recog-
nizes forces encouraging change, engages in a problem-solving process to design the 
change, and implements and evaluates the change.

Organization development is the process of planned change and improvement 
of organizations through the application of knowledge of the behavioral sciences. 
It is based on a systematic change process and focuses on managing the culture of 
the organization. The most comprehensive change involves altering the structure of 
the organization through reorganization of departments, reporting relationships, or 
authority systems.

Quality-of-work-life programs focus on providing a work environment in which 
employees can satisfy individual needs. Task and technological changes alter the 
way the organization accomplishes its primary tasks. Along with the steps usually 
associated with change, task redesign entails diagnosis, cost–benefit analysis, for-
mulation of a redesign strategy, and implementation of supplemental changes.

Frequently used group and individual approaches to organization change are 
training and management development programs, team building, and survey feed-
back techniques. Training programs are usually designed to improve employees’ 
job skills, to help employees adapt to other organization changes (such as a man-
agement-by-objectives program), or to develop employees’ awareness and under-
standing of problems such as workplace safety or stress. Management development 
programs attempt to foster in current or future managers the skills, abilities, and 
perspectives important to good management. Team-building programs are designed 
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According to Harvard’s John Kotter, a widely acknowl-

edged authority on organizational change, “Kodak’s 

problem . . . is that it did not move into the digital 

world well enough and fast enough.” It’s pretty much 

a consensus opinion, but Kotter is careful to add the 

qualifier “on the surface.” Below the surface, suggests 

Kotter, where Kodak made the business decisions that 

led to bankruptcy, it’s an opinion that needs further 

investigation. Kodak, for example, pioneered digital 

technologies throughout the 1970s and 1980s, includ-

ing innovations in color digital cameras, digital print 

kiosks, and digital image compression.

However, says Bill Fischer, CEO of the private equity 

firm Manzanita Capital, Kodak “failed to take advan-

tage of their unique perspective. . . .We can suspect that 

Kodak, while recognizing the impending threat of a 

digital ‘something,’ probably did not immediately imag-

ine that it would be a ‘telephone’ that would ultimately 

be the most damaging agent of disruption to its core 

film- and camera-making businesses.”

Some of the company’s critics charge that, even on 

the brink of bankruptcy, Kodak managers failed—or 

refused—to acknowledge that many of the company’s 

products had been marginalized by digital substitu-

tions. During the bankruptcy process, for example, 

Kodak management hoped to sell one of the firm’s 

prized assets—a package of 1,100 digital-imaging 

patents—for as much as $2.6 billion. Ultimately, the 

portfolio brought in only $527 million.

Kotter agrees with the consensus opinion that 

Kodak’s demise was a result of “strategic decisions 

either avoided or made poorly.” He reminds us, 

however, that there’s still an underlying question to 

be answered: “Why did Kodak managers make the 

poor strategic decisions they made?” His own answer 

is fairly simple—on the surface: “The organization,” 

he charges, “overflowed with complacency.” In par-

ticular, says Kotter, Kodak failed to recognize that 

digital was a “huge opportunity” only if the company 

acted with equally “huge urgency.” As a matter of 

fact, Kodak had developed the first electronic pho-

tographic camera in 1975, and as of 2005, it was 

the number-one seller of digital cameras in the United 

States. Within two years, however, it had slipped to 

fourth, and by 2010, it had plummeted to number 

seven.

REAL-WORLD RESPONSE
MISMANAGED CHANGE AT KODAK
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to help a work team or group develop into a mature, functioning team by helping it 
define its goals or priorities, analyze its tasks and the way they are performed, and 
examine relationships among the people doing the work. As used in the organization 
development process, survey feedback techniques involve gathering data, analyzing 
and summarizing them, and returning them to employees and groups for discussion 
and to identify and solve problems.

Resistance to change may arise from several individual and organizational 
sources. Resistance may indicate a legitimate concern that the change is not good 
for the organization and may warrant a reexamination of plans. To manage change 
in organizations, international issues must be considered, and managers should 
take a holistic view of the organization and start small. Top management support is 
needed, and those most affected by the change must participate. Open communica-
tion is important, and those who contribute to the change effort should be rewarded.

A learning organization is an organization that facilitates the learning of all its 
members and continually transforms itself. In a learning organization, continual 
learning and change become part of the culture. To facilitate organizational learning, it 
is important that learning happen during a project and continue after the project ends.

DISCUSSION QUESTIONS

1. Is most organization change forced on the organization by external factors or 
fostered from within? Explain.

2. What broad category of pressures for organization change other than the 
four discussed in the chapter can you think of? Briefly describe it.

3. Which sources of resistance to change present the most problems for an 
internal change agent? For an external change agent?

4. Which stage of the Lewin model of change do you think is most often over-
looked? Why?

5. What are the advantages and disadvantages of having an internal change 
agent rather than an external change agent?

6. How does organization development differ from organization change?
7. How and why would organization development differ if the elements of the 

social system were not interdependent?
8. Do quality-of-work-life programs rely more on individual or organizational 

aspects of organizational behavior? Why?
9. Describe how the job of your professor could be redesigned. Include a discus-

sion of other subsystems that would need to be changed as a result.
10. Which of the seven keys for successfully managing an organizational change 

effort seem to be the most difficult to manage? Why?

UNDERSTAND YOURSELF EXERCISE

You are the general manager of a hotel situated along a beautiful stretch of beach 
on a tropical island. One of the oldest of six large resorts in the immediate area, 
your hotel is owned by a group of foreign investors. For several years, it has been 
operated as a franchise unit of a large international hotel chain, as are all of the 
other hotels on the island.

For the past few years, the hotel’s franchisee-owners have been taking most 
of the profits for themselves and putting relatively little back into the hotel. They 
have also let you know that their business is not in good financial health and 
that the revenue from the hotel is being used to offset losses incurred elsewhere. 
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In contrast, most of the other hotels on the island have recently been refurbished, 
and plans for two brand new hotels have been announced for the near future.

A team of executives from franchise headquarters has just visited your hotel. 
They are quite disappointed in the property, particularly because it has failed to 
keep pace with other resorts on the island. They have informed you that if the 
property is not brought up to standards, the franchise agreement, which is up for 
review in a year, will be revoked. You realize that this move would be a potential 
disaster because you cannot afford to lose the franchisor’s brand name or access 
to its reservation system.

Sitting alone in your office, you identified several seemingly viable courses of 
action:

 1. Convince the franchisee-owners to remodel the hotel. You estimate that 
it will take $5 million to meet the franchisor’s minimum standards and 
another $5 million to bring the hotel up to the standards of the top resort 
on the island.

 2. Convince the franchisor to give you more time and more options for 
upgrading the facility.

 3. Allow the franchise agreement to terminate and try to succeed as an 
independent hotel.

 4. Assume that the hotel will fail and start looking for another job. You have 
a pretty good reputation but are not terribly happy about the possibility 
of having to accept a lower-level position (say, as an assistant manager) 
with another firm.

Having mulled over your options, do the following:

 1. Rank-order your four alternatives in terms of probable success. Make 
any necessary assumptions.

 2. Identify alternatives other than those that you have identified above.
 3. Ask yourself: Can more than one alternative be pursued simultaneously? 

Which ones?

Develop an overall strategy for trying to save the hotel while protecting your 
own interests.

GROUP EXERCISE

Planning a Change at the University
This exercise will help you understand the complexities of change in organizations.
Format: Your task is to plan the implementation of a major change in an organization.

Part 1
The class will divide into five groups of approximately equal size. Your instructor 
will assign each group one of the following changes:

 1. A change from the semester system to the quarter system (or the oppo-
site, depending on the school’s current system)

 2. A requirement that all work—homework, examinations, term papers, 
problem sets—be done digitally on computers and submitted online

 3. A requirement that all students live on campus
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 4. A requirement that all students have reading, writing, and speaking 
fluency in at least three languages, including English and Japanese, to 
graduate

 5. A requirement that all students room with someone in the same major

First, decide what individuals and groups must be involved in the change 
process. Then decide how the change will be implemented using Lewin’s process 
of organization change (Figure 16.1) as a framework. Consider how to deal with 
resistance to change, using Tables 16.3 and 16.4 as guides. Decide whether a 
change agent (internal or external) should be used. Develop a realistic timetable 
for full implementation of the change. Is transition management appropriate?

Part 2
Using the same groups as in Part 1, your next task is to describe the techniques 
you would use to implement the change described in Part 1. You may use struc-
tural changes, task and technology methods, group and individual programs, 
or any combination of these. You may need to go to the library to gather more 
information on some techniques. You should also discuss how you will utilize the 
seven keys to successful change management discussed at the end of the chapter.

Your instructor may make this exercise an in-class project, but it is also a 
good semester-ending project for groups to work on outside of class. Either way, 
the exercise is most beneficial when the groups report their implementation pro-
grams to the entire class. Each group should report on which change techniques 
are to be used, why they were selected, how they will be implemented, and how 
problems will be avoided.

Follow-Up Questions Part 1

 1. How similar were the implementation steps for each change?
 2. Were the plans for managing resistance to change realistic?
 3. Do you think any of the changes could be successfully implemented at 

your school? Why or why not?

Part 2

 1. Did various groups use the same technique in different ways or to accom-
plish different goals?

 2. If you did outside research on organization development techniques for 
your project, did you find any techniques that seemed more applicable 
than those in this chapter? If so, describe one of them.
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Renault and Nissan, 382
Rent-A-Car, 12
Republic of Tea, 148
Research in Motion (RIM), 506
Rolex, 219
Romac Industries, 226
Rovio, 12
Royal Dutch Shell, 53, 533

42502_company_index_ptg01_559-561.indd   560 05/12/18   12:45 PM

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part. Due to electronic rights, some third party content may be suppressed from the eBook and/or eChapter(s).
Editorial review has deemed that any suppressed content does not materially affect the overall learning experience. Cengage Learning reserves the right to remove additional content at any time if subsequent rights restrictions require it.

Copyright 2020 Cengage Learning. All Rights Reserved. May not be copied, scanned, or duplicated, in whole or in part.  WCN 02-200-203



  COMPANY INDEX 561

Rubber Company, 59
Rubbermaid, 310

S
Sam Adams Brewery, 475
Sam’s Club, 15, 16, 49
Samsung, 475
San Francisco Forty-Niners, 254
SAS Institute, 35
SBC Communications, 13
Sears, 185–186
Shell, 22–23, 547
Sigma, 482
Sigmet, 372
Skype, 52, 526
Slack, 335
Society for Human Resource 

Management, 47, 122
Sony, 478
Southwest Airlines, 83, 107, 182, 337, 

415, 498, 501
Sperry Marine, 336
Spirit Airlines, 17
Starbucks, 4, 11, 13, 18, 125, 127, 

239, 256, 272, 403, 425
Steelcase, 242, 268
Steelmaker Nucor Corporation, 318, 

495, 499
Success Factors, 450
Sun Microsystems, 208
Super Bowl, 254
Sysco, 30

T
Take-Two Interactive Software, 403
Target, 12
Tata Consultancy Services, 341
Tenneco, 212

Tesla, 534
Texas Instruments, 163, 199, 200, 

201, 260, 421
Time, 97
Towers Perrin, 122
Toyota, 11, 61, 205, 425, 525, 534
Treehouse Island Inc., 463, 485
TRW plants, 259
TSA, 198, 199
Twitter, 62, 317, 345, 526
Tyco International, 66, 95

U
Uber, 61, 534
Unisys, 484
United Auto Workers, 71
University of Florida, 129, 417
University of Georgia, 129
University of Michigan, 129, 387
University of Nebraska, 417
UNUM Corporation, 225
U.S. Air Force, 250
U.S. Airlines, 381
U.S. Army, 533
U.S. Bureau of Labor Statistics,  

45, 46
U.S. Civil Service, 199
U.S. Equal Employment Opportunity 

Commission, 49
U.S. Federal Reserve Bank, 302
U.S. Steel, 61
USAA, 206

V
Vaisala Group, 372
Viacom, 403
Viadeo, 526
Volvo, 17, 201, 205

W
W. L. Gore, 476, 480
Walmart, 11, 14, 15, 16–17, 49, 65, 

68, 219, 438, 473, 499
Walt Disney Company, 159
Wang Laboratories, 501
Warner-Lambert, 309, 310
Weatherford International, 12
Wegmans, 51
Western Electric, 21
Westinghouse, 260, 265, 391
Weyerhaeuser, 210
WFM (Whole Foods Market),  

220, 479
Whirlpool Corporation, 243–244, 498
Whole Foods Market (WFM), 220, 

479
Wikipedia, 337
Wilson Sporting Goods, 261
Women’s Network, 242
WorldCom, 66
Wrangler, 17

X
Xerox Corporation, 12, 13, 201,  

496, 506

Y
Yahoo!, 172, 367, 382, 414, 422, 425
Yale, 168
Yammer, 526
YouTube, 42
Yum!, 421

Z
Zappos, 87, 337, 468, 527
Zynga, 223
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360-degree feedback, 216

A
Ability, performance dependent 

on, 160
Absenteeism, 121

employee, 148
as response to stress, 144

Abstract thinking. See Conceptual 
skills

Abuse of power, 439–441
Accommodating

as conflict management style, 362
as learning style, 105

Accommodators, 105
Achievement, as motivator, 

171–172
Acquired needs framework of 

motivation, 171–172
need for achievement, 171–172
need for affiliation, 172
need for power, 172

Acquisitions, 19
Action over words stage of conflict 

escalation, 358, 359
Active conflict management 

norms, 500
Active listening, 327
Administrative decision making 

model, 292–294
Affect, 117, 127–128
Affective commitment, 121
Affiliation, as motivator, 172
Affinity groups, 241
After-action reviews, 548–549
Age of employees

anxiety and, 47
in future, 46–47
job performance and, 47
on teams, 48
training and, 47
in United States, 46–47

Agreeable conflict management 
norms, 500

Agreeableness, 89–90
Alarm, as response to stressors, 

140
Alcohol abuse, 144
Alternative dispute resolution, 

370–371

Alternative workplaces, 208–209
Ambiguity

as noise in communication, 
325–326

tolerance, 95–96
Ambition, 124
Antisocial managers, 98
Anxiety, age of employees and, 47
Appraisers, of performance, 214, 

216
Arbitration, 371
Artifacts, 495
Asia

collectivism in, 58
employees from, in future, 45
offshoring to, 53

Assembly lines, 197
Assertiveness, 58, 448
Assimilators, 105
Assumptions, 495
Asynchronous technologies, 268
Attendance, 27
Attitudes, 25

change in, 119
cognitive dissonance, 118–119
vs. emotions, 127
employee commitment and, 26
formation of, 116–118
key work-related attitudes,  

120–123
stress, effect on, 144–145
working on teams, 25–26

Attribution
cultural diversity and, 134
defined, 132
leadership and, 417–418
perception and, 132–134

Authoritarianism, 93–94
Authority

differing attitudes toward, 
270–271

orientation to, 58
unchecked, 440–441

Automation, 19
Autonomous leadership, 423
Autonomy, 201, 497
Avoidance, as conflict 

management style, 362
Avoidant conflict cultures, 501
Awards, 223–224

Awareness, lack of, as source of 
resistance to change, 545

B
Baby boomers, 47, 522–523
Background experiences, 

creativity and, 307–308
Balanced scorecard (BSC), 

218–219
Balancing work–life linkages, 

148–149
Base pay, 221
BATNA (best alternative to a 

negotiated agreement), 369
Behavioral approaches to 

leadership, 387–391
Behavioral consequences of  

stress, 144
Behavioral decision making 

approach, 292–299
administrative model, 292–294
escalation of commitment, 

295–296
ethics and decision making, 296
integrated approach, 298–299
intuition, 294–295
political forces in decision  

making, 294
prospect theory and decision 

making, 297
risk propensity and decision 

making, 296
Behavioral expectations, as 

determinant of organizational 
structure, 474

Behavior modification, 185–188
kinds of reinforcement,  

185–186
timing of reinforcement,  

186–187
Belongingness needs, 165
Benefits, 64, 222
Best alternative to a negotiated 

agreement (BATNA), 369
“Big Five” personality traits, 

89–91
Black employees, percentage of in 

future, 45
Blogs, 337
Board of directors, 66
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Bodily–Kinesthetic intelligence, 
102

Body language, 320–321
Bonus systems, 221, 265
Boredom, 198
Bounded rationality, 292
Brainstorming, 305
Branding, as competitive  

advantage, 15
Breaks, 145, 146
Bribes, 65
BSC (balanced scorecard),  

218–219
Bullying personality, 97
Bureaucratic structure, 476
Burnout, 145
Business strategies

cost leadership strategy, 16–17
as determinant of 

organizational structure, 
472–473

differentiation strategy, 17–18
growth strategy, 18–19
integrating to organizational 

behavior, 19–20
specialization strategy, 18

Bystander upward influence  
style, 448

C
Canada, work-related differences  

in, 57
Career development programs, 

148
Career success, as organizational 

outcome, 93
Carpal tunnel syndrome, 199
Categorization, 130
Cause-and-effect, 13, 24
Cell phones, 527
Centrality, 443
Centralized organizations, 466, 

468–469
CEOs (Chief Executive Officers), 

compensation of, 222
Certainty, condition of, 286
Change. See Organizational 

change
Change agents, 530–531
Changing environment of  

business, 42
Channels, 319
Charisma, 414
Charismatic leadership,  

414–417, 423

Chief Executive Officers (CEOs), 
compensation of, 222

China
bribery in, 65
inducements in, 73
values in, 58

Civil Rights Act of 1964, 49
Civil Rights Act of 1991, 49
Classical conditioning, 183
Clients, grouping employees by, 

476
Coaching

to increase confidence, 165
leaders as coaches, 420–421

Coalition formation, 448
Coalitions, 294, 444
Coercive power, 435, 436–437
Cognition, defined, 117
Cognitive abilities, creativity  

and, 308
Cognitive dissonance, 118–119
Cognitive process, learning as, 

183
Collaboration

as conflict management style, 
361–362

software for, 335
Collaborative conflict cultures, 

501
Collateral stress program, 147
Collectivism, 58
Command groups, 241
Commitment

enhancing, 26
escalation of, 295–296
as organizational outcome, 93

Common sense, 28
Communication, 318–333. See 

also Communication media
about organizational change, 

encouraging, 547
barriers to, 322–327
computer-mediated, 268
cultural differences, 326
decision making stage and, 253
defined, 318
diagonal, 343
direct vs. indirect, 270
downward, 341–342
employee engagement, 345
of ethics, 340
as force for organizational 

change, 526–527
formal, 343
horizontal, 342

informal, 343
interdepartmental, 342
nonverbal, 320–321
one-way, 321
organizational, 340–344
organizational barriers, 324–

325
poor, as cause of conflict, 353, 

356–357
skills need for, 327–333
task interdependence, 322
two-way, 321
upward, 342
via social networking, 343–344

Communication media
collaboration software, 335
Internet, 334–335
intranets, 335–338
media richness, 338–339
oral communication, 338

Communication technologies, 52
Communities of practice, 482–484
Comparative performance  

methods, 218
Compensation package, 221. See 

also Wages
Competition

as conflict management style, 
362

as force for organizational  
change, 527

Competitive advantage
differentiation strategy for 

development of, 17–18
sources of, 15–16, 48, 496

Compressed work schedules, 206
Compromise, as conflict 

management style, 362
Computer-mediated  

communication, 268
Conceptual skills, 13
Conciliation, 371
Condition of certainty, 286
Condition of risk, 286–287
Condition of uncertainty, 287
Confidence. See Self-confidence
Confidentiality, 64
Conflict, 352–361. See also 

Negotiation
common causes of, 353
constructive, 353, 365–367
de-escalating, 359–360
defined, 352
dysfunctional, 352–353
escalation of, 357–359
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Conflict (Continued )
interpersonal conflict 

management strategies, 
361–363

management skills, 365
process of, 364–367
resolution behaviors, best and 

worst, 366
role of emotion in, 360–361

Conflict and stress, as 
organizational outcome, 93

Conflict cultures, 500–501
avoidant, 501
collaborative, 501
dominating, 501
passive–aggressive, 501

Conflicting personalities, 143
Conflicts of interest, 64, 355
Conscientiousness, 90
Consensus, 133
Consideration behavior, 389
Consistency, 133
Constructive conflicts, 353,  

365–367
Consultation, as influence tactic, 

444, 446
Contextual perspectives on 

organizational behavior, 
20–25

Contingency plans, 290
Contingency workers, 70
Continuance commitment, 121
Continuous change process model, 

530–531
Continuous production, 475
Continuous reinforcement  

schedule, 187
Contrast effect, 131
Control

behavior aimed at gaining, 95
locus of, 93, 143, 398
as management function, 12
organization stage and, 253–254
span of, 466, 467

Control freaks, 98
Convenience, as competitive 

advantage, 15
Convergers, 105
Core time, 207
Corporate governance, 66
Corporate research, 507
Corporate sustainability, 67–68
Correlations, 29–31
Cost

as competitive advantage, 15
leadership strategy, 16–17

Creativity
common attributes of creative 

individuals, 307–308
creative process, 308–310
defined, 307
enhancing, 310

Credibility, building, 338
Critical management skills, 12–13
Cross-cultural leadership, 

422–423
Cross-functional teams, 242, 482
Cultural competence, 53–54
Cultural diversity, 32, 54–59

attributions, 134
change in multinational 

corporations, 528
as communication  

barrier, 323, 325
conflict and, 363, 502
cultures of inclusion, 502–503
how others see Americans, 99
influence tactics, effectiveness  

of, 446
leadership and, 422–423
negotiation and, 370
organizational change and, 546
perceptions of leaders’  

attributes, 418
role of leaders and, 397
skills, 54
on teams, 48
on values, 125

Culture, defined, 55. See also 
Organizational culture

Customer intimacy, 18
Customer loyalty, 18
Cycle times, decreasing, 62

D
Debate stage of conflict escalation, 

358, 359
Decentralization, 304, 469
Decision making, 282–287. See 

also Creativity; Problem 
solving

basic elements of, 282–283
behavioral approach to, 292–

299
computerized decision support 

systems, 335
conditions of, 285–287
conflicting norms in, 271
defined, 282
emotion-based, 293
employee participation in, 203

evidence-based, 291–292
group decision making, 299–304
information used in, quality of, 

28–32
integrated approach to, 298–299
problem making compared to, 

282
rational approach to, 287–292
types of decisions, 283–285

Decision rules, 283
Decoding, 319
Deep-level diversity, 43, 44
De-escalating conflict, 359–360
Delegation, 470
Delphi problem solving technique, 

306
Demographic diversity, 270
Denmark

needs motivating employees  
in, 167

power distance, 58
Dependent variable, 29
Diagnostic skills, 13
Diagonal communication, 343
Differentiation strategy, 17–18
Dignity, 13
Direct communication, 270
Direct contact, 482
Disabilities, 222
Disagreeable conflict management 

norms, 500
Discovery learning, 106
Discrimination, 49

based on personality types, 92
in hiring, 63, 100
mental ability tests and, 100
performance measures and, 217

Disparity diversity, 44
Dispute resolution. See 

Negotiation
Disruptive innovation, 506
Distinctiveness, 133
Distress, 140–141
Distribution, as competitive 

advantage, 15
Distributive fairness, 135
Distributive negotiation, 367
Divergers, 105
Diversity, 43–52. See also Cultural 

diversity
barriers to inclusion, 49–51
business case for, 48–49
as competitive advantage, 48
defined, 43
demographic, 270
generational differences, 46–48
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informational, 270
managing, 51–52
promoting, 49
in teams, 269–271
trends in, 45–46
types of, 43–44

Divisional organizational  
structure, 477

Division, defined, 477
Division of labor, 466–467
Division of work, 21
Dominating conflict cultures, 501
Downsizing, 73
Downward communication, 

341–342
Dual-structure theory. See  

Two-factor theory of 
motivation

Dysfunctional behaviors,  
minimizing, 27

Dysfunctional conflicts, 352–353

E
EBM (evidence-based 

management), 291–292
E-commuting, 209
Economic factors, as source of 

resistance to change, 545
Economic gain, as motivation to 

work, 162
Effectiveness. See Managing for 

effectiveness
Effort, in Porter-Lawler model, 

180
Effort-to-performance expectancy, 

178
EI (emotional intelligence), 

103–104
Elderly employees. See Senior 

employees
Email

effective, composing, 331
from virtual leaders, 425

Emotional intelligence (EI), 
103–104

Emotions
affect, 127–128
consideration behavior and, 389
decision making based on, 293
defined, 126
media allowing expression of, 

339
mood, 127–128
relationship conflicts and, 355
role of, 125–127

suppressing during 
negotiations, 369

Empathy, 103
Employee-centered leader 

behavior, 388
Employee engagement, 

communication of, 345
Employee participation, 202–205

approaches to, 204–205
areas of, 203
overview of, 202–203

Employees. See also Employee 
participation

commitment of, enhancing, 26
engagement of, 26, 122
fitness programs for, 147
integrating, 482
motivation to work, 164
organization’s treatment of, 

63–64
treatment of organization by, 

64–65
virtual, building and 

maintaining culture, 505
Employee stock option plans, 221
Employment relationships,  

68–73
knowledge workers, 

management of, 69
outsourcing and offshoring, 

69–70
psychological contracts, 71–73
temporary and contingency 

workers, 70–71
tiered workforce, 71

Empowerment, 441–442
defined, 202
particaipation and, 204–205

Enacted values and norms, 495
Encoding, 318
Engagement of employees, 26, 122
Enlargement, job, 199
Enrichment, job, 199–200
Environment

inputs to organizational 
systems from, 23

in organizational behavior 
framework, 33

performance dependent on, 160
Equity

defined, 174
fairness and, 177

Equity theory of motivation,  
174–177

evaluation and implications, 
176–177

forming equity perceptions,  
174–175

responses to equity and 
inequity, 175–176

ERG (existence, relatedness, and 
growth) theory of motivation, 
168

Escalation of commitment, 
295–296

Espoused values and norms, 495
Esteem needs, 165, 166
Ethics, 62–68

charismatic leaders and,  
416, 417

communicating, 340
in corporate governance, 66
culture and nationality 

influences on, 297
decision making and, 296
defined, 62
employees’ treatment of 

organization, 64–65
ethical leadership, 425–426
fairness and, 135
information technology and, 

66–67
organization’s treatment of 

employees, 63–64
power and, 442
rewards for ethical behavior, 

186
social responsibility, 67–68
treatment of other economic 

agents, 65–66
Ethnic diversity, 45. See also 

Cultural diversity
Ethnocentrism, 50. See also 

Discrimination
Europe, future shortage of 

workers in, 45. See also 
specific European countries

Eustress, 140–141
Evidence-based management 

(EBM), 291–292
Exchange, as influence  

tactic, 448
Executive compensation, 222
Exhaustion, 140, 145
Existence needs, 168
Existence, relatedness, and 

growth (ERG) theory of 
motivation, 168

Expansion, 18–19
Expatriates

compensation of, 226–228
as managers, 73
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Expectancy theory of motivation, 
177–181

effort-to-performance  
expectancy, 178

evaluation and implications, 
181

model of, 178
outcomes and valences,  

179–180
performance-to-outcome 

expectancy, 178–179
Porter-Lawler model, 180–181

Experiential learning, 106
Expertise, threatened, 544
Expert power, 435, 437–438
Extended work schedules, 

206–207
External environment, as 

determinant of organizational 
structure, 473

External motivation, 439
Extinction, 186
Extraversion, 90, 91–92
Extrinsic rewards, 181
Extrinsic work values, 124
Extroversion, 91–92

F
Facial expressions, 103
Failure, learning from, 549
Fairness

equity and, 177
perception of, 134–136

Family loyalty, 125
Fear of unknown, 545
Feedback

in communication process, 319
giving and receiving, 328–329
psychological states and, 201
as purpose of performance 

measurement, 216
from surveys, 540–541
360-degree, 216

Feelers, categorization of  
people as, 92

Feeling, as personality type, 92
Filtering, 323, 324
Financial gain, as motivation to 

work, 162
Financial inputs, to organizational 

systems, 23
Financial reporting, 65
Firing employees, 63
First impression bias, 131
First to market, 15
Fit, concept of, 85–88

Fixed-interval reinforcement 
schedule, 187

Fixed-ratio reinforcement 
schedule, 187

Flexible reward systems, 225
Flexible work arrangements. See 

Work schedules
Flexible work schedules, 207–208
Forced ranking, 292
Formal communication, 343
Formalized organizations, 466, 

468
Formal ties, 344
Fragmentation of the enemy, in 

conflict escalation, 358, 359
France, negotiation style in, 370
Friendship groups, 244
Frustration-regression component, 

of ERG theory, 168
Functional conflicts, 353
Functional organizational  

structure, 477
Functional teams, 242

G
Gain-sharing systems, 265
GAS (general adaptation  

syndrome), 140
Gatekeepers, 438
Gender issues

future population of women in 
workplace, 46–48

leadership and, 421–422
stereotyping of women, 130

General adaptation  
syndrome (GAS), 140

Generality, task-specific  
self-efficacy, 164

General mental ability, 100–101
Generation X, 47, 522, 523
Generation Y (Millennial 

Generation), 47, 522
Generation Z, 47
Germany

inducements in, 73
long vs. short-term values in, 58
work-related differences in, 57

Gesture technology, 525
Gifts Differing (Myers), 91
Global area division structure, 

478
Globalization, 52–59

cross-cultural differences and 
similarities, 54–59

cultural competence, 53–54
global perspective, 59

trends in, 52–53
Global Leadership and 

Organizational Behavior 
Research Project (GLOBE), 
423–424

Global mindset, 7
Global perspective, 59
Global product division  

structure, 478
Global replication of  

information, 32
Global teams, 242, 244
Global transnational division 

structure, 478
GLOBE (Global Leadership and 

Organizational Behavior 
Research Project), 423–424

Goals
acceptance of, 211
behaviors directed toward, 161
broader perspectives on, 211–

212
as cause of conflict, 353
challenges in, 212–213
commitment to, 211
creativity enhancement 

through, 310
difficulty of, 210
goal-setting theory, 209–211
groups/teams working  

together on, 248
management by objectives 

(MBO), 211–212
specificity of, 210–211

Gossip, 343
Grandiose self-image, 98
Greece, employee motivation in, 

167
Group decision making

group polarization, 299–300
groupthink, 300–303
participation in, 304

Group development 
implementation process

leader-centered teams, 258–259
reality and unrest, 257–258
self-managing teams, 259
start-up, 256–257
tightly formed teams, 259

Group development stages
communication and decision 

making, 253
control and organization, 

253–254
motivation and productivity, 

253
mutual acceptance, 252–253
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Group learning, 106
Group polarization, 299–300
Groups. See also Group decision 

making; Group development; 
Teams

affinity groups, 241
cohesiveness of, 248–250
collectivism and, 58
command groups, 241
composition of, 244–246
defined, 240
friendship groups, 244
heterogeneous, 245
homogeneous, 245
incentive plans for, 221
inertia of, as source of 

resistance to change, 544
informal, 244
interest groups, 244
leadership of, informal, 250–251
learning in, 106
norms of, 247–248
in organizational behavior 

framework, 34
organizational change, 

involvement in, 537–541
performance factors, 244–251
person-group fit, 85, 86
pressures from, 143
problem solving in, 304–306
size of, 246–247
social learning from, 185
types of, 240–244
workgroups, 241–242

Groupthink, 22, 249–250, 300–303
Growth needs, 165, 168
Growth strategy, 18–19

H
Habit, as source of resistance to 

change, 544
Halo effect, 131
Hardening stage of conflict 

escalation, 358
Hawthorne effect, 21
Health

bullying and, 97
employee fitness programs, 147
personality types and, 97–97
stress, effect on, 144

Health benefits, 13
Health insurance programs, 222
Health Ministry program, 148
Hersey and Blanchard leadership 

model, 411–412
Heterogeneous groups, 245

Hierarchy
cultural differences in  

views of, 270
defined, 466, 468
differing attitudes toward and, 

270–271
layers of, eliminating, 204, 261, 

468
High-context cultures, 325
Hiring employees

discrimination in, 63
ethics in, 63
realistic job previews, 88

Hispanics, 45. See also Latin 
Americans, values of

Home-based telecommuting, 334
Home, working from, 208–209
Homogeneous groups, 245
Honesty, 64–65
Hong Kong, 58
Horizontal communication, 342
Horizontal job loading, 199
Horns effect, 131
Hoteling work space, 335
Hourly rate pay, 176
Humane-oriented leadership, 423
Human inputs, to organizational 

systems, 22–23
Human relations approach to 

motivation, 163
Human relations movement, 21
Human resource approach to 

motivation, 163
Human resource management 

(HRM), 13–14
Human resources, organizational 

culture and, 499
Hygiene factors, 170
Hypotheses, 29

I
Identity of teams, 258–259
Images/coalitions stage of conflict 

escalation, 358, 359
Impression management, 454–455
Incentive systems, 221–222
Incivility, 27
Inclusion cultures, 502–503
Incremental innovation, 506–507
Incubation, 309
Independent variable, 29
India

bribery in, 65
negotiation style in, 370
offshoring to, 53, 70

Indirect communication, 270

Indirect compensation,  
222–223

Individual coping strategies, 
146–147

Individual differences, 84
Individualism, 57–58
Individual–organization interface, 

5–6
Individual–organization value 

conflict, 125
Individuals. See People in 

organizations; Personality 
and individual behavior

Indonesia
bribery in, 65
offshoring to, 53

Inducements, 72
Influence, 443–448. See also 

Charisma; Politics; Power
defined, 382–383
national culture and 

effectiveness of, 445–446
persuasion skills, 446–447
tactics for influencing others, 

443–445
upward, 447–449

Informal communication, 343
Informal groups, 244
Informal leader, 251
Informal leadership, 250–251
Informal ties, 344
Informational diversity, 270
Informational fairness, 136
Informational inputs, to 

organizational systems, 23
Informational power, 435, 438
Information conflict, 357
Information flow, company 

relationships and, 344
Information overload, 323, 324
Information processing, as force 

for organizational change, 
526–527

Information processing capacity, 
100

Information pull, 334
Information push, 334
Information technology, 66–67. 

See also Email; Internet; 
Intranets

Information used in decision 
making, 28–32

Ingratiation, as influence tactic, 
447, 448

In-groups, 410
Initiating-structure behavior, 389
Injuries, avoiding, 199
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Innovation
as competitive advantage, 15
corporate research, 507
defined, 506
diversity and, 48–49
new ventures, 507
organizational culture and, 

505–507
tolerance for risk and, 95
types of, 506–507

Insight, in creative process, 309
Inspirational appeals, as influence 

tactic, 444
Instant messaging, 334
Institutional stress program, 147
Instructions, scientific 

management and, 20–21
Instrumental values, 124
Insurance programs, 222
Integrated approach, decision 

making, 298–299
Integrating employees, 482
Integrative negotiation, 368–369
Intelligence, 100–104

bodily–kinesthetic, 102
emotional, 103–104
general mental ability, 100–101
interpersonal, 102
intrapersonal, 102
linguistic, 102
logical-mathematical, 102
multiple intelligences, 101–102
musical, 102
spatial–visual, 102

Intention, 118
Interactional fairness, 136
Interactionalism, 24–25
Interactivity, 338
Interdepartmental  

communication, 342
Interest groups, 244
Internal locus of control, 143
Internal motivation, 438
International leadership,  

423–424
International markets, 53
Internet

age of employees and, 48
communication via, 334–335
privacy issues, 67

Interpersonal conflict 
management strategies, 
361–363

Interpersonal demands, 143
Interpersonal differences, 353, 

354–355
Interpersonal fairness, 136

Interpersonal intelligence, 102
Interpersonal skills, 13
Interpersonal value conflict, 125
Interviews, conducting, 333
Intranets

building/maintaining 
organizational culture using, 
504–505

main discussions, 335–338
overview, 343

Intrapersonal intelligence, 102
Intrapersonal value conflict, 124
Intrapreneurship, 507
Intrinsic rewards, 181
Intrinsic values, 124
Intrinsic work values, 124
Introversion, 90, 91–92
Intuition, 29, 92, 294–295
Iraq, negotiation style in, 370
Israel

power distance in, 58
work-related differences in, 57

Italy
attitudes toward work in, 53–54
masculinity in, 58
work-related differences in, 57

J
Japan

collectivism in, 58
employee motivation in, 167
inducements in, 73
long vs. short-term values in, 58
masculinity in, 58
uncertainty avoidance in, 58
work-related differences in, 57

Jargon, 326
Job-centered leader behavior, 388
Job characteristics theory, 

200–202
Job design, 197
Job enlargement, 199
Job enrichment, 199–200
Job motivation, as organizational 

outcome, 93
Job performance, as 

organizational outcome, 93
Job permanence, 73
Job rotation, 198–199
Job satisfaction, 26, 93, 120–121
Job security, 142
Jobs, fit with, 85–86
Job sharing, 206
Job specialization

alternatives to, 198–200
defined, 197

main discussion, 197–200
Joint payoffs, network  

organization, 480
Judging, as personality type, 92

K
Key work-related attitudes, 

120–123
employee engagement, 122
job satisfaction, 120–121
organizational commitment, 

121–122
Knowledge, grouping employees 

by, 476
Knowledge networks, 484
Knowledge workers, 69, 484
Kolb Learning Style Inventory, 

105
Korea, negotiation style in, 370

L
Labor, division of, 466–467
Language, variety in, 339
Latin Americans, values of, 125
Lattice organizational structure, 

479–480
Leader-centered teams, 258–259
Leader-member exchange model 

(LMX), 410–411
Leader-member relations, 393, 

395
Leader position power, 395
Leadership. See also Vroom’s 

decision tree approach to 
leadership

alternatives to, 418–420
attribution and, 417–418
autonomous, 423
behavioral approaches to, 

387–391
changing nature of, 420–424
charismatic, 414–417, 423
cross-cultural, 32, 422–423
defined as process, 382
defined as property, 382
emerging issues in, 424–426
ethical, 425–426
gender and, 421–422
humane-oriented, 423
international, 423–424
leaders as coaches, 420–421
leadership motive pattern, 434
LPC (least-preferred coworker) 

theory of, 392–396
vs. management, 383–384
as management function, 11–12
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meaning of, 382–383
neutralizers, 420
in organizational behavior 

framework, 34
participative, 423
path-goal theory of, 396–399
self-protective, 423
situational theories of, 391–392, 

410–413
strategic leadership, 424–425
style of as source of stress, 143
substitutes, 418–420
team-oriented, 423
trait approaches to, 386–387
transactional, 413
transformational, 413–414
value-based, 423
virtual leadership, 426
of virtual teams, 10, 267

Leadership Grid, 389–391
Leaders, influencing organization 

culture, 499
Learning

defined, 182
organizational, 548–549

Learning-based perspectives on 
motivation, 182–188

behavior modification, 185–188
how learning occurs, 182–183
reinforcement theory and 

learning, 183–184
social learning, 184–185

Learning style, 104–106
Learning Style Inventory, 

105–106
orientation measure for, 106
sensory modalities, 105

Least-preferred coworker theory 
of leadership. See LPC (least-
preferred coworker) theory of 
leadership

Lecture-discussion method of 
training, 538

Legitimate power, 435
Legitimating tactics, 444
Leverage, in negotiation, 369
Lewin’s process model, 528–530
Liaison role, 482
Life insurance programs, 222
“Like me” bias, 49–50
Linguistic intelligence, 102
Listening skills, 327–328
LMX (leader-member exchange 

model), 410–411
Locations

grouping employees by, 476
for work, alternative, 208–209

Locus of control, 93, 143, 398
Logical-Mathematical  

intelligence, 102
Long-term compensation, 221
Long-term values, 58
“Loss of face” stage of conflict 

escalation, 359
Low-context cultures, 325
LPC (least-preferred coworker) 

theory of leadership, 392–396
evaluation and implications, 

396
situational favorableness, 

393–396
task vs. relationship  

motivation, 393

M
Machiavellianism, 94–95
Magnitude, task-specific  

self-efficacy, 164
Management. See also 

Management by objectives 
(MBO); Managers; Managing 
for effectiveness

development of, 538–539
vs. leadership, 383–384

Management by objectives (MBO), 
22, 211–212

Managers
conflict resolution, 359–360
diversity issues for, 48–52
functions of, 11–12
interaction with teams, 258–259
narcissistic, 98
netiquete tips, 425

Managing for effectiveness, 25–32
driving strategic execution, 

27–28
enhancing employee 

commitment and engagement, 
26

enhancing individual and team 
performance behaviors, 25–26

minimizing dysfunctional 
behaviors, 27

promoting organizational 
citizenship behaviors, 26–27

quality of information used in 
decision-making, 28–32

Manifest needs. See Acquired 
needs framework of 
motivation

Manufacturing, in  
United States, 59, 61

Market segment, 18

Masculinity (assertiveness or 
materialism), 58

Mass production, 475
Material inputs, to organizational 

systems, 22
Materialism, 58
Matrix organizational structure, 

478–479
MBO (management by objectives), 

22, 211–212
MBTI (Myers-Briggs Type 

Indicator), 91–92
Meaningfulness of work, 200
Mechanistic organizational 

structures, 469–471
Media. See also Communication 

media
Mediation, in dispute resolution, 

371
Medical consequences of stress, 

144
Meetings, skills need for, 332–333
Men, stereotyping of, 130. See also 

Gender issues
Mentoring, 421

mentoring up program, 447
reciprocal, 52
reverse, 48

Mergers, 19
Merit pay plans, 221
Messages

in communication process, 319
filtering of, 324

Meta-analysis, 32
Methods, scientific  

management and, 20–21
Mexico

bribery in, 65
inducements in, 73
offshoring to, 53, 73
power distance in, 58
uncertainty avoidance in, 58
work-related differences in, 57

Michigan leadership studies, 
387–388

Middle East, bribery in, 65
Millennial Generation  

(Generation Y), 47, 522
Misperception, 323
Mission development, for 

influencing organization’s 
culture, 499

Mobile work, 334
Money, as motivation to work, 162
Monitoring, 12
Monotony. See Boredom
Mood, 127–128
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Motivation. See also Learning-
based perspectives on 
motivation; Need-based 
perspectives on motivation; 
Process-based perspectives on 
motivation; Rewards

defined, 160
early perspectives on, 162–163
external, 439
goal setting and, 209–213
human relations approach  

to, 163
human resource approach to, 163
importance of, 160–161
individual differences  

and, 163–165
internal, 438
motivational framework,  

161–162
performance dependent on, 160
traditional approach to,  

162–163
Motivation and productivity  

stage, 253
Multinational organizations

change in, 528
structures of, 478

Multiple intelligences, 101–102
Multiple-rater appraisal  

system, 216
Multi-source feedback (360-degree 

feedback), 216
Musical intelligence, 102
Mutual acceptance, 252–253
Myers-Briggs framework,  

91–92
Myers-Briggs Type Indicator  

(MBTI), 91–92

N
Narcissistic managers, 98
Narrow focus of change, 544
Need-based perspectives on 

motivation, 165–172
acquired needs  

framework, 171–172
ERG (existence, relatedness, 

and growth) theory, 168
hierarchy of needs, 165–168
two-factor theory, 168–171

Negative affectivity, 128
Negative reinforcement, 186
Negotiation

alternative dispute resolution, 
370–371

cultural issues in, 370
defined, 367
improving skills, 369
skills needed for, 367–369

Neighborhood work centers, 334
Netherlands, values in, 58
Network organizations, 480
Neuroticism, 90
New ventures, 507
Niche markets, 18
“Nine-eighty” schedule, 206
Noise, 319, 323, 325–327
Nominal group problem solving 

technique, 305–306
Nonprogrammed decisions, 

284–285
Nonverbal communication, 

320–321
Normative commitment, 121
Norway, employee motivation  

in, 167

O
Observational learning, 106
Office design, 143
Offshoring, 53

defined, 70
differing values and, 73

Ohio State leadership studies, 389
Older employees. See Senior 

employees
Ombudsmen, 371–372
One-way communication, 321
Online privacy, 66
Open-book management, 203
Openness, 90
Open systems, 22–23
Operational excellence, 17
Oral communication, 338
Organic growth, 19
Organic organizational structures, 

469–471
Organizational behavior (OB), 

20–22. See also Strategic 
context of organizational 
behavior

basic management functions 
and, 10–12

contextual perspectives on, 
20–25

critical management skills and, 
12–13

effectiveness management, 
25–32

framework of book, 33–39

human resource management 
and, 13–14

managerial context of, 10–14
meaning of, 4–6
organizational success and, 

8–10
personal success and, 6–8
situational perspectives, 23–24
strategic context of, 14–20

Organizational change, 475
as cause of conflict, 356
changes in organizational 

culture, 509–511
forces for, 522–527
planned, processes for, 528–531
resistance to, 541–545
successful, managing, 546–548

Organizational citizenship, 26–27
Organizational commitment, 

121–122
Organizational communication, 

340–344
Organizational coping strategies, 

147–148
Organizational culture

building and maintaining, 505
changing, 509–511
conflict cultures, 500–501
creating and maintaining, 

498–500
effects of technology and 

innovation on, 504–507
existing culture, 508
importance of, 496–498
inclusion cultures, 502–503
innovation and, 504–507
levels of, 495
meaning and determinants of, 

494–500
strong, 496–497
teaching, 508–509

Organizational design, 464
Organizational fairness, 135
Organizational learning, 548–549
Organizational networks, unequal 

access to, 51
Organizational politics, 449–454
Organizational size, 474
Organizational socialization, 509
Organizational structure, 464–484

as cause of conflict, 356
centralization, 466, 468–469
characteristics of, 466–469
communities of practice and, 

482–484
decision making and, 304
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defined, 465
determinants of, 472–475
divisional structure, 477
division of labor, 466–467
elements of, 464–471
formalization, 466, 468
functional structure, 477
hierarchy, 466, 468
integrating employees, 482
lattice structure, 479–480
matrix structure, 478–479
mechanistic structures,  

469–471
network organization, 480
organic structures, 469–471
preferred type of, 472
restructuring of, effects on 

performance, 484
span of control, 466, 467
team-based structure, 479
virtual organizations, 481–482

Organization chart, 465
Organization development (OD), 

532–541
defined, 532
group and individual change, 

537–541
successful, managing, 546–548
system-wide, 533–536
task and technological change, 

536–537
Organization-sanctioned 

communications, 343
Organizations, fit with, 85, 86–87
Organizing, as management 

function, 11
Orientation to authority (power 

distance), 58
Outcomes, expectancy theory of 

motivation, 179–180
Out-groups, 410
Output, grouping employees by, 

476
Outsourcing, 69
Overdetermination (structural 

inertia), 542–543
Overload, 142

P
Pakistan

values in, 58
work-related differences in, 57

Partial reinforcement schedule, 
187

Participation

main discussion, 203–205
in organizational change, 

encouraging, 547
Participative leadership, 423
Participative methods of  

training, 539
Participative pay systems, 226
Part-time workers, 70, 206
Passion, 13
Passive–aggressive conflict  

cultures, 501
Passive conflict management  

norms, 500
Path-goal theory of leadership, 

396–399
basic premises, 396–399
evaluation and implications, 

399
leader behaviors, 397–398
situational factors, 398–399

Pay. See Wages
Pension plans, 222
People in organizations,  

84–88
concept of fit, 85–88
enhancing performance of, 

25–26
as force for organizational 

change, 522–524
individual differences, 84
motivation to work, 163–164
in organizational behavior 

framework, 34
realistic job previews, 88

Perceived ability, 398
Perceived threat of loss, 50
Perceiving, as personality  

type, 92
Perception, 11, 129–137

attribution and, 132–134
basic perceptual processes,  

129–130
defined, 129
errors in, 130–132
fairness and, 134–136
selective, 129–130, 323
stereotyping, 130
trust and, 137

Performance. See also 
Performance management

appraisal of, 213
dependence on ability, 

environment and motivation, 
160–161

effects of organizational 
restructuring on, 484

enhancing performance of, 
25–26

job satisfaction and, 26
in Porter-Lawler model,  

180–181
rewards and, 224–225
stress, effect on, 144
of teams, 254–256

Performance management, 
213–219

appraisers, 214, 216
balanced scorecard (BSC) 

approach to, 218–219
elements of, 214–218
frequency of appraisal,  

216–217
measuring performance,  

217–218
purposes of, 213–214

Performance-to-outcome 
expectancy, 178–179

Perks, 223
Perquisites, 223
Personal appeals, as influence  

tactic, 444
Personality and individual 

behavior, 88–92
ambiguity tolerance, 95–96
authoritarianism, 93–94
“Big Five” framework, 89–91
bullying personality, 97
conflicting personalities, 143
creativity and, 308
locus of control, 93
Machiavellianism, 94–95
motivation to work, 163–165
Myers-Briggs framework,  

91–92
risk tolerance, 95
role of situation, 97, 99
Type A and B traits, 96–97

Personality, definition of, 88–89
Person-group fit, 85, 86
Person-job fit, 85–86
Person-organization fit, 85,  

86–87
Person-oriented leader, 396
Person-vocation fit, 85, 87–88
Persuasive power, 435, 438
Physical demand stressors, 143
Physiological needs, 165, 166
Piece-rate pay, 176
Piecework programs, 221
Places of work. See Workplaces
Planning, as management  

function, 11
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Politics. See also Influence; Power
causes of political behavior,  

451–453
in decision making, 294
impression management, 

454–455
managing, 453–454
organizational, 449–454
politicized behavior, 27
recognizing, 453

Pooled interdependence, 322
Portals, 336
Porter-Lawler model, 180–181
Positive affectivity, 128
Positive reinforcement, 185–186
Post-decision dissonance, 290–291
Power. See also Influence; Politics

abuse of, 439–441
acquiring, 439
behavior aimed at gaining, 95
defined, 434
empowerment, 441–442
leader position power, 395
need for, 172, 434
obtainment of by subunits,  

442–443
personal power, 437–438
politics and, 454
position power, 435–437
as source of motivation, 172
threatened, as source of 

resistance to change, 544
types of, 435

Power distance, 58
Prebureaucratic structure, 476
Preference for stability, 58
Prejudice, 50, 54. See also 

Discrimination
Preparation, in creative process, 

308–309
Presentation skills, 332
Pressure, as influence tactic, 444
The Prince (Machiavelli), 94
Privacy

of employees, 64
online, 66

Prizes, 223
Problem solving. See also 

Creativity; Decision making
decision making compared to, 

282
by groups/teams, 242, 243,  

304–306
Procedural fairness, 135–136
Process-based perspectives on 

motivation, 174–181
defined, 174

equity theory of motivation, 
174–177

expectancy theory of 
motivation, 177–181

Process conflicts, 354
Process gain, 254
Process loss, 254
Product innovation, 17
Production technology, 475
Productivity of employees, 25

happiness and, 124
stress, effect on, 144

Profit-sharing plans, 221
Programmed decisions, 283, 285
Project GLOBE. See GLOBE
Projection, 131
Prospect theory, 297
Psychological consequences of  

stress, 144
Psychological contracts, 71–73
Psychological needs, 21
Public speaking, 332
Punishment, 186, 436

Q
Qualitative overload, 142
Quality, as competitive advantage, 

15
Quality circles, 204, 243
Quality management, 22
Quality-of-work-life programs, 

534–535
Quantitative overload, 142
Question-and-answer meetings, 

204
Quitting, 144

R
Racial issues. See Discrimination
Radical innovation, 506
Ranking, forced, 292
Rational decision-making 

approach, 287–292
choosing alternative, 290
defined, 287
determining decision type, 289
evaluating alternatives, 289–

290
generating alternatives, 289
identifying problem, 289
implementing plan, 290–291
measuring and comparing with 

goals, 291
model of, 288
stating situational goal,  

288–289

steps in, 287–291
strengths and weaknesses of, 

291
Rational persuasion, 446
Realistic job previews (RJPs), 88
Reciprocal interdependence, 322
Reciprocal mentoring, 52
Reengineering organizations, 533
Referent power, 435, 438
Refreezing, 529–530
Regional headquarters structure, 

478
Reinforcement

kinds of, 185–186
reinforcement theory and 

learning, 183–184
timing of, 186–187

Relatedness needs, 168
Relationships. See Employment 

relationships
Relaxation, 146
Religion, leadership and, 422–423
Remote workers. See 

Telecommuting
Research, corporate, 507
Resistance

to change, 541–545
as response to stressor, 140

Resources
allocation of, 544
constraints, as cause of  

conflict, 355
scarcity of, 442

Respect, 13
Responsibility for work  

outcomes, 200
Restricted access, network 

organization, 480
Restructuring of organizations, 

484. See also Organizational 
change

Retirement plans, 222
Reverse mentoring, 48
Reward power, 435, 436
Rewards

awards, 223–224
base pay, 221
for contributors or 

organizational change, 548
equity and, 177
expatriate compensation, 

226–228
extrinsic, 181
flexible reward systems, 225
incentive systems, 221–222
indirect compensation,  

222–223
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influencing and motivating 
using, 436

intrinsic, 181
linking performance and, 

224–225
participative pay systems, 226
pay secrecy and, 226
perquisites, 223
purposes of, 219–221
as reinforcement, 185–186
surface value of, 220
symbolic value of, 220
types of, 221–224

Risk
condition of, 286–287
tolerance of, 296

Risk propensity, 95
Risk tolerance, 95
RJPs (realistic job previews), 88
Role demand stressors, 143
Role management, 146
Role-model behaviors, 499
Romania, bribery in, 66
Rotation of jobs, 198–199
Routines, 499
Relationship conflict, 354
Rumors, 343
Russia, negotiation style in, 370

S
Sabotage, 27
Salary. See Wages
Sanctions, 186
Satellite offices, 334
Satisfaction-progression concept, 

of ERG theory, 168
Satisficing, 294
Saudi Arabia, negotiation style  

in, 370
Schedules. See Work schedules
Scientific management, 20–21, 162
Scientific method of knowledge 

generation, 29–30
Secrecy, 64
Security, 142, 165, 166, 545
Segmentation of markets, 18
Selective perception, 129–130, 323
Self-actualization, 165, 166
Self-awareness, 103
Self-confidence

burnout and, 145
coaching to increase, 165

Self-directed teams, 242, 243
Self-efficacy, 164, 209
Self-fulfilling prophecies, 131–132
Self-handicapping, 133–134

Self-management, 103
Self-managing teams, 259
Self-monitoring, 454
Self-motivation, 103
Self-protective leadership, 423
Semantics, 326
Senior employees

anxiety and, 47
information processing  

capacity, 100
job performance and, 47
training and, 47, 51

Sensing, as personality type, 92
Sensory modalities, 105
Separation diversity, 43, 44
Sequential interdependence, 322
Service, as competitive advantage, 

15
Sexual harassment, 27, 64
Sharing jobs, 206
Shortage of workers, 45
Short-term values, 58
Shotgun upward influence style, 

448
Sick days, 65, 143–144
Side payments, 65
Situational favorableness, 

393–396
Situational perspectives on 

organizational behavior, 
23–24

Situational theories of leadership, 
contemporary, 410–413

Hersey and Blanchard model, 
411–412

leader-member exchange model 
(LMX), 410–411

refinements and revisions of 
other theories, 412–413

Situation, role of, 97, 99
Skills

conceptual, 13
cross-cultural, 54
delegation, 470
diagnostic, 13
grouping employees by, 476
interpersonal, 13
for negotiation, 367–369
persuasion skills, 446–447
social, 103
specialization strategy and, 18
technical, 12
variety in, 201
wages based on, 265

Smartphones, 527
Social comparisons, 174
Social facilitation, 255

Social factors, as source of 
resistance to change, 545

Social integration, as 
organizational outcome, 93

Socialization
defined, 508
organizational, 509

Social learning, 184–185
Social loafing, 247
Social media, 62
Social needs, as motivation to 

work, 163
Social networking, 343–344, 526
Social responsibility, 67–68
Social Security contributions, 222
Social skills, 103
Span of control, 466, 467
Spatial–Visual intelligence, 102
Specialization. See also Job 

specialization
Specialization strategy, 18
Speed, as competitive advantage, 15
Staffing, nontraditional, 70
Stereotyping, 50, 130
Stock option plans, 221
Strategic change, 19
Strategic context of organizational 

behavior, 14–20
integrating business strategy 

to organizational behavior, 
19–20

sources of competitive 
advantage, 15–16

types of business strategies, 
16–19

Strategic execution, 27–28
Strategic leadership, 424–425.  

See also Leadership
Strategic power, 442
Strength, task-specific self-

efficacy, 164
Strenuous labor, 143
Stress

causes of, 141–144
consequences of, 144–145
coping with, 144–145
defined, 139
distress, 140–141
effects of, 96
eustress, 140–141
individual coping strategies, 

146–147
management tips, 145
managing and controlling, 146–148
nature of, 139–141
organizational coping 

strategies, 147–148
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Stress (Continued )
organizational stressors, 

141–144
in organizations, 139–149
pressure to increase 

performance and, 28
process of, 139–140
work-life balance, 148–149

Structural change, 533
Structural conflict, 357
Structural inertia 

(overdetermination), 542–543
Structured learning, 106
Structure of organizations. See 

Organizational structure
Suboptimizing, 293–294
Substitutability, 443
Subunits, obtainment of power 

by, 442–443
Suggestion boxes, 204
Support groups, 147
Surface-level diversity, 43, 44
Survey feedback, 540–541
Survival/self-expression  

values, 125
Sweden

masculinity in, 58
needs motivating employees  

in, 167
uncertainty in, 58
work-related differences in, 57

Symbols, communication of 
organization culture  
using, 511

Synchronous technologies, 268
Synergy, diversity and, 57
System, defined, 22
Systems innovation, 506

T
Tactician upward influence  

style, 448
Talent, 473–474
Tannenbaum and Schmidt 

leadership continuum, 392
Task force, 482
Task-oriented leader, 395–396
Tasks

communication and, 322
conflicts, 354
delegation of, 470
disagreements about, 354
identity of, 201
interdependence and, 322
as leadership substitute, 418–420

motivation by vs. relationship 
motivation, 393

redesign of, 537
significance of, 201
as stressors, 142
structure of, 395

Task-specific self-efficacy, 
164–165

Teaching organizational culture, 
508–509

Team development
implementation process, 

256–259
stages of, 252–254

Teams, 242–244. See also 
Coaching; Groups; Team 
development

age diversity on, 48
benefits of, 260–262
building, 539–540
contracts among members  

of, 266
costs of, 260–262
cross-functional, 242
defined, 240
diversity on, 48, 269–271
efficacy of, 254
enhancing performance of, 

25–26
functional, 242
global, 242, 244
goals of, 248
human resource approach to 

motivation in, 163
identity of, 258–259
leadership of, 267, 423
managers’ interaction with,  

258–259
norms of, 247–248
in organizational behavior 

framework, 34
organizational structure  

based on, 479
performance factors,  

244–251
person-group fit, 85, 86
problem-solving, 242, 243
productivity and  

performance of, 25
promoting effective 

performance, 262–265
self-directed, 242, 243
self-managing, 259
social loafing on, 247
teamwork competencies, 

265–266

tightly-formed, 259
training of members of,  

256–257
trust between members  

of, 255
types of, 240–244
use of portals by, 336
venture teams, 242, 243
virtual, 242, 243–244

Technical language, 326
Technical skills, 12
Technology, 59–62

changes in, 536–537
competition and, 62
defined, 59
employee empowerment 

through, 441–442
as force for organizational 

change, 525–526
information technology, 62
manufacturing and service 

technologies, 59–61
social media, 62
technological change, 536–537

Telecommuting
advantages of, 208–209
home-based, 334
organizational culture and, 505

Temperature, 143
Temporary workers, 70
Terminal values, 124
Theft, 27
Theory, defined, 29
Thinkers, categorization of people 

as, 92
Thinking, as personality type, 92
Threats, conflict escalation  

and, 359
360-degree feedback, 216

Tiered workforce, 71
Time management, 146
Title VII, of Civil Rights  

Act of 1964, 49
“Together into the abyss” stage  

of conflict escalation,  
358, 359

Total quality management, 22, 
539–540

TouchSmart technology,  
525–526

Traditional/secular-rational 
values, 125

Traditions, for influencing 
organization’s culture, 499

Training. See also Learning 
styles
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affectivity and, 128
age of employees and, 47
in email communication,  

331–332
employee empowerment  

and, 204
of knowledge workers, 69
for organization changes, 538
performance appraisals and, 

213
scientific management,  

20–21
senior employees and, 51
of team members, 256–257

Trait approaches to leadership, 
386–387

Transactional leadership, 413
Transformational leadership, 

413–414
Transition management, 531
Transmission, loss of, 325
Trauma injuries, avoiding, 199
Trust

building, 338
defined, 255
perception and, 137

Turkey, offshoring to, 53
Turnover, 27, 121

pressure to increase 
performance and, 28

reducing, cost savings of, 8
Two-factor theory of motivation, 

168–171
development of, 168–170
evaluation of, 170–171

Two-way communication, 321
Type A and B traits, 96–97

U
Uncertainty

avoidance of, 58
condition of, 287
conflict and, 356
obtainment of power by 

subunits and, 443
Unchecked authority, 440–441
Unemployment compensation, 222
Unfreezing, 528–529
United Kingdom

future shortage of workers in, 
45

uncertainty in, 58
United States

age of employees in, 46–47
bribery in, 65

characteristics associated with 
Americans, 99

expectancy theory of motivation 
in, 181

future shortage of workers in, 45
individualism in, 58
inducements in, 73
long vs. short-term values in, 58
manufacturing in, 61
masculinity in, 58
negotiation style in, 370
offshoring by, 70
power distance, 58
service sector growth in, 61
values of, 125
work-related differences in, 57

Unit production, 475
Universal approach to 

organizational behavior, 24
Upward appeals, as influence  

tactic, 448
Upward communication, 342
Upward influence, 447–449
U.S. Bureau of Labor Statistics, 46

V
Vacations, 146, 147, 222
Valences, expectancy theory of 

motivation, 179–180
Values

conflict of, 356
conflicts among, 124–125
defined, 123
differences in, 125, 126, 356
enacted, 495
espoused, 495
extrinsic work, 124
instrumental, 124
intrinsic work, 124
leadership based on, 423
long-term vs. short-term, 58
terminal, 124
types of, 124

Variable-interval reinforcement 
schedule, 187

Variable-ratio reinforcement 
schedule, 187

Variable work schedules,  
205–206

Variety diversity, 43–44
Venezuela

power distance in, 58
work-related differences in, 57

Ventures, new, 507
Venture teams, 242, 243

Verbal intonation, 321
Verification, in creative process, 

309–310
Vertical conflict, 357
Vertical job loading, 199
Videoconferencing, removing 

“noise” from, 326–327
VIE theory. See Expectancy theory 

of motivation
Violence in workplace, 27

reducing, cost savings of, 8
Virtual leadership, 426
Virtual organizations,  

481–482
Virtual teams, 10, 242, 243–244, 

266–269
groupware and group decision 

support systems, 268–269
leader behaviors, 267–268
leadership skills, 267

Vocations, fit with, 85, 87–88
Vroom’s decision tree approach to 

leadership, 304, 399–402
basic premises, 399–402
evaluation and implications, 

402

W
Wages

employee participation in 
design/administration  
of, 226

equity and, 176, 177
ethics in, 64
expatriate compensation, 

226–228
flexible approach to, 225
participative pay systems, 226
psychological contracts and, 73
secrecy about, 226
skill-based, 265
in tiered workforce, 71

Wandering around,  
management by, 341

Web. See Internet
Webcasts, 337
West Africa, values in, 58
White employees, percentage of in 

future, 45
Wikis, 337
Withdrawal behaviors, 144
Women

future population in workplace, 45
as leaders, 421–422
stereotyping of, 130
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Workers’ compensation benefits, 
222

Workflow automation systems, 335
Workgroups, 241–242
Working conditions, ethics in, 64
Work-life balance, 148–149
Work-life relationships, 148
Workplace bullying, 97
Workplaces

alternative, 208–209
communication and design  

of, 325
hoteling of, 335
violence at, 27

Work process, grouping 
employees by, 476

Work schedules, 205–209
compressed, 206

employees as decision-makers 
about, 203

extended, 206–207
flexible, 207–208
variable, 205–206

Writing skills, 330–332

Z
Zero-defects programs, 223
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